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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934.
For the fiscal year ended December 31, 2012

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 000-50350
NETGEAR, Inc.
(Exact name of registrant as specified in its cegrt
Delaware 77-0419172
(State or other jurisdiction of incorporation or ganization) (I.R.S. Employer Identification No.)
350 East Plumeria Drive, 95134
San Jose, California (Zip Code)

(Address of principal executive offices)
Registrant's telephone number, including area code
(408) 907-8000

Securities registered pursuant to Section 12(b) dfie Act:

Title of each class Name of each exchange on which registered

Common Stock, par value $0.001 The NASDAQ Stock Market LLC

(NASDAQ Global Select Market)
Securities registered pursuant to 12(g) of the ActNone

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c0$édturities Act. Yes®  No O
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. Yesd No ™

Indicate by check mark whether the registrant € filed all reports required to be filed by SewtiB or 15(d) of the Securities Exchange Act of4l88ring the precedit
12 months (or for such shorter period that thestegit was required to file such reports), anché®) been subject to such filing requirements fergthst 90 days. Ye® No O

Indicate by check mark whether the registrant hdmmitted electronically and posted on its corpokétebsite, if any, every Interactive Data File regdito be submitted a
posted pursuant to Rule 405 of Regulatiom §232.405 of this chapter) during the precedi@igrionths (or for such shorter period that the temyis was required to submit and g
such files). Yes®d No O

Indicate by check mark if disclosure of delinquélgrs pursuant to Item 405 of RegulatiorkSis not contained herein, and will not be contdin® the best of Registrar
knowledge, in definitive proxy or information statents incorporated by reference in Part 11l of fhism 10-K or any amendment to this Form 104K.

Indicate by check mark whether the registrant lsrge accelerated filer, an accelerated filer, apa-accelerated filer, or a smaller reporting camp See definitions ofldrge
accelerated filer,” “accelerated filer” and “smalteporting company” in Rule 12b-2 of the Exchaige. (Check one):

Large Accelerated filer M  Accelerated filer O

Non-Accelerated filer O Smaller reporting company O

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the)Adtes 0 No M

The aggregate market value of the voting and ndmgacommon equity held by naaffiliates of the Registrant as of July 1, 2012 eaproximately $725.6 million. Su
aggregate market value was computed by referentte tdosing price of the common stock as repostethe Nasdaq Global Select Market on June 29, pB#&Zast business day of
Registrant's most recently completed fiscal seapratter). Shares @ommon stock held by each executive officer andatiar and each entity that owns 5% or more of titstandin
common stock have been excluded in that such pems@y be deemed to be affiliates. The determinatioaffiliate status is not necessarily a conclasiletermination for oth
purposes.

The number of outstanding shares of the regissr&@dmmon Stock, $0.001 par value, was 38,441,0é&slas of February 19, 2013.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the Regists&2@13 Annual Meeting of Stockholders are incorfgutdy reference in Part 11l of this Form 10-K.
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PART |

This Annual Report on Form 10-K (“Form 10-K”"), imcling Managemend’ Discussion and Analysis of Financial Conditionl &esults ¢
Operations in Part Il, Item 7 below, includes ford#ooking statements within the meaning of Sectiod 2% the Securities Act of 1933,
amended, and Section 21E of the Securities Exchaogef 1934, as amended (the “Exchange Ackl. statements other than statement
historical facts contained in this Form KQincluding statements regarding our future finahposition, business strategy and plans and tisg=
of management for future operations, are forwaokilng statements. The words “believe,” “may,” “will‘'estimate,” “continue,” “anticipate,”
“intend,” “should,” “plan,” “expect” and similar goxtessions, as they relate to us, are intendecettifg forwardiooking statements. We have ba
these forwardeoking statements largely on our current expemtatiand projections about future events and firriends that we believe
affect our financial condition, results of operaspbusiness strategy and financial needs. Thesafdlooking statements are subject to a nur
of risks, uncertainties and assumptions describheétRisk Factors” in Part I, Item 1A below, and eldeere in this Form 16, including, amon
other things: the future growth of the commerciasibess, retail, and broadband service provideketsirspeed of adoption of wireless networ
worldwide; our business strategies and developmlamts; our successful introduction of new produactd technologies; future operating expe
and financing requirements; and competition andpmeditive factors in the commercial business, retaild broadband service provider market
light of these risks, uncertainties and assumptitimes forward-looking events and circumstancesudised in this Form 1B-may not occur ar
actual results could differ materially from thosgtieipated or implied in the forward-looking statemts. All forwardlooking statements in tt
Form 10-K are based on information available toassof the date hereof and we assume no obligatiomptiate any such forwatdeking
statements. The following discussion should be mneatnjunction with our consolidated financialtstaents and the accompanying notes cont
in this Form 10-K.

" oW ” o

” o ” o

Iltem 1. Business
General

We are a global networking company that delivermimtive products to consumers, businesses anicsemoviders. In the second fis
quarter of 2011, we made organizational changdsatbadelieve enable us to better focus our effonigore customer segments and allow us
more nimble and opportunistic as a company ove@all. business is now managed in three specificnbgsiunits: retail, commercial, and ser
provider. The retail business unit consists of lpghformance, dependable and easyge-home networking, storage and digital media ymrtsdtc
connect users with the Internet and their contedt devices. The commercial business unit consiskisiness networking, storage and sec
solutions without the cost and complexity of Big lMhe service provider business unit consists oflevta-order and retail proven, whole ho
networking solutions sold to service providers ate to their customers. Additionally, in the fifistcal quarter of 2011, we combined our N
American, Central American and South American stdeses to form the Americas territory. Previoud§grth America was its own geograp
region and the Central American and South Amertearitories were categorized within the Asia Pac{flAPAC") geographic region. Followil
this change, we are now organized into the follgwtiree geographic territories: Americas, Europ@&dié-East and Africa ("EMEA") and APA!
For further detail, refer to Note 13egment Information, Operations by Geographic Amed Customer Concentratignn Notes to Consolidat:
Financial Statements in Item 8 of Part Il of thisnyal Report on Form 10-K.

We were incorporated in Delaware on January 8, 1886 principal executive offices are located a® Fast Plumeria Drive, San Jc
California 95134, and our telephone number atltdttion is (408) 907-8000. Our website addressnsv.netgear.com.

In the years ended December 31, 2012 , 2011 , Gn@l 2we generated net revenue of $1.27 billiod.1& billion , and $902.1 million
respectively.

Markets

Our mission is to be the innovative leader in cating the world to the internet. This includes g@aral of being the leading provider
innovative networking products to the consumer,ifmss, and service provider markets. A number ofofa are driving today's demand
networking products within these markets. As thmber of computing devices, such as PCs, smart ghanme tablets, has increased in recent y
networks - especially WiFi networksare being deployed more broadly in order to sid#f@mation and resources among users and devides
information and resource sharing occurs internallypugh a local area network, or externally, Via internet. To take advantage of com
applications, advanced communication capabilitie$ &ch multimedia content, users are upgrading imernet connections by deploying high-
speed broadband access technologies. Users alsdhgeeonvenience and flexibility of operating thBICs, laptops, smart phones, tablets
related computing devices while accessing theirtea@nin a more mobile, or wireless, manner. In #toidi market demand for televisi
connectivity products
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has increased significantly as well, where usee& & connect their televisions to the Internet fordentertainment content. Finally, as the usd
networks, including the Internet, has increasedraihave become much more focused on the seciitityeio connections and the protection of
data within their networks.

Consumers, businesses and service providers dememuiplete set of wired and wireless networking lareédband products that are tailc
to their specific needs and budgets and also imcate the latest networking technologies. Thesesuggjuire the continual introduction of new
refined products and often lack extensive IT resesirand technical knowledge. Therefore, they denydnd-and-play' or easy-tostall and us
products that require little or no maintenance, esmmstomer service and support. We believe thattheers also prefer the convenience of obta
a networking solution from a single company withowhthey are familiar; as these users expand tledwarks, they tend to be loyal purchasel
that brand. In addition, purchasing decisions efrsisn these markets are also driven by the affliiaof networking products. To provide reliak
easy-to-use products at an attractive price, wgvla successful supplier must have a compadg-focus on the unique requirements of t
markets, operational discipline and ceffteient infrastructure and processes that allew éfficient product development, manufacturing
distribution.

Sales Channels

We sell our products through multiple sales chammarldwide, including traditional retailers, ordimetailers, wholesale distributors, dil
market resellers ("DMRs"), value-added reselle¥sARs"), and broadband service providers.

Wholesale DistributionOur distribution channel supplies our productsetaiters, esommerce resellers, Direct Market Resellers andié
Added Resellers. We sell directly to our distribstathe largest of which are Ingram Micro, Inc., B&istributing Company and Tech D
Corporation.

Retailers.Our retail channel primarily supplies products thet sold into the consumer market. We sell diyect] or enter into consignme
arrangements with, a number of our traditionalil@t® The remaining traditional retailers, as wesl our online retailers, are fulfilled throt
wholesale distributors. We work directly with o@tail channels on market development activitieshsas co-advertising, istore promotions al
demonstrations, instant rebate programs, eventsgpsinp and sales associate training, as well @ableshing “store within a storevebsites an
banner advertising.

DMRs and VARsNe primarily sell into the commercial business nefipkace through an extensive network of DMRs andR§AOur DMR
include companies such as CDW and Insight. VARRig® our network of registered Powershift Partnensi resellers that are not registered ir
Powershift partner program. DMRs and VARs may nezailes incentives, marketing support and othegram benefits from us. Our DMRs ¢
VARSs generally purchase our products through owledale distributors.

Broadband Service Provider®Ve also supply our products directly to broadbagise providers in the United States and inteometily.
Service providers supply our products to their bess and home subscribers.

The largest portion of our net revenues was derfvech Americas sales in the year ended Decembef@12. The Americas sales a
percentage of net revenue increased from 49.7%ery¢ar ended December 31, 2011 to 53.4% in thegreded December 31, 2012. We t
continuously committed resources to expanding pternational operations and sales channels. Aauglsdiwe are subject to a number of r
related to international operations such as maoromoic and microeconomic conditions, geopoliticadtability, preference for locally branc
products, exchange rate fluctuations, increasditulify in managing inventory, challenges of staffiand managing foreign operations, the effe
international sales on our tax structure, and ckang local tax laws. See Note 1Regment Information, Operations by Geographic Aare
Customer Concentration in Notes to Consolidated Financial Statement$tam 8 of Part Il of this Annual Report on Form KQfor furthel
discussion of net revenues by geographic region.

None of our customers accounted for 10% or grezteur net revenue in the year ended December (BlIZ.Retail company Best Buy, |
and distributor Ingram Micro, Inc. each accounted 0% or greater of our net revenues in the yeaded December 31, 2011 , and 20Ek:«
Note 12,Segment Information, Operations by Geographic Aard Customer Concentrationin Notes to Consolidated Financial Statemen
Item 8 of Part Il of this Annual Report on Form KQfor further details on customer concentrations.
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Product Offerings

Our product line consists of wired and wirelessides, including devices that enable commercialirss networking, broadband access
network connectivity. These products are availablenultiple configurations to address the needswf customers in each geographic regic
which our products are sold.

Commercial business networkinthese products are sold primarily in our commetgigdiness unit and include:

» Ethernet switches, which are multiple port devigesd to network PCs and peripherals via Etherréngy

» Wireless controllers, which are devices used toagarand control multiple WiFi base stations whichurn provide WiFi connections
PCs and peripherals;

» Internet Security Appliances, which provide hniet access through capabilities such as anti-@ngsantispam; an

» Unified storage, which delivers file and block béskta into a single shared storage system, megtingemands of small enterprises
consumers through an easy-to-use interface for giaganultiple storage protocols.

Broadband accessBroadband is a transmission medium capable of ngowirore digital content over public high speed nekscthai
traditional low speed telephone lines. Products¢hable broadband access are sold in our sersdsder and retail business units and include:

» Routers, which connect the home or office netweokihe Internet via broadband mode

» Gateways, which are routers with integrated modéondnternet acces

» |P telephony products, used for transmitting vaeeymunications over a network; ¢

» Media servers, which store files and multimediatenhfor access by PCs, laptops, smart phonestaed lmternet enabled devic

Network connectivityProducts that enable network connectivity and nesosharing are sold in our service provider andilrbusiness uni
and include:

» Wireless access points and range extenders, whistide a wireless link between a wired network aeless device
» Wireless network interface cards and adapters,wéi@able devices to be connected to the networdesisly

» Ethernet network interface cards and adapters,hwdni@ble devices to be connected to the networkEthernet wiring
» Media adapters, which connect non PC entertainai@rites such as TVs, audio players, and game @stoh networ
» Powerline adapters and bridges, which enable deticbe connected to the network over existingtetat wiring;

* Multimedia over Coax Alliance standard (“MoCA&dapters and bridges, which enable devices to heeoted to the network oy
existing coaxial wiring; and

* Remote video monitoring systems, which provideeiree monitoring accessible by PC, MAC, or smart:

We design our products to meet the specific neédlseoconsumer, business and service provider rtarkaloring various elements of -
product design, including component specificatjgmysical characteristics such as casing, desigrcalodation, and specific user interface feat
to meet the needs of these markets. We also lewaragy of our technological developments, high m@umanufacturing, technical support
engineering infrastructure across our markets teimmae business efficiencies.

Our products that target the business market arerghy designed with an industrial appearancduiting metal cases and, for some pro
categories, the ability to mount the product witeiandard data networking racks. These producisaljy include higher port counts, higher ¢
transfer rates and other performance characteridésigned to meet the needs of a commercial tsssimger. For example, we offer data trai
rates up to ten Gigabits per second for our busipesducts to meet the higher capacity requiremefitsisiness users. Some of these produc
also designed to support transmission modes
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such as fiber optic cabling, which is common in en@ophisticated business environments. Securityinegents within our products f
commercial business broadband access include firevidual private network and content threat mgement capabilities that allow for sec
interactions between remote offices and busineaslcharter locations over the Internet. Our conmiggtproduct offerings for the commerc
business market include enhanced security and eecmifigurability often required in a businessisgtt Our ReadyNAS’ family of networl
attached storage products implements redundang afrandependent disks data protection, enablingif@sses to store and protect critical
easily, efficiently and intelligently.

Our vision for the home network has always beerugbaving all devices connected to the Internetlatmes, thus forming the Smart Horr
Our focus has been to continue to introduce newlymis into what we believe are new growth areaghvform the basis of Smart Homes: F
multimedia capable in home WiFi coverage via lateshnology (802.11ac) WiFi routers and repeatbrgrnet and in home video cont
streaming players such Push2TV and NeoTV; homeaor&tatorage products with easy to use user intesfalsigher capacity and resilience; t
speed DOCSIS 3.0, xDSL and fiber gateways with motegrated functions; and the 4G/Long Term Evolut(“LTE") gateways; and hor
monitoring and automation devices such as our Voezmme monitoring camera system. We continue nowmce and introduce new product
these significant growth markets.

Our vision for the commercial network is the ultimanove into the effectiveness and efficiency @& bybrid cloud access network.
believe small and medium enterprises will contibmenove into cloud based applications such as featescom, Ring Central, LifeSize vid
conferencing, SuccessFactor, Workday etc. plus mgoivito utility like on demand computing power sligg by third party data centers. Also m
and more enterprises are enabling the BYOD (briogryown device) environment allowing smart phortablets, netbooks to be the busir
computing devices of choice. As such we are intcody next generation SMB products in rapid pacevétoover Ethernet (PoE) switches,
Gigabit Ethernet switches, high capacity local eerdote unified storage, small to medium capacitymas Wireless LAN, and security appliances.

Competition

The consumer, business and service provider mawketsintensely competitive and subject to rapichnetogical change. We exp
competition to continue to intensify. Our princigaimpetitors include:

» within the consumer markets, companies such@sed Belkin, DLink, Dropcam, Foscam, the Linksys division of Qisgystems (whic
was offered to be purchased by Belkin in Janua®8Pd ogitech, Roku, TP Link and Western Digitaida

» within the business markets, companies suchll&dArelesys, Barracuda, Buffalo, Data Robotics|ICD-Link, Fortinet, HewletPackarc
Huawei, Cisco Systems, QNAP Systems, Seagate Tlgy®@onicWALL, Synology, WatchGuard and Westeiigifal; and

» within the service provider markets, companigshsas Actiontec, Arcadyan, ARRIS, AVM, ComtrendLDk, Hitron, Huawei, Motorolz
Pace, Sagem, Scientific Atlanta-a Cisco compangcdbem, SMC Networks, TechniColor, Ubee, Compal Blmnd, ZTE and ZyXEL.

Other current and potential competitors include arous local vendors such as Devolo, LEA and AVNEumope, Corega and Melco in Jag
Our potential competitors also include other consuetectronics vendors, including LG Electronicseidsoft, Panasonic, Samsung, Sony, Tos
and Vizio, who could integrate networking and st@ey capabilities into their line of products, suab televisions, set top boxes and gal
consoles, and our channel customers who may dézidéfer selfbranded networking products. We also face compatifiom service provide
who may bundle a free networking device with themadband service offering, which would reduce sales if we are not the supplier of choic
those service providers. In the service providacspwe are also facing significant and increasedpetition from original design manufacturers
ODM's, and contract manufacturers who are sellmyattempting to sell their products directly tovsee providers around the world.

Many of our existing and potential competitors h&weger operating histories, greater name recagniéind substantially greater financ
technical, sales, marketing and other resourcesa Assult, they may have more advanced technolagyer distribution channels, stronger br
names, better customer service and access to mstenters than we do. For example, HewlRgttkard has significant brand name recognitior
has an advertising presence substantially greladger aurs. Similarly, Cisco Systems is well recogdias a leader in providing networking prod
to businesses and has substantially greater fiabresources than we do. Several of our competitarsh as D-ink, which offers a range
products that directly compete with most of ourdurct offerings. Several of our other competitorisnarily compete in a more limited manner.
example, HewletRackard sells networking products primarily tardede larger businesses or enterprises. Howevegdhgetitive environment
which we operate changes rapidly. For examplef #seadate of this Annual Report, Belkin has erdeérgdo an agreement to
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acquire the Linksys division of Cisco Systems, tingga consolidated and formidable competitor. @tt@mmpanies with significant resources c«
also become direct competitors, either through igicgua competitor or through internal efforts.

We believe that the principal competitive factomstihe consumer, business and service provider rmsafke networking products inclu
product breadth, size and scope of the sales chamr@ad name, timeliness of new product introdutti product availability, performan
features, functionality and reliability, price, easfinstallation, maintenance and use, and customeicseaind support. We believe our products
competitive in these markets based on these factors

To remain competitive, we must invest significaggaurces in developing new products and enhancingwrent products while continui
to expand our sales channels and maintaining cesteatisfaction worldwide.

Research and Development

As of December 31, 2012we had 251 employees engaged in research andogement. Our success depends on our ability to Idp
products that meet changing user needs and toigatécand proactively respond to evolving techngloga timely and costffective manne
Accordingly, we have made investments in our redeand development department in order to effelgtiggaluate new thirgharty technologie
develop new irhouse technologies, and develop and test new pidDar research and development employees woselglavith our technolog
and manufacturing partners to bring our productaaoket in a timely, high quality and cost-effidienanner.

We identify, qualify or selfievelop new technologies, and we work closely with various technology suppliers and manufactupagdner
to develop products using one or more of the dgratnt methodologies described below.

ODM. Under the original design manufacturer ("ODM"), hamtology, we define the product concept and spmetitin and recommend 1
technology selection. We then coordinate with @ehhology suppliers while they develop the produetting our specification. On certain r
products, one or more subsystems of the desigmeatone ifhouse and then integrated in with the remaininggdesieces from the ODM. On
prototypes are completed, we work with our partiersomplete the debugging and systems integratimhtesting. After completion of the fil
tests, agency approvals and product documentaktierproduct is released for production.

In-House Developmenitinder the inhouse development model, one or more subsystenie giroduct are designed and developed util
the NETGEAR engineering team. Under this model, esarinthe primary technology is developedhiodse. We then work closely with either
ODM or a contract manufacturer ("CM") to complete tdevelopment of the entire design, perform theessary testing, and obtain regula
approvals before the product is released for prioiuc

OEM. Under the original equipment manufacturer ("OEMY)ethodology, which we use for a limited number ofducts, we define tl
product specification and then purchase the profifant OEM suppliers that have existing productsnii our design requirements. In some c:
once a technology supplier's product is selectedywark with the OEM supplier to complete the cosmehanges to fit into our mechanical .
packaging design, as well as our documentatiorgaaghical user interface ("GUI"), standard. The O&Mbplier completes regulatory approval:
our behalf. When all design verification and reguuia testing is completed, the product is reledsegroduction.

Our internal research and development efforts fasudeveloping and improving the usability, relldpj functionality, cost and performar
of our products. Our total research and developragpenses were $61.1 million in 2012 , $48.7 millio 2011 and $40.0 million in 2010 .

Manufacturing

Our primary manufacturers are Cameo Communicatlons Delta Networks Incorporated, Hon Hai Preaisimdustry Co., Ltd. (mo
commonly known as Foxconn Corporation), Sercomnp@ation, and Pegatron Corporation (which was sputrof ASUSTek Computer, Inc.
January 2008), all of which are headquartered iwda The actual manufacturing of our products esquimarily in mainland China and Vietne
with pilot and lowvolume manufacturing in Taiwan on a select basie.digtribute our manufacturing among these key lgnspgo avoid excessi
concentration with a single supplier. Because suibigtlly all of our manufacturing occurs in mairda@hina and Vietnam, any disruptions fi
natural disasters, health epidemics and politeadial and economic instability would affect theligbof our manufacturers to manufacture
products. In addition, our manufacturers in Chiagehcontinued to increase our costs of producpartjcularly in the recent year. These incre.
costs have affected our margins and ability to loprices for our products to stay competitive. Uir ananufacturers or warehousing facilities
disrupted or destroyed, we would have no otherilyeadailable alternatives for manufacturing ouogucts and our business would be significe
impacted. In addition to their responsibility fbletmanufacturing of our products,
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our manufacturers purchase all necessary partsnaerials to produce complete, finished goods. Bintain quality standards for our suppli
we have established our own product quality orgaitn based in Hong Kong and mainland China. Theyr@sponsible for auditing and inspec
process and product quality on the premises ofodpiMs, CMs and OEMs.

We obtain several key components from limited de smurces. For example, many of the semiconduetodsmeta materials used in
products are designed for use in our products amdlatained from sole source suppliers on a puecbader basis. In addition, some compor
that are used in all our products are obtained fliomted sources. These components include connéats, plastic casings and physical I
transceivers. We also obtain switching fabric semdtictors, which are used in our Ethernet switaras Internet gateway products, and wire
local area network chipsets, which are used iroflbur wireless products, from a limited numbersoppliers. Our third party manufactui
generally purchase these components on our behafpurchase order basis. If these sources faitisfy our supply requirements, our abilit
meet scheduled product deliveries would be harmeédie may lose sales and experience increased camipcosts.

We currently outsource warehousing and distributiogistics to five main thirgearty providers who are responsible for warehoy
distribution logistics and order fulfillment. In dition, these parties are also responsible for scamdiguration and r@ackaging of our produc
including bundling components to form kits, insegtiappropriate documentation, disk drive configorgtand adding power adapters. /
Logistics Americas, Ltd. in City of Industry, Calihia serves the Americas region, Kerry Logistidd. lin Hong Kong serves the Asia Pac
region, DSV Solutions B.V. and ModusLink B.V. iretiNetherlands serve the EMEA, region and Agilitygistics Pty Ltd. in Matraville, NSV
Australia which serves Australia and New Zealand.

Sales and Marketing

As of December 31, 2012 , we had 3&iployees engaged in sales and marketing. We wiogctly with our customers on mar
development activities, such as co-advertisingstare promotions and demonstrations, instant repatgrams, event sponsorship and ¢
associate training. We also participate in majolustry trade shows and marketing events. Our madketlepartment is comprised of our proc
marketing and corporate marketing groups.

Our product marketing group focuses on productesgsa product development roadmaps, the new proiiciduction process, prodi
lifecycle management, demand assessment and coingatialysis. The group works closely with ouesand research and development grot
align our product development roadmap to meet custdechnology demands from a strategic perspeciiie group also ensures that pro
development activities, product launches, chanrekating program activities, and ongoing demandsauply planning occur in a wathanagec
timely basis in coordination with our developmengnufacturing, and sales groups, as well as our ODEM and sales channel partners.

Our corporate marketing group is responsible fdinide and building our corporate brand. The gréoguses on defining our mission, br:
promise and marketing messages on a worldwide.bHsis group also defines the marketing approach#ése areas of advertising, public relatic
events, channel programs and our web delivery nmésims. These marketing messages and approachesstoenized for the commercial busin
home user, and broadband service provider marketsigh a variety of delivery mechanisms designeéftectively reach end-users in a cost-
efficient manner.

We conduct most of our international sales and etarg operations through whollywned subsidiaries which operate via sales and etiac
subsidiaries and branch offices worldwide.

Customer Support

We design our products with “plug-and-plagése of use. We respond globally to customer questhrough a variety of venues incluc
phone, chat and email. Customers can also getshifservice through the comprehensive knowledgebasl the user forum on our web:
Customer support is provided through a combinabiba limited number of permanent employees andofiseibcontracted, oweurced resource
Our permanent employees design our technical stigptabase and are responsible for training andagiag our outsourced sudmntractors. The
also handle escalations from the outsourced regsukt/e utilize the information gained from custasniey our customer support organizatio
enhance our product offerings, including furthengifying the installation process.

Intellectual Property

We believe that our continued success will depairdarily on the technical expertise, speed of tedbgy implementation, creative skills ¢
management abilities of our officers and key emeésy plus ownership of a limited but importantafetopyrights, trademarks, trade secrets
patents. We primarily rely on a combination of coglyt, trademark and trade secret and patent laasdisclosure agreements with employ
consultants and suppliers and other contractuaigioms to establish,
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maintain and protect our proprietary rights. Wedht8 issued United States patents that expire lestwears 2013 and 2028 and 20 foreign pe
that expire between 2012 and 2026. In addition,cweently have a number of pending United Statesk faneign patent applications relatec
technology and products offered by us. We also eelyhirdparty licensors for patented hardware and softWeease rights in technology that
incorporated into and are necessary for the omerathd functionality of our products. Our succe#sdepend in part on our continued ability
have access to these technologies.

We have trade secret rights for our products, stingi mainly of product design, technical produstuimentation and software. We also ¢
or have applied for registration of trademarksgamnection with our products in the United Stated aternationally, including NETGEAR, t
NETGEAR logo, NETGEAR Green, the NETGEAR Green |Io§& TGEAR Digital Entertainer, the NETGEAR Digitahtertainer logo, Genie, t
Genie logo, ReadyShare, Neo TV, the Neo TV logoT®EAR Stora, the NETGEAR Stora logo, Connect withdvation, ProSafe, RangeM
ReadyNAS, ReadyDrop, ReadyData, ReadyCloud, Smaztnd/ ProSecure, the ProSecure logo, Push2TValule, Proline, Liteline, Envc
Service Management System, Versalink, Wirespeeal, Networks, NeoMedia, Centria, On Networks, Foldfi Works, My Media, and XRAID.
We have registered a number of Internet domain sahst we use for electronic interaction with oustomers including dissemination of proc
information, marketing programs, product registmatisales activities, and other commercial uses.

Seasonal Business

We have historically experienced increased nessaleur third and fourth fiscal quarters as coredan other quarters in our fiscal year
to seasonal demand of consumer markets relateltetdeginning of the school year and the holidays@@aHowever, because of irregular
significant purchases from customers in other ntarlsuich as the service provider market, this patias not been consistent. As such, any pi
should not be considered a reliable indicator offoture net sales or financial performance.

Backlog

We believe the actual amount of product backlograt particular time is not a meaningful indicatiohour future business. Our back
consists of products for which customer purchasgersrhave been received and that are scheduledtue process of being scheduled for shipr
While we expect to fulfill the order backlog withihe current year, most orders are subject to egkdimg or cancellation with little or no penalt
Because of the possibility of customer changesradyct scheduling or order cancellation, our baglkds of any particular date may not be
indicator of net sales for any subsequent periattofdingly, backlog should not be considered abdédi indicator of our ability to achieve ¢
particular level of revenue or financial performanc

Environmental Laws

Our products and manufacturing process are sutjettimerous governmental regulations, which cowgh the use of various materials
well as environmental concerns. Environmental issueh as pollution and climate change have haudfisint legislative and regulatory efforts
a global basis, and there are expected to be additthanges to the regulations in these areaseTtieanges could directly increase the cc
energy which may have an impact on the way we naauife products or utilize energy to produce oodpcts. In addition, any new regulation:
laws in the environmental area might increase t# of raw materials we use in our products ancctist of compliance. Other regulations in
environmental area may require us to continue toitnoand ensure proper disposal or recycling ofpoducts. To the best of our knowledge
maintain compliance with all current governmentulagjons concerning our production processes, lfdoeations in which we operate. Since
operate on a global basis, this is also a compteggss which requires continual monitoring of ratjohs and an ongoing compliance proce
ensure that we and our suppliers are in compliaitteall existing regulations.

Employees

As of December 31, 2012 , we had 850 full-time kyges, with 352 in sales, marketing and technszadport, 251in research ar
development, 119 in operations, and lI@8finance, information systems and administratitvie also utilize a number of temporary staf
supplement our workforce. We have never had a wtmgpage among our employees and no personnetfanesented under collective bargait
agreements.
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Long-lived assets

Long-lived assets, comprising fixed assets, arerted based on the location of the asset. Lloregt assets by geographic location ar
follows (in thousands):

December 31, December 31, December 31,

2012 2011 2010
United States $ 9,89t $ 9,901 $ 11,80¢
Americas (excluding U.S.) 36 44 22
EMEA 1,17: 331 20t
China 6,76 4,90¢ 4,84¢
APAC (excluding China) 1,15¢ 69¢ 62(

$ 19,028 % 15,88: $ 17,50¢

Available Information

We file reports, proxy statements and other infaromawith the Securities and Exchange CommissianSBC, in accordance with 1
Exchange Act. You may read and copy our reportsxypstatements and other information filed by uthatSEC's Public Reference Room loc
at 100 F Street, N.E., Washington, D.C. 20549. d&lezll the SEC at 1-800-SHX330 for further information about the Public Refaze Roon
Ouir filings are also available to the public oves tnternet at the SEC's websitdtp://www.sec.gov.

Our website provides a link to our SEC filings, alhare available on the same day such filings @ademThe specific location on the wek
where these reports can be found is http://investtgear.com/sec.cfm. Our website also providéskatd Section 16 filings which are available
the same day as such filings are made. Informaiotained on these websites is not a part of thisual Report on Form 10-K.

Executive Officers of the Registrant

The following table sets forth the names, agespasitions of our executive officers as of Februar2013.

Name Age Position

Patrick C.S. Lo 56 Chairman and Chief Executive Officer

Christine M. Gorjanc 56 Chief Financial Officer

Mark G. Merrill 58 Chief Technical Officer

Michael P. Clegg 52 Senior Vice President and General Manager of SefRfovider Business Unit
David S.G. Soares 46 Senior Vice President and General Manager of RBtainess Unit

Michael F. Falcon 56 Senior Vice President of Worldwide Operations aog@drt

Charles T. Olson 57 Senior Vice President of Engineering

Andrew W. Kim 42 Vice President, Legal and Corporate Developmentp@ate Secretary

Patrick C.S. Lois our cofounder and has served as our Chairman and Chiefufive Officer since March 2002. He has also sk
temporary General Manager of our Commercial Busitéist, since May 2012. Patrick founded NETGEARhWMark G. Merrill with the singul:
vision of providing the appliances to enable evagym the world to connect to the high speed Imefar information, communication, busin
transactions, education, and entertainment. FroB88 1entil 1995, Mr. Lo worked at Hewleftackard Company, where he served in va
management positions in sales, technical suppatiyct management, and marketing in the U.S. ana. Mr. Lo was named the Ernst & You
National Technology Entrepreneur of the Year in@Qdr. Lo received a B.S. degree in electrical aegring from Brown University

Christine M. Gorjanchas served as our Chief Financial Officer sincaildan2008, Chief Accounting Officer from Decemb@08 to Janual
2008 and Vice President, Finance from November 200Becember 2006. From September 1996 through ibge 2005, Ms. Gorjanc servec
Vice President, Controller, Treasurer and Assis@@tretary for Aspect Communications Corporatiorpra@vider of workforce and custon
management solutions. From October 1988 throughe8dger 1996, Ms. Gorjanc served as the Manageragffdor Tandem Computers, Inc.
provider of faulttolerant computer systems. Prior to that, Ms. Gurjaerved in management positions at Xidex Corfmrat manufacturer
storage devices, and spent eight years in
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public accounting with a number of accounting firfks. Gorjanc holds a B.A. in Accounting (with haspfrom the University of Texas at EI P
and a M.S. in Taxation from Golden Gate University.

Mark G. Merrill is our cofounder and has served as our Chief Technology@fBince January 2003. From September 1999 tadaf003
he served as Vice President of Engineering andedesg Director of Engineering from September 129Sdptember 1999. From 1987 to 1!
Mr. Merrill worked at SynOptics Communications,azdl area networking company, which later mergetth Wiellfleet to become Bay Networ
where his responsibilities included system desigh @alog implementations for SynOptics' first 1T products. Mr. Merrill received botfr
B.S. degree and an M.S. degree in Electrical Erging from Stanford University.

Michael P. Clegdhas served as our Senior Vice President and Gekarsdger of Service Provider Business Unit sincgusti 2005. Prior !
joining NETGEAR, Mr. Clegg served as VP EngineeriagEntrisphere (acquired by Ericsson) from Fetyr@803 to January 2005, and COO
CTO at Virtual Access from September 1999 to AROID2. From March 1999 to September 1999, Mr. Clsgyed as Vice President D
Solutions at Fujitsu Telecommunications Europe whacquired the Westell Europe subsidiary, which ®legg led as Managing Director fri
May 1995 to September 1999. Prior to May 1995, Glegg served as Senior Consultant at Scientifice@es (now Sagentia) from December 1
to April 1994. Mr. Clegg received both a B.S. degire Electrical Engineering and an M.S. degreeigitBl Systems Design from the University
the Witwatersrand, South Africa.

David S.G. Soarekas served as our Senior Vice President and Gelenadger of Retail Business Unit since April 20ahd Senior Vic
President of Worldwide Sales from August 2004 tade2011. Mr. Soares joined us in January 1998,sanded as Vice President of EMEA s,
from December 2003 to July 2004, EMEA Managing Etioe from April 2000 to November 2003, United Kirggd and Nordic Regional Manay
from February 1999 to March 2000 and United KingdBountry Manager from January 1998 to January 1B8i9r to joining us, Mr. Soares w
at Hayes Microcomputer Products, a manufactureialfup modems, where he was head of their ret@igmmerce and DMR channels in the |
Mr. Soares attended Ridley College, Ontario Canada.

Michael F. Falcorhas served as our Senior Vice President of Worlev@gerations and Support since January 2009, S€merPresident
Operations from March 2006 to January 2009, an& Yiesident of Operations from November 2002 tocM&006. Prior to joining us, Mr. Falc
was at Quantum Corporation, where he served as Rfiesident of Operations and Supply Chain Managefn@m September 1999 to Novem
2002, Meridian Data (acquired by Quantum Corporgtizvhere he served as Vice President of Operafrons April 1999 to September 1999, «
Silicon Valley Group, where he served as DirectoOperations, Strategic Planning and Supply Chaandyement from February 1989 to A
1999. Prior to February 1989, Mr. Falcon servedhanagement positions at SCI Systems, an electramacsifacturer, Xerox Imaging System
provider of scanning and text recognition solutjcasd Plantronics, Inc., a provider of lightweiglinmunication headsets. Mr. Falcon receiv
B.A. degree in Economics with honors from the Ursity of California, Santa Cruz and has completeagrsework in the M.B.A. program at Sa
Clara University.

Charles T. Olsomnas served as our Senior Vice President of Engitgeeince March 2006 and our Vice President of Eegiing from Janua
2003 to March 2006. Prior to joining NETGEAR, MrlsOn was at Hewlet®ackard Company, from July 1978 to January 200&revhe served
Director of Research and Development for ProCurstvarking from 1998 to 2003, as Research and Dewedmt Manager for the Enterpt
Netserver division from 1997 to 1998, and, in vasi@ther engineering management roles in He-Packard's Unix server and personal com
product divisions prior to 1998. Mr. Olson receive®.S. degree in Electrical Engineering from thevidrsity of California, Davis and an M.B.
from Santa Clara University.

Andrew W. Kimhas served as our Vice President, Legal and Cagp@avelopment and Corporate Secretary since Oc@8 and as o
Associate General Counsel from March 2008 to Oc¢t8668. Prior to joining NETGEAR, Mr. Kim served 8pecial Counsel in the Corporate
Securities Department of Wilson Sonsini GoodriclR&sati, a private law firm, where he representddipand private technology companies
wide range of matters, including mergers and adipis, debt and equitfinancing arrangements, securities law compliancd eorporat
governance from 2000 to 2003 and 2006 to 2008etwdeen his two terms at Wilson Sonsini Goodrich &s&i, Mr. Kim served as Partner in
Business and Finance Department of the law firmnéctz Cooper Chartered in Chicago, lllinois, andwaa Adjunct Professor of Entrepreneur
at the lllinois Institute of Technology. Mr. Kim tits a J.D. from Cornell Law School, and receiv®l&. degree in history from Yale University.
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Item 1A. Risk Factors

Investing in our common stock involves a high degrerisk. The risks describdxtlow are not exhaustive of the risks that migfcfoul
business. Other risks, including those we curredégm immaterial, may also impact our business. @&rthe following risks could materia
adversely affect our business operations, resultsperations and financial condition and could ri¢so a significantdecline in our stock pric
Before deciding to purchase, hold or sell our commatock, you should carefully consider the riskscdbed in this section. This section shoul
read in conjunction with the consolidated financs&htements and accompanying notes thereto, andaésment's Discussion and Analysi
Financial Condition and Results of Operations imgd in this Annual Report on Form-K.

We expect our operating results to fluctuate on auprterly and annual basis, which could cause our stk price to fluctuate or decline.

Our operating results are difficult to predict amdy fluctuate substantially from quarter-to-quaxteryear-toyear for a variety of reasol
many of which are beyond our control. If our acteslults were to fall below our estimates or thgeexations of public market analysts or inves
our quarterly and annual results would be negatiimpacted and the price of our stock could decl@ther factors that could affect our quart
and annual operating results include those listdte risk factors section of this report and atterch as:

» changes in the pricing policies of or the introdoretof new products by us or our competit
e unanticipated shift or decline in profit by geodnagal region that would adversely impact our tabe;

» slow or negative growth in the networking prodymrsonal computer, Internet infrastructure, honeetednics and related technol
markets, as well as decreased demand for Intecness,

« operational disruptions, such as transportationydeor failure of our order processing system,iqaerly if they occur at the end o
fiscal quarter;

» geopolitical disruption leading to delay or eveopgiage of our operations in manufacturing, trartsion, technical support a
research and development;

» delay or failure of our service provider custonmterpurchase at the volumes that they fore
» foreign currency exchange rate fluctuations injthisdictions where we transact sales and expereditin local currenc

» changes in or consolidation of our sales chanmalsweholesale distributor relationships or failusentanage our sales channel inven
and warehousing requirements;

» delay or failure to fulfill orders for our produats a timely basi

» allowance for bad debts exposure with our existingtomers and new customers, particularly as wergkpnto new internation
markets;

» disruptions or delays related to our financial anterprise resource planning syste
« our inability to accurately forecast product dem

¢ component supply constraints from our venc

» unfavorable level of inventory and tur

» shift in overall product mix sales from higher taver margin products, or from one business urérother, that would adversely img
our margins;

» terms of our contracts with customers or supplieas cause us to incur additional expenses or assultitional liabilities

10
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the inability to maintain stable operations by suppliers and other parties with which we have cencial relationship:
delays in the introduction of new products by usnarket acceptance of these prodi

an increase in price protection claims, redemptiohsarketing rebates, product warranty and statktion returns or allowance
doubtful accounts;

litigation involving alleged patent infringeme
epidemic or widespread product failure, or unapéitéd safety issues, in one or more of our prog

challenges associated with integrating acquisititmet we make, or with realizing value from ourasgic investments in ott
companies;

failure to effectively manage our third party custr support partners which may result in custonmengaints and/or harm to t
NETGEAR brand

our inability to monitor and ensure compliancé&hwour anti-corruption compliance program and dstitceand international anti-
corruption laws and regulations, whether in refatim our employees or with our suppliers or custame

labor unrest at facilities managed by our thpedty manufacturer
unanticipated increase in costs, including airgingi associated with shipping and delivery of owdpicts

our failure to implement and maintain the apprdpriaternal controls over financial reporting whietay result in restatements of
financial statements; and

any changes in accounting ru

As a result, period-tperiod comparisons of our operating results maybeoteaningful, and you should not rely on themaragndication ¢
our future performance.

Our stock price may be volatile and your investmenin our common stock could suffer a decline in vale.

With the continuing uncertainty about economic gtiads in Europe, Australia, the United States alsgwhere internationally, there has t
significant volatility in the market price and tiad volume of securities of technology and othenpanies, which may be unrelated to the final
performance of these companies. These broad nffwkitations may negatively affect the market poé@ur common stock.

Some specific factors that may have a significieceon our common stock market price include:

actual or anticipated fluctuations in our operatiegults or our competitors' operating res
actual or anticipated changes in the growth rath@feneral networking sector, our growth ratesusrcompetitors' growth ratt

conditions in the financial markets in general bamges in general economic conditions, includingegament efforts to stabili.
currencies;

interest rate or currency exchange rate fluctual
our ability or inability to raise additional cagi

our ability to report accurate financial resultsur periodic reports filed with the SEC; i

11
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» changes in stock market analyst recommendatiorsgdim our common stock, other comparable compaiesir industry generall
Economic conditions are likely to materially adversly affect our revenue and results of operations.

Our business has been and may continue to be edfdnt a number of factors that are beyond our obmsich as general geopolitic
economic and business conditions, conditions irfittencial markets, and changes in the overall dehfar networking products. A severe an
prolonged economic downturn could adversely affaat customers' financial condition and the leveisbosiness activity of our custome
Continued weakness in, and uncertainty about, glet@nomic conditions continue to cause businegspsstpone spending in response to tig
credit, negative financial news and/or declinem@ome or asset values, which could have a mateeightive effect on the demand for networ
products.

The recent indications of continued economic raoasthroughout various regions worldwide, espegiadl Europe, have presented signific
challenges to our business. If conditions in thebgl economy, including Europe, Australia and timitédl States, or other key vertical or geogra
markets continue to remain weak and uncertain ke even further, such conditions could have aenstadverse impact on our busin
operating results and financial condition. In aiddif if we are unable to successfully anticipatargiing economic and political conditions, we |
be unable to effectively plan for and respond tséhchanges, which could materially adversely affac business and results of operations.

In addition, the recent economic problems affectihg financial markets and the recent uncertaintglobal economic conditions he
resulted in a number of adverse effects includitgnalevel of liquidity in many financial marketextreme volatility in credit, equity, currency ¢
fixed income markets, instability in the stock nmetrland high unemployment. For example, the receallenges faced by the European Unic
stabilize some of its member economies, such asd8réPortugal, Spain, Hungary and even ltaly, lzaksihternational implications affecting
stability of global financial markets and hinderiagonomies worldwide. Many member nations in theopean Union have been addressing
issues with controversial austerity measures. Shitid European Union monetary policy measures $agfinient to restore confidence and stah
to the financial markets, the recovery of the globeonomy, including the U.S. and European Unioonemies where we have a signific
presence, could be hindered or reversed, whichdcoave a material adverse effect on us. For exgrnipdeaggregate number of resellers of
products decreased during the third quarter of 2@0&2believe this was caused by the difficult waiidie economic environment, and especially
difficulties experienced in Europe. There couldoalee a number of other folloan effects from these economic developments andtive
economic trends on our business, including theilibabf customers to obtain credit to finance puases of our products; customer insolven
decreased customer confidence to make purchasicgiales; decreased customer demand; and decreaséaimer ability to pay their tra
obligations.

Some of our competitors have substantially greateresources than we do, and to be competitive we mae required to lower our prices o
increase our sales and marketing expenses, whichutt result in reduced margins and loss of market sére.

We compete in a rapidly evolving and fiercely cotitpee market, and we expect competition to contirto be intense, including pr
competition. Our principal competitors in the comoi@ business market include Allied Telesys, Bauda, Buffalo, Data Robotics, Dell, Drk,
Fortinet, HewlettPackard, Huawei, Cisco Systems, the Linksys dimigid Cisco Systems, QNAP Systems, Seagate TechnofmnicWALL,
Synology, TRENDnet, WatchGuard and Western Digi@lr principal competitors in the home market fetworking devices and televisi
connectivity products include Apple, AsusTEK, BelkD-Link, the Linksys division of Cisco Systemspk®, TPLink and Western Digital. O
principal competitors in the broadband service ewvmarket include Actiontec, ARRIS, Compal Broadt, Comtrend, Q+ink, Hitron, Huawei
Motorola, NetComm Wireless, Pace, Sagem, Scienfiflantaa Cisco company, SMC Networks, TechniColor, Ubegk Zand ZyXEL. Othe
competitors include numerous local vendors sucbawmlo, LEA, AVM and the Hercules brand of Guillen@orporation in Europe, Corega
Melco in Japan and TBink in China. In addition, these local vendors ntayget markets outside of their local regions amaly increasing!
compete with us in other regions worldwide. Ourepbial competitors also include other consumerteacs vendors, including LG Electroni
Microsoft, Panasonic, Samsung, Sony, Toshiba amtbMivho could integrate networking and streamiagabilities into their line of products, st
as televisions, set top boxes and gaming consatesour channel customers who may decide to offié¢thsanded networking products. We ¢
face competition from service providers who maydiara free networking device with their broadbaed/ie offering, which would reduce ¢
sales if we are not the supplier of choice to thesevsice providers. In the service provider spaee,are also facing significant and incre¢
competition from original design manufacturersO®M's, and contract manufacturers who are sellimd @tempting to sell their products dire
to service providers around the world. In additiasmwe expand our product portfolio to include henmitoring cameras and services, we also
competition from incumbents and specialty providierghis space, including Axis Communications, Lsgk, DLink, Logitech, Dropcam, ar
Sercomm.
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Many of our existing and potential competitors h#meger operating histories, greater name recagniéind substantially greater financ
technical, sales, marketing and other resourcess& bompetitors may, among other things, underake extensive marketing campaigns, a
more aggressive pricing policies, obtain more fabte pricing from suppliers and manufacturers, exert more influence on sales channels
we can. We anticipate that current and potentiahpetitors will also intensify their efforts to pdree our target markets. For example,
competition is intense in our industry in certagpgraphical regions and product categories. Manguofcompetitors in the service provider
retail spaces price their products significantlyoleour product costs in order to gain market sharerage sales prices have declined in the
and may again decline in the future. These congstinay have more advanced technology, more extewstribution channels, stronger br
names, greater access to shelf space in retatidasabigger promotional budgets and larger custobases than we do. In addition, many of t
competitors leverage a broader product portfolid affer lower pricing as part of a more comprehemsnd-toend solution which we may r
have. These companies could devote more capi@liress to develop, manufacture and market compgptiogucts than we could. Our competi
may also acquire other companies in the marketeraage combined resources to gain market sharexample, in January 2013, Belkin entt
into an agreement to acquire the Linksys divisiamf Cisco. Belkin and Linksys are two of our siggaht competitors. The combined comp
may have synergies which increase opportunitiesBfelkin to gain market share, especially in Nortmekica. If any of these companies
successful in competing against us, our sales atedtine, our margins could be negatively impaeted we could lose market share, any of w
could seriously harm our business and results efains.

Our business is subject to the risks of internatioal operations.

We derive a significant portion of our revenue fromternational operations. As a result, our finahcondition and operating results coulc
significantly affected by risks associated witheimational activities, including economic and labonditions, political instability, tax laws, chast
in the value of the U.S. dollar versus local cucies, and natural disasters. Margins on sales opmducts in foreign countries, and on sale
products that include components obtained fromidoresuppliers, could be materially adversely affdcby foreign currency exchange
fluctuations and by international trade regulatioddditionally, certain foreign countries have cdexregulatory requirements as condition
doing business. For example, the United Kingdomi-Bnibery Act of 2010 is broad legislation that proits bribery and applies to our operati
worldwide. This foreign legislation follows in trepirit of the U.S. Foreign Corrupt Practices Actldacuses additional governmental efforts
anticorruption efforts worldwide. Meeting theseuggments may increase our operating expenses asnti@ue to expand internationally.

If we fail to continue to introduce or acquire newproducts that achieve broad market acceptance on @mely basis, we will not be able t
compete effectively and we will be unable to incre® or maintain net revenue and gross margins.

We operate in a highly competitive, quickly chamgenvironment, and our future success depends oalility to develop or acquire, a
introduce new products that achieve broad markegmance. Our future success will depend in laegeypon our ability to identify demand tre
in the commercial business, retail, and serviceides markets and quickly develop or acquire, arahufiacture and sell products that satisfy t
demands in a cost effective manner. In order t@diftiate our products from our competitors' pasguwe must continue to increase our focus
capital investment in research and developmentydig software development. Successfully predicilemand trends is difficult, and it is v
difficult to predict the effect introducing a newogduct will have on existing product sales. We &lBo need to respond effectively to new pro
announcements by our competitors by quickly intoidg competitive products.

We recently developed and launched new productidwigte under a new brand as an effort to increasessn a particular market segm
The new brand products may adversely affect sdlearcexisting products. Marketing of the new branay also lead to confusion with our exis
customers. We have little to no experience inrsgld new brand simultaneously with our existingdpiai portfolio. If we are unable to effectiv
manage the pricing, marketing, sale and distrilmutd products under our new brand together with existing products, our business will
harmed.

In addition, we have acquired companies and tecignes in the past and as a result, have introdnegdproduct lines in new markets.
may not be able to successfully manage integratidhe new product lines with our existing produ@slling new product lines in new markets
require our management to learn different strategierder to be successful. We may be unsuccessfalinching a newly acquired product line
new markets which requires management of new sngplpotential new customers and new business sio0el management may not have
experience of selling in these new markets and \ag not be able to grow our business as plannedekample, our recent acquisition of
VueZone product line continues to require signiftcamanagement effort to successfully scale andclatime products worldwide. If we are unabl
effectively and successfully integrate these newdpct lines, we may not be able to increase or m@irour sales and our gross margins me
adversely affected.
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We have experienced delays and quality issuesléasimg new products in the past, which resultetbwer quarterly net revenue tt
expected. In addition, we have experienced, and im#ye future experience, product introductiorat thall short of our projected rates of ma
adoption. Online Internet reviews of our producte increasingly becoming a significant factor ire thuccess of our new product launc
especially in the retail business unit. If we anahle to quickly respond to negative reviews, idislg end user reviews posted on various prom
online retailers, our ability to sell these produsill be harmed. Any future delays in product depenent and introduction, or product introducti
that do not meet broad market acceptance, or uassitd launches of newly acquired product linedatoesult in:

» loss of or delay in revenue and loss of marketes

* negative publicity and damage to our reputation tznaghd

» adecline in the average selling price of our potsl

» adverse reactions in our sales channels, sucldasa@ shelf space, reduced online product vigibitit loss of sales channel; :
» increased levels of product retul

Throughout the past couple of years, we have sogmifly increased the rate of our new product ohiticiions. If we cannot sustain the re
pace of innovation or acquire new product lines,may not be able to maintain or increase the mastkate of our products. In addition, if we
unable to successfully introduce or acquire nevadpets with higher gross margins, our net revenueoserall gross margin would likely decline.

We obtain several key components from limited or de sources, and if these sources fail to satisfy osupply requirements or we are unabli
to properly manage our supply requirements with ourthird party manufacturers, we may lose sales andxgerience increased compone
costs.

Any shortage or delay in the supply of key prodcminponents would harm our ability to meet schedylextiuct deliveries. Many of t
semiconductors used in our products are specificisigned for use in our products and are obtdimed sole source suppliers on a purchase
basis. In addition, some components that are usetl our products are obtained from limited soarcEnese components include connector ji
plastic casings and physical layer transceivers al@ obtain switching fabric semiconductors, whack used in our Ethernet switches and Int:
gateway products, and wireless local area netwbigsets, which are used in all of our wireless pits, from a limited number of supplie
Semiconductor suppliers have experienced and aamtiio experience component shortages themselves, as with substrates used
manufacturing chipsets, which in turn adversely aotpour ability to procure semiconductors from théwr thirdparty manufacturers gener:
purchase these components on our behalf on a m&aaer basis, and we do not have any contractramitments or guaranteed suf
arrangements with our suppliers. If demand forecjg component increases, we may not be abldédtaiman adequate number of that compc
in a timely manner. In addition, if worldwide dendafor the components increases significantly, thailability of these components could
limited. Further, our suppliers may experienceritial or other difficulties as a result of uncemtand weak worldwide economic conditions. O
factors which may affect our suppliers' abilitysigpply components to us include internal managemmergorganizational issues, such as ooit-of
new equipment which may delay or disrupt supplymEviously forecasted components. It could be diffi costly and time consuming to obi
alternative sources for these components, or toggharoduct designs to make use of alternative comts. In addition, difficulties in transitioni
from an existing supplier to a new supplier couigate delays in component availability that wouddédna significant impact on our ability to ful
orders for our products.

We provide our thirgearty manufacturers with a rolling forecast of deshawhich they use to determine our material anchpmen
requirements. Lead times for ordering materials amhponents vary significantly and depend on varitactors, such as the specific supg
contract terms and demand and supply for a compatem given time. Some of our components have lead times, such as wireless local
network chipsets, switching fabric chips, physieger transceivers, connector jacks and metal #mtip enclosures. If our forecasts are not tit
provided or are less than our actual requiremenisthirdparty manufacturers may be unable to manufactwdyats in a timely manner. If ¢
forecasts are too high, our thipdwty manufacturers will be unable to use the camepts they have purchased on our behalf. The dotte
components used in our products tends to drop lyaplvolumes increase and the technologies matimerefore, if our thirgsarty manufacture
are unable to promptly use components purchaseduoibehalf, our cost of producing products may lghdr than our competitors due to
oversupply of highepriced components. Moreover, if they are unablese components ordered at our direction, we wilidn® reimburse the
for any losses they incur.
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If we are unable to obtain a sufficient supply ofrponents, or if we experience any interruptiorthia supply of components, our proc
shipments could be reduced or delayed or our dagbtaining these components may increase. Compahentages and delays affect our abilit
meet scheduled product deliveries, damage our baaddreputation in the market, and cause us to dates and market share. For exan
component shortages and disruptions in supply énpist have limited our ability to supply all thendwide demand for our products and
revenue was affected.

Another example relates to the record flooding liailand in the third quarter of 2011. Many majomuiacturers of hard disk drives and tl
component suppliers maintain significant operation$hailand in areas affected by the flooding. S&éclude most, if not all, of our direct ¢
indirect suppliers of hard disk drives for our R@dAS product line. All of our major direct and imect suppliers of hard disk drives informec
that our supply chain would be constrained forratefinite amount of time, in some cases up to sixtims. Some therefore declared a force ma
event and have stated that, in addition to andusecaf the supply constraints, pricing for hardkdisives would increase significantly until tt
were able to stabilize the situation. As a resu#t,experienced increased prices in the cost of dstddrives and ceased accepting any addit
orders containing ReadyNAS products with hard diskes at then current prices and all shipmentRedidyNAS products with hard disk dri
were placed on hold. In addition, all sales andketamg promotions involving ReadyNAS products wéeeminated temporarily. Further,
declared the existence of a force majeure evergruogr contracts with certain customers. Accordinglr business was harmed. Certain ever
natural disasters that occur in the future may haunbusiness as well.

If we do not effectively manage our sales channehientory and product mix, we may incur costs assogied with excess inventory, or los
sales from having too few products.

If we are unable to properly monitor, control andnage our sales channel inventory and maintairppropriate level and mix of produ
with our wholesale distributors and within our sathannels, we may incur increased and unexpec®d associated with this inventory.
generally allow wholesale distributors and traditibretailers to return a limited amount of ourdarots in exchange for other products. Unde
price protection policy, if we reduce the list griof a product, we are often required to issuesditm an amount equal to the reduction for edi
the products held in inventory by our wholesaldriftiators and retailers. If our wholesale distriimstand retailers are unable to sell their inver
in a timely manner, we might lower the price of fv@ducts, or these parties may exchange the pt®dac newer products. Also, during
transition from an existing product to a new replaent product, we must accurately predict the denfiamnthe existing and the new product.

We determine production levels based on our fotegafsdemand for our products. Actual demand farmoducts depends on many fact
which makes it difficult to forecast. We have expeced differences between our actual and our ésted demand in the past and ex
differences to arise in the future. If we improgedrecast demand for our products we could enevitip too many products and be unable to
the excess inventory in a timely manner, if at at|, alternatively we could end up with too few guots and not be able to satisfy demand.
problem is exacerbated because we attempt to glosaich inventory levels with product demand legvimited margin for error. If these eve
occur, we could incur increased expenses assoaidtbdwvriting off excessive or obsolete inventolyse sales, incur penalties for late deliver
have to ship products by air freight to meet imragglidemand incurring incremental freight costs abitve sea freight costs, a preferred me
and suffering a corresponding decline in gross marg

If we lose the services of our Chairman and Chief ¥ecutive Officer, Patrick C.S. Lo, or our other keypersonnel, we may not be able
execute our business strategy effectively.

Our future success depends in large part upondhtncied services of our key technical, sales, starg, finance and senior managen
personnel. In particular, the services of PatricR.@.0, our Chairman and Chief Executive Officehoihas led our company since its inception
very important to our business. We do not maintaiy key person life insurance policies. Our busine®del requires extremely skilled i
experienced senior management who are able totaittishe rigorous requirements and expectatiomsiobusiness. Our success depends on ¢
management being able to execute at a very higtl.l@he loss of any of our senior management oerokiey research, development, sale
marketing personnel, particularly if lost to comfmes, could harm our ability to implement our mess strategy and respond to the ra
changing needs of our business. While we have adaot emergency succession plan for the short teefhave not formally adopted a long t:
succession plan. As a result, if we suffer the tifsservices of any key executive, our long termsibesss results may be harmed. While we be
that we have mitigated some of the business exatatid business continuity risk with our recentgeaization into three business units, the lo
any key personnel would still be disruptive andnihaur business, especially given that our busireksanly staffed and relies on the expertise
high performance of our key personnel. In additioecause we do not have a formal long term sucoegdan, we may not be able to have
proper personnel in place to effectively executelong term business strategy if Patrick Lo or otkey personnel retire, resign or are other
terminated.
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The average selling prices of our products typicall decrease rapidly over the sales cycle of the prodt, which may negatively affect our ne
revenue and gross margins.

Our products typically experience price erosiofgigy rapid reduction in the average unit sellipgces over their respective sales cycle
order to sell products that have a falling avenawgj¢ selling price and maintain margins at the séime, we need to continually reduce product
manufacturing costs. To manage manufacturing cestsmust collaborate with our third-party manufaeta to engineer the most cedfective
design for our products. In addition, we must aalgfmanage the price paid for components useduinpsoducts. We must also success!
manage our freight and inventory costs to reduegalvproduct costs. We also need to continualisooiuce new products with higher sales pi
and gross margins in order to maintain our oveyelss margins. If we are unable to manage theofadtler products or successfully introduce
products with higher gross margins, our net revemeoverall gross margin would likely decline.

We have been and will be investing increased addithal in-house resources on software research and developmerhich could disrupt our
ongoing business and present risks not originallyantemplated.

We plan to continue to evolve our historically haadecentric business model towards a model that includere sophisticated softw.
offerings. As such, we will further evolve the facaf our organization towards the delivery of miotegrated hardware and software solution
our customers. While we have invested in softwaneetbpment in the past, we will be expending addél resources in this area in the future. !
endeavors may involve significant risks and undeties, including distraction of management fronrent operations, insufficient revenue to of
liabilities assumed and expenses associated wéhsttategy, inadequate return on capital, and uafiftld issues not discovered in our
diligence. Software development is inherently rifdaya company such as ours with a historicallydiaerecentric business model, and accordir
our efforts in software development may not be essful. Any increased investment in software reteand development may materii
adversely affect our financial condition and opeatesults.

We may spend a proportionately greater amount fiware research and development in the future.elfcannot proportionately decrease
cost structure in response to competitive pricsgrees, our gross margin and, therefore, our phifiity could be adversely affected. In additich
our software solutions, pricing and other factaes rot sufficiently competitive, or if there is adverse reaction to our product decisions, we
lose market share in certain areas, which coulé=saly affect our revenue and prospects.

Software research and development is complex. W& make longerm investments, develop or obtain appropriatellettual property ar
commit significant resources before knowing whetber predictions will accurately reflect customemthnd for our products and services.
must accurately forecast mixes of software solstiand configurations that meet customer requirespenid we may not succeed at doing so w
a given product's life cycle or at all. Any delaythe development, production or marketing of a seftware solution could result in us not be
among the first to market, which could further harar competitive position. In addition, our regulasting and quality control efforts may not
effective in controlling or detecting all qualitgsues and defects. We may be unable to deterneneatise, find an appropriate solution or off
temporary fix to address defects. Finding solutitmguality issues or defects can be expensivenasaydresult in additional warranty, replacen
and other costs, adversely affecting our profiteiew or existing customers have difficulty withraoftware solutions or are dissatisfied with
services, our operating margins could be adversfgcted, and we could face possible claims if aiétb meet our customers' expectation:
addition, quality issues can impair our relatiopshwith new or existing customers and adverselgcafour brand and reputation, which cc
adversely affect our operating results.

As part of growing our business, we have made andgect to continue to make acquisitions. If we faito successfully select, execute
integrate our acquisitions, then our business andperating results could be harmed and our stock prie could decline.

From time to time, we will undertake acquisitiors add new product lines and technologies, gain sal@s channels or enter into new ¢
territories. For example, we recently closed twguesitions. First, in June 2012 we acquired sedssets of a small engineering operation in Inc
enhance our wireless product offerings in our coneiakbusiness unit. Additionally in July 2012, wsed the acquisition of privately h
AVAAK, Inc., creators of the VueZone®ome video monitoring system. In addition, in Jag013, we announced the acquisition of the Aid
business of Sierra Wireless, Inc. Upon closing,Alr€ard acquisition would represent our largesiuasition, both in terms of consideration .
headcount. Acquisitions involve numerous risks elmallenges, including but not limited to the foliiog:

* integrating the companies, assets, systems, pmdates channels and personnel that we ac

e growing or maintaining revenues to justify the ghase price and the increased expenses associdteaoguisitions

16




Table of Contents

e entering into territories or markets that we haretéd or no prior experience wi

» establishing or maintaining business relationshijls customers, vendors and suppliers who may betoais
e overcoming the employee, customer, vendor and &rgpknover that may occur as a result of the esitipn;
« diverting management's attention from running tag t day operations of our business;

» potential postlosing dispute

As part of undertaking an acquisition, we may agmificantly revise our capital structure or opimaal budget, such as issuing comr
stock that would dilute the ownership percentageusfstockholders, assuming liabilities or debitjaing a substantial portion of our cash resou
to pay for the acquisition or significantly increep operating expenses. Our acquisitions have tezsaind may in the future result in charges k
taken in an individual quarter as well as futureqas, which results in variability in our quartegarnings. In addition, our effective tax rateaimy
particular quarter may also be impacted by acqoist Following the closing of an acquisition, wayralso have disputes with the seller rega
contractual requirements and covenants. Any sugbutés may be time consuming and distract manageinoem other aspects of our business
addition, if we continue to increase the pace ofugitions, as we did in June and July 2012, wé lndle to expend significant management
and effort into the transactions and the integretiand we may not have the proper human resouaresnwlidth to ensure successful integrations
accordingly, our business could be harmed.

As part of the terms of acquisition, we may cominitpay additional contingent consideration if certeevenue or other performar
milestones are met. We are required to evaluatéathgalue of such commitments at each reportiatg dind adjust the amount recorded if ther
changes to the fair value.

We cannot ensure that we will be successful inctelg, executing and integrating acquisitions. iealarly with the contemplated closing
the AirCard business of Sierra Wireless, our mamege will be singularly focused on executing a ssstul integration given the size
significance of that acquisition. Failure to manage successfully integrate acquisitions, espgctalt AirCard business of Sierra Wireless, ¢
materially harm our business and operating resuitaddition, if stock market analysts or our stozklers do not support or believe in the vall
the acquisitions that we choose to undertake, toek price may decline.

Changes in tax rates, adverse changes in tax lawsexposure to additional income tax liabilities cold affect our future profitability.
Factors that could materially affect our futureseffve tax rates include but are not limited to:
» changes in the regulatory environm
» changes in accounting and tax standards or pra
» changes in the composition of operating incomeayjurisdiction; an
» our operating results before tay

We are subject to income taxes in the United Statedsnumerous foreign jurisdictions. Our effectize rate has fluctuated in the past and
fluctuate in the future. Future effective tax ratesild be affected by changes in the compositiorashings in countries with differing tax ra
changes in deferred tax assets and liabilitieshanges in tax laws.

We are also subject to examination by the InteRelenue Service (“IRS"and other tax authorities, including state reveagencies ar
foreign governments. In 2011, the IRS commencedxamination of our 2008 and 2009 tax years. Thét auak completed in October 2012, .
all issues under examination by the IRS were dffelst settled. While we regularly assess the liketid of favorable or unfavorable outcor
resulting from examinations by the IRS and other dathorities to determine the adequacy of our igion for income taxes, there can be
assurance that the actual outcome resulting fr@setlexaminations will not materially adversely etfieur financial condition and operating resi
Additionally, the IRS and other tax authorities @ancreasingly focused attention on intercompaagdfer pricing with respect to sales of prod
and services and the use of intangible assetsatithorities could disagree with our intercompangrges, crosgirisdictional transfer pricing
other matters and assess additional taxes. If wetlprevail in any such disagreements, our ptoifitg may be affected.

17




Table of Contents

We are subject to, and must remain in compliance wh, numerous laws and governmental regulations comening the manufacturing, use
distribution and sale of our products, as well as @y such future laws and regulations. Some of our atiomers also require that we compl
with their own unique requirements relating to thee matters. Any failure to comply with such laws, rgulations and requirements, and an
associated unanticipated costs, may adversely affemur business, financial condition and results obperations.

We manufacture and sell products which containtedaic components, and such components may comtaiterials that are subject
government regulation in both the locations thatmanufacture and assemble our products, as wélleaecations where we sell our products.
example, certain regulations limit the use of l@aelectronic components. To our knowledge, we ma@incompliance with all applicable curr
government regulations concerning the materialzedi in our products, for all the locations in whiwe operate. Since we operate on a g
basis, this is a complex process which requiresimeosd monitoring of regulations and an ongoing plince process to ensure that we anc
suppliers are in compliance with all existing redigns. There are areas where new regulations leee enacted which could increase our cc
the components that we utilize or require us tceexipadditional resources to ensure complianceekample, the SEC passed final rules in Au
2012 regarding investigation and disclosure ofube of certain “conflict mineralsh our products. These rules apply to our busiegswe ar
expending significant resources to ensure compdiatfcthere is an unanticipated new regulation Wwhsgnificantly impacts our use of varic
components or requires more expensive compondraisregulation would have a material adverse impaabur business, financial condition .
results of operations.

One area which has a large number of regulatiortee@senvironmental compliance. Management of enwirental pollution and clima
change has produced significant legislative andleggry efforts on a global basis, and we belidgws will continue both in scope and the numbe
countries participating. These changes could dyréctrease the cost of energy which may have graghon the way we manufacture produc
utilize energy to produce our products. In additiamy new regulations or laws in the environmeatab might increase the cost of raw material
use in our products. Environmental regulations irequs to reduce product energy usage, monitor exulude an expanding list of restric
substances and to participate in required recomdrracycling of our products. While future changesegulations are certain, we are curre
unable to predict how any such changes will impacand if such impacts will be material to our bess. If there is a new law or regulation
significantly increases our costs of manufactungauses us to significantly alter the way thatmanufacture our products, this would ha
material adverse effect on our business, finargablition and results of operations.

Our selling and distribution practices are alsaitegd in large part by U.S. federal and state el as foreign antitrust and competition I
and regulations. In general, the objective of tHaaes is to promote and maintain free competitigrptohibiting certain forms of conduct that ti
to restrict production, raise prices, or otherwgsetrol the market for goods or services to theiment of consumers of those goods and sen
Potentially prohibited activities under these laway include unilateral conduct, or conduct undentaks the result of an agreement with or
more of our suppliers, competitors, or custometse Potential for liability under these laws candifficult to predict as it often depends o
finding that the challenged conduct resulted imh&r competition, such as higher prices, restrisigaply, or a reduction in the quality or varief
products available to consumers. We utilize a nunobalifferent distribution channels to deliver qunoducts to the end consumer, and regt
enter agreements with resellers of our productsadbus levels in the distribution chain that coblel subject to scrutiny under these laws ir
event of private litigation or an investigation &ygovernmental competition authority. In additiomany of our products are sold to consumer
the Internet. Many of the competitioalated laws that govern these Internet sales adwopted prior to the advent of the Internet, asdy eesult, d
not contemplate or address the unique issues rhisedline sales. New interpretations of existiagg$ and regulations, whether by courts or b
state, federal, or foreign governmental authoritieasrged with the enforcement of those laws andlagigns, may also impact our business in v
we are currently unable to predict. Any failurearr part or on the part of our employees, agemssiilalitors or other business partners to col
with the laws and regulations governing competitian result in negative publicity and diversiomanagement time and effort and may subje
to significant litigation liabilities and other palties.

In addition to government regulations, many of customers require us to comply with their own regmients regarding manufacturi
health and safety matters, corporate social rediptitys employee treatment, anti-corruption, udenmaterials andenvironmental concerns. So
customers may require us to periodically reportcompliance with their unique requirements, and seosomers reserve the right to audit
business for compliance. We are increasingly stliecequests for compliance with these customguirements. For example, there has |
significant focus from our customers as well as pghess regarding corporate social responsibilitycigs. We regularly audit our manufactur
however, any deficiencies in compliance by our nfacturers may harm our business and our branddditian, we may not have the resource
maintain compliance with these customer requiremand failure to comply may result in decreasedssti these customers, which may ha
material adverse effect on our business, finargatlition and results of operations.
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If we fail to successfully overcome the challengesssociated with managing and profitably growing ourbroadband service provider sale
channel, our net revenue and gross profit will be egatively impacted.

We sell a substantial portion of our products tigltobroadband service providers worldwide. Our sergirovider business unit accountec
a significant portion of our growth in 2011 anddhghout 2012. Our service provider business isg&ingly becoming a larger proportion of
business, especially upon the contemplated closfnifpe acquisition of the Sierra Wireless AirCandsimess. The service provider busine:
challenging and exceptionally competitive. We facaumber of challenges associated with penetrativegketing and selling to the broadb
service provider channel that differ from what waesé traditionally faced with the other channeldfiRilties and challenges in selling to sen
providers include a longer sales cycle, more stmmgoroduct testing and validation requirementdjigher level of customization demar
requirements that suppliers take on a larger sbhtbe risk with respect to contractual businesm$e competition from established suppli
pricing pressure resulting in lower gross margarg] irregular and unpredictable ordering habits. &@mple, even if we have a product whi
service provider customer may wish to purchasemag choose not to supply products to the potesgalice provider customer if the cont
requirements, such as service level requiremestslpes, and liability provisions, are too oneroiscordingly, our business may be harmed
our revenues may be reduced. Further, successfagements with service provider customers reqairesnstant analysis of technology trend
we are unable to anticipate technology trends amdice provider customer product needs, and tccatéo research and resources to the
projects, we may not be successful in continuingetb products to service provider customers. lditaeh, because our service providers comn
significant resources, including for software suppand demand extremely competitive pricing, oDNDs are starting to refuse to engage
service provider terms. Accordingly, as our ODMisreasingly decline to take orders for manufactuonr service provider products, our ser
provider business will be harmed.

Further, as the deployment of DOCSIS 3.0 technologybroadband service providers continues to matueeanticipate competing in
extremely price sensitive market and our marginy b affected. Orders from service providers gdhyetand to be large but sporadic, wh
causes our revenues from them to fluctuate andectugds our ability to accurately forecast demawodhfthem. In particular, managing invent
and production of our products for our service er customers is a challenge. Many of our serpic&ider customers have irregular purcha
requirements. These customers may decide to caraels for customized products specific to thatamuer, and we may not be able to reconfi
and sell those products in other channels. In mdfdithese customers may issue unforecasted ofderoducts which we may not be able
produce in a timely manner and as such, we mapeable to accept and deliver on such unforecastigts. In certain cases, we may comrr
fixed-price, long term purchase orders, with such orgeced in foreign currencies which could lose vadwer time in the event of adverse chai
in foreign exchange rates. Even if we are seleated supplier, typically a service provider wib@ldesignate a second source supplier, whict
time will reduce the aggregate orders that we wecom that service provider. For example, we haeen at the forefront of developing and se
DOCSIS 3.0 products to our service provider custsmethe past couple of years. As our competitengelop DOCSIS 3.0 products, our ser
provider customers may use these competitor precdagctin alternate source for this technology. ©wice provider customers may then requir
to lower our prices or they may choose to purcimagee DOCSIS 3.0 products from our competitors. Adogly, our business may be harmed
our revenues may be reduced.

If we were to lose a service provider customerafy reason, we may experience a material and inateedéduction in forecasted revenue
may cause us to be below our net revenue and amggratrgin expectations for a particular periodiofe and therefore adversely affect our s
price. For example, many of our competitors in $bevice provider space aggressively price theidpets in order to gain market share. We
not be able to match the lower prices offered byammpetitors. Many of the service provider custmneill seek to purchase from the lowest
provider, notwithstanding that our products mayhigher quality or our products were previously gated for use on their proprietary netw:
Accordingly, we may lose customers who have lowesre aggressive pricing and our revenues may heceeld In addition, service providers r
choose to prioritize the implementation of othehtelogies or the roll out of other services thambk networking. Weakness in orders from
industry could have a material adverse effect on lmsiness, operating results, and financial camditWe have seen slowdowns in caj
expenditures by certain of our service providet@ugrs in the past, and believe there may be patent similar slowdowns in the future. F
example, service provider purchases decreasec ithitd quarter of 2012 following a rwp in service provider purchases in the first lo&l2012
including purchases in anticipation of coverageatiey to the 2012 Olympic games. Any slowdown ie theneral economy, over supj
consolidation among service providers, regulat@yelopments and constraint on capital expenditcoedd result in reduced demand from ser
providers and therefore adversely affect our selethem. If we do not successfully overcome thesalenges, we will not be able to profita
grow our service provider sales channel and ouwvtirevill be slowed.
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We rely on a limited number of retailers, wholesalalistributors and service provider customers for asubstantial portion of our sales, an
our net revenue could decline if they refuse to paypur requested prices or reduce their level of puttases or if there is significar
consolidation in our customer base which results itess customers to sell our products.

We sell a substantial portion of our products tigtouetailers, including Best Buy Co., Inc. and af§iliates, and wholesale distributc
including Ingram Micro, Inc. and Tech Data Corpanat We expect that a significant portion of out revenue will continue to come from sale
a small number of retailers and wholesale distdtaifor the foreseeable future. In addition, beeaas accounts receivable are often concent
with a small group of purchasers, the failure of ahthem to pay on a timely basis, or at all, vebtéduce our cash flow. We are also expos
increased credit risk if any one of these limitagnbers of retailers and wholesale distributorssfail becomes insolvent. We generally hav
minimum purchase commitments or lotgm contracts with any of these retailers or distors. These purchasers could decide at any t
discontinue, decrease or delay their purchasesuofpmducts. If our retailers or wholesale disttdys increase the size of their product or
without sufficient leadime for us to process the order, our ability thifiproduct demands would be compromised. Thasgamers have a varit
of suppliers to choose from and therefore can nskmstantial demands on us, including demands oduptgoricing and on contractual ter
which often results in the allocation of risk toasthe supplier. Accordingly, the prices that thay for our products are subject to negotiatiod
could change at any time. Our ability to maintaiomsg relationships with our principal customergssential to our future performance. If an
our major retailers or wholesale distributors regltieeir level of purchases or refuse to pay theegrithat we set for our products, our net rev
and operating results could be harmed. Our traditioetail customers have faced increased andfisigni competition from online retailers, ¢
some of these traditional retail customers haveeemingly become a smaller portion of our businds®y retail customers continue to reduce 1
level of purchases, our business could be harmed.

Additionally, if there is consolidation among owrstomer base, certain customers may be able to eochincreased leverage in negotia
prices and other terms of sale, which could adWerakect our profitability. In addition, if, as eesult of increased leverage, customer pres
require us to reduce our pricing such that ourgroargins are diminished, we could decide not lcose products to a particular customer, wt
could result in a decrease in our revenue. Corestidid among our customer base may also lead t@weelddemand for our products, replaceme
our products with those of our competitors and elations of orders, each of which would harm opemating results. Consolidation among
service providers customers worldwide may also niakeore difficult to grow our service provider boess, given the fierce competition for
already limited number of service providers worldevand the long sales cycles to close deals. Fongbe, Liberty Global, a service provider v
operations worldwide, announced in February 2083 ithis entering into an agreement to acquire Mifgledia Limited, one of our significa
customers. Because we have not conducted busintsdiberty Global in the past, Virgin Media may bi@ected by Liberty Global to devel
relationships and business with other Liberty Glafeadors, many of which are our competitors. Ifigalidation among our customer base beci
more prevalent, our operating results may be harmed

We depend on large, recurring purchases from certai significant customers, and a loss, cancellationr alelay in purchases by thes
customers could negatively affect our revenue.

The loss of recurring orders from any of our magaigicant customers could cause our revenue aafitability to suffer. Our ability to attra
new customers will depend on a variety of factamsluding the coseffectiveness, reliability, scalability, breadthdadepth of our products.
addition, a change in the mix of our customersa @hange in the mix of direct and indirect salesjld adversely affect our revenue and g
margins.

Although our financial performance may depend agdarecurring orders from certain customers armséliers, we do not generally h:
binding commitments from them. For example:

» our reseller agreements generally do not requisstantial minimum purchas:
» our customers can stop purchasing and our resebgrstop marketing our products at any time
» our reseller agreements generally are not exclt
Further, our revenue may be impacted by significengttime purchases which are not contemplated to beataple. While such purchases
reflected in our financial statements, we do ndy @ and do not forecast for continued significametime purchases. As a result, lack

repeatable one-time purchases will adversely affectevenue.

Because our expenses are based on our revenuadisea substantial reduction or delay in salesuofproducts to, or unexpected rett
from, customers and resellers, or the loss of amjificant customer or reseller, could harm or ottise
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disrupt our business. Although our largest custanmeay vary from period to period, we anticipatet tar operating results for any given pe
will continue to depend on large orders from a $mamber of customers.

We depend substantially on our sales channels, amir failure to maintain and expand our sales chanrle would result in lower sales an
reduced net revenue.

To maintain and grow our market share, net reveamaebrand, we must maintain and expand our sakemels. Our sales channels consi
traditional retailers, online retailers, DMRs, VARand broadband service providers. Some of thesgesnpurchase our products through
wholesale distributor customers. We generally mveninimum purchase commitments or long-term catgrevith any of these third parties.

Traditional retailers have limited shelf space angimotional budgets, and competition is intensetliese resources. If the networking se
does not experience sufficient growth, retailery mlaoose to allocate more shelf space to otherurnas product sectors. A competitor with rr
extensive product lines and stronger brand idergitgh as Cisco Systems, may have greater bargginimer with these retailers. Any reductio
available shelf space or increased competitionstah shelf space would require us to increase arketing expenditures simply to maint
current levels of retail shelf space, which woulttrh our operating margin. Our traditional retaibttumers have faced increased and signif
competition from online retailers. If we cannotesfively manage our business amongst our onlintoess and traditional retail customers,
business would be harmed. The recent trend in dhsedidation of online retailers and DMR channeads hesulted in intensified competition
preferred product placement, such as product planeon an online retailer's Internet home pageaBamg our presence in the VAR channel
be difficult and expensive. We compete with estditdd companies that have longer operating histanéslongstanding relationships with VA
that we would find highly desirable as sales chamagtners. We also sell products to broadbandicemproviders. Competition for selling
broadband service providers is fierce and inteRsmetrating service provider accounts typicallyolags a long sales cycle and the challeng
displacing incumbent suppliers with establishedtrehships and fieldleployed products. During the third quarter of 2ah2 aggregate number
resellers of our products decreased from approxinat2,000 to approximately 40,000; we believe this caused by the difficult worldwi
economic environment, and especially the diffi@dtexperienced in Europe. If we are unable to ra@irgnd expand our sales channels, our gr
would be limited and our business would be harmed.

We must also continuously monitor and evaluate gingrsales channels. If we fail to establish a gmes in an important developing si
channel, our business could be harmed.

We depend on a limited number of third-party manufacturers for substantially all of our manufacturing needs. If these thirdparty
manufacturers experience any delay, disruption or gality control problems in their operations, we cold lose market share and our bran:
may suffer.

All of our products are manufactured, assemblesteteand generally packaged by a limited numbehiod party manufacturers, includi
original design manufacturers (“ODMs”) and origimguipment manufacturers (“OEMsgs well as contract manufacturers. In most casesgel
on these manufacturers to procure components arsdne cases, subcontract engineering work. Soraergiroducts are manufactured by a si
manufacturer. We do not have any long-term corgragth any of our third-party manufacturers. Sorfi¢hese thirdparty manufacturers prodt
products for our competitors. Due to weak econaritditions, the viability of some of these thpdrty manufacturers may be at risk. Our OC
are increasingly refusing to work with us on certaiojects, such as projects for manufacturing petslfor our service provider customers. Bec
our service provider customers command significasburces, including for software support, and demextremely competitive pricing, ¢
ODMs are starting to refuse to engage on servigeiger terms. The loss of the services of any efgimary thirdparty manufacturers could ca
a significant disruption in operations and delaysproduct shipments. Qualifying a new manufact@ed commencing volume productior
expensive and time consuming. For example, asudt r@sour July 2012 acquisition of AVAAK, Inc., wieave commenced doing business w
new contract manufacturer. Ensuring that the cohtranufacturer is qualified to manufacture ourdoicis to our standards is time consumin
addition, there is no assurance that the contrastufacturer can scale its production of our prosl@ttthe volumes and in the quality that
require. If the contract manufacturer is unabléaahese things, we may have to move productiothferproducts to a new or existing third p
manufacturer which would take significant effortdaour business may be harmed. In addition, as weomplate moving manufacturing il
different jurisdictions, we will be subject to atidhal significant challenges in ensuring that @yalprocesses and costs, among other issue
consistent with our expectations. For example, & expect our manufacturers to be responsiblpeoalties assessed on us because of exc
failures of the products, there is no assurancevikawill be able to collect such reimbursementsrfthese manufacturers, which causes us tc
on additional risk for potential failures of ouropiucts.

Our reliance on third-party manufacturers also sggais to the following risks over which we hawdtiéd control:
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* unexpected increases in manufacturing and repais

» inability to control the quality and reliability dihished product:

« inability to control delivery schedule

» potential lack of adequate capacity to manufacalirer a part of the products we require;

» potential labor unrest affecting the abilitytbé thirdparty manufacturers to produce our prodi

All of our products must satisfy safety and regutatstandards and some of our products must atsivegovernment certifications. Our tt
party manufacturers are primarily responsible tmaming most regulatory approvals for our produtftsur third party manufacturers fail to obt
timely domestic or foreign regulatory approvalscertificates, we would be unable to sell our pradiend our sales and profitability could
reduced, our relationships with our sales chanogldchbe harmed, and our reputation and brand wewfiier.

Specifically, substantially all of our manufactgimccurs in the Asia Pacific region and any disoms from natural disasters, hei
epidemics and political, social and economic insitgtwould affect the ability of our ODMs to maradture our products. In addition, our ODM
China have continued to increase our costs of mtomhy particularly in the past couple of yearse3@ increased costs have affected our me
and ability to lower prices for our products toystmmpetitive. Recent labor unrest in China may afect our ODMs as workers may strike
cause production delays. If our third party mantufeers fail to maintain good relations with themm@oyees or contractors, and production
manufacturing of our products is affected, then may be subject to shortages of products and quaefifgroducts delivered may be affec
Further, if our manufacturers or warehousing ftiedi are disrupted or destroyed, we would have theroreadily available alternatives
manufacturing our products and our business woelsignificantly harmed.

As we continue to work with more third party maraifaers on a contract manufacturing basis, we @ exposed to additional risks
inherent in a typical ODM arrangement. Such risks/rimclude our inability to properly source and lifyacomponents for the products, lack
software expertise resulting in increased softvagfects, and lack of resources to properly morftermanufacturing process. In our typical O
arrangement, our ODMs are generally responsiblsdarcing the components of the products and wangthat the products will work agains
product's specification, including any softwaredfieations. In a contract manufacturing arrangethese would take on much more, if not all
the responsibility around these areas. If we am@blento properly manage these risks, our produetg be more susceptible to defects anc
business would be harmed.

We are currently involved in numerous litigation maters and may in the future become involved in addional litigation, including litigation
regarding intellectual property rights, which could be costly and subject us to significant liability.

The networking industry is characterized by thesexice of a large number of patents and frequaithsland related litigation regard
infringement of patents, trade secrets and othtetléctual property rights. In particular, leadingmpanies in the data communications mar
some of which are our competitors, have extensatem portfolios with respect to networking tectogy. From time to time, third partis
including these leading companies, have assertédray continue to assert exclusive patent, copyrigademark and other intellectual prop
rights against us demanding license or royalty paysior seeking payment for damages, injunctiviefrehd other available legal remedies thrc
litigation. These also include third-party npracticing entities who claim to own patents oreotimtellectual property that cover industry stanld
that our products comply with. If we are unabledsolve these matters or obtain licenses on aduepta commercially reasonable terms, we ¢
be sued or we may be forced to initiate litigattonprotect our rights. The cost of any necessamnkes could significantly harm our busin
operating results and financial condition. We msp ahoose to join defensive patent aggregatiovices in order to prevent or settle litigat
against such nopracticing entities and avoid the associated siganit costs and uncertainties of litigation. Thpagent aggregation services r
obtain, or have previously obtained, licenses far alleged patent infringement claims against u$ ather patent assets that could be
offensively against us. The costs of such defensatent aggregation services, while potentiallydothan the costs of litigation, may be signific
as well. At any time, any of these non-practicimgtees, or any other thirgarty could initiate litigation against us, or weyrbe forced to initia
litigation against them, which could divert manageattention, be costly to defend or prosecuteygmt us from using or selling the challen
technology, require us to design around the chgdldrtechnology and cause the price of our stodketdine. In addition, third parties, some
whom are potential competitors, have initiated amy continue to initiate litigation against our ro&acturers, suppliers, members of our ¢
channels or our service provider customers or eévghuser customers, alleging infringement of tpeiprietary rights with respect to existing
future products. In the event successful claimsifoingement are brought by third
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parties, and we are unable to obtain licensesdapandently develop alternative technology on a&lirbasis, we may be subject to indemnifice
obligations, be unable to offer competitive produair be subject to increased expenses. Finallyswoer classction lawsuits related to t
marketing and performance of our home networkingdpcts have been asserted and may in the futuraseerted against us. For additic
information regarding certain of the lawsuits inigthwe are involved, see the information set fanider Note 9Commitments and Contingenc
in Notes to Consolidated Financial Statements @mI8 of Part Il of this Annual Report on FormK0{f we do not resolve these claims @
favorable basis, our business, operating resuttdinancial condition could be significantly harmed

We are required to evaluate our internal controls mder Section 404 of the Sarbane®xley Act of 2002 and any adverse results from su
evaluation, including restatements of our issued riancial statements, could impact investor confiderecin the reliability of our internal
controls over financial reporting.

Pursuant to Section 404 of the Sarba@etey Act of 2002, we are required to furnish aaefy our management on our internal control
financial reporting. Such report must contain amotiger matters, an assessment of the effectivesfemsr internal control over financial report
as of the end of our fiscal year, including a stest as to whether or not our internal control dugancial reporting is effective. This assessr
must include disclosure of any material weaknessesur internal control over financial reportingeittified by management. During the sec
quarter of fiscal 2009, in connection with the adsinent of our previously issued financial stateséar the period ended March 29, 2009, anc
assessment of our disclosure controls and procgdu@nagement concluded that as of March 29, 2009]isclosure controls and procedures
not effective and that we had a material weaknesstérnal control over financial reporting. The taréal weakness related to the accounting
income taxes. We subsequently remediated the rabteeiakness and continue to closely monitor outrotsrand procedures. From time to ti
we conduct internal investigations as a result bistleblower complaints. In some instances, thestidtilower complaint may implicate poten
areas of weakness in our internal controls. Althoall known material weaknesses have been remediatecannot be certain that the measure
have taken ensure that restatements will not oiccthie future. Execution of restatements creatigificant strain on our internal resources
could cause delays in our filing of quarterly onaal financial results, increase our costs andeawnagement distraction. Restatements ma
significantly affect our stock price in an advensanner.

Continued performance of the system and procesandeatation and evaluation needed to comply withti&®c404 is both costly ai
challenging. During this process, if our managenigentifies one or more material weaknesses inirternal control over financial reporting,
will be unable to assert such internal controlffeaive. If we are unable to assert that our imééicontrol over financial reporting is effective al
the end of a fiscal year or if our independentstged public accounting firm is unable to expr@sopinion on the effectiveness of our inte
control over financial reporting, we could lose éstor confidence in the accuracy and completenessirdfinancial reports, which may have
adverse effect on our stock price.

System security risks, data protection breaches andyber-attacks could disrupt our internal operations or information technology or
networking services provided to customers, and anguch disruption could reduce our expected revenu@crease our expenses, damage ¢
reputation and adversely affect our stock price.

Maintaining the security of our computer informatigystems and communication systems is a critésalel for us and our customers. Hac
may develop and deploy viruses, worms and otheicioab software programs that are designed to lkattac products and systems, including
internal network, or those of our vendors or cugmmAdditionally, outside parties may attemptr@utiulently induce our employees or usel
our products to disclose sensitive information ides to gain access to our data or our customata. #Ve have established a crisis manage
plan and business continuity program. While we lady test the plan and the program, there candeagssurance that the plan and progran
withstand an actual or serious disruption in owibess, including a data protection breach or eglteck. While we have established infrastruc
and geographic redundancy for our critical systesos,ability to utilize these redundant systemsaunexp further testing and we cannot be ass
that such systems are fully functional. For examplach of our order fulfillment process is autondaéad the order information is stored on
servers. A significant business interruption cawsult in losses or damages and harm our busiHess. computer systems and servers go do\
the end of a fiscal quarter, our ability to recagnievenue may be delayed until we are able tzeitdackup systems and continue to process
ship our orders. This could cause our stock pucdetcline significantly. Moreover, potential breastof our security measures and the accic
loss, inadvertent disclosure or unapproved dissatioim of proprietary information or sensitive orn@idential data about us or our custom
including the potential loss or disclosure of sudormation or data as a result of hacking, framidkery or other forms of deception, could exf
us, our customers or the individuals affected tesk of loss or misuse of this information, resultitigation and potential liability for us, dame
our brand and reputation or otherwise harm ourtassi.

In connection with our acquisition of AVAAK, IncniJuly 2012, we expanded our business into offeangpmprehensive online sen
offering with the new VueZone cloud monitoring deev If this cloud service is compromised by hasker if
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customer confidential information is accessed withauthorization, our business will be harmed. frenrnore, operating an online cloud service
new business for us and we may not have the egpddiproperly manage risks related to data sgcanitl systems security. If we are unabl
successfully prevent breaches of security relatingur VueZone service or customer private infoiamtincluding customer videos and custo
personal identification information, management ldaweed to spend increasing amounts of time arattdff this area, and our business woul
harmed.

If our products contain defects or errors, we couldincur significant unexpected expenses, experienqgaoduct returns and lost sales
experience product recalls, suffer damage to our land and reputation, and be subject to product liality or other claims.

Our products are complex and may contain defentsiseor failures, particularly when first introdeet or when new versions are released.
industry standards upon which many of our prodactsbased are also complex, experience changeimemland may be interpreted in differ
manners. Some errors and defects may be discowahgafter a product has been installed and usetidgnddser. For example, in January 2(
we announced a voluntary recall of a Powerline EibieAdapter made for Europe and other countries.

In addition, epidemic failure clauses are foundéntain of our customer contracts, especially @mtérwith service providers. If invoked, th
clauses may entitle the customer to return foragghent or obtain credits for products and invgntas well as assess liquidated damage per
and terminate an existing contract and cancel éuburthen current purchase orders. In such instamee may also be obligated to cover signifi
costs incurred by the customer associated wittctimsequences of such epidemic failure, includieggfit and transportation required for prot
replacement and out-glecket costs for truck rolls to end user sitesditect the defective products. Costs or paymentsnake in connection wi
an epidemic failure may materially adversely affeat results of operations and financial conditidraur products contain defects or errors, ol
found to be noncompliant with industry standards,ceuld experience decreased sales and increasadcpreturns, loss of customers and m:
share, and increased service, warranty and inseireosts. In addition, our reputation and brand d¢dné damaged, and we could face legal cl
regarding our products. A product liability or othgaim could result in negative publicity and hatonour reputation, resulting in unexpec
expenses and adversely impacting our operatindtsesor instance, if a third party were able tocssfully overcome the security measures il
products, such a person or entity could misappatprcustomer data, third party data stored by astomers and other information, incluc
intellectual property. In addition, the operatiaisour end-user customers may be interrupted.df tfappens, affected enders or others may f
actions against us alleging product liability, tant breach of warranty claims.

If disruptions in our transportation network occur or our shipping costs substantially increase, we nyabe unable to sell or timely delive
our products and our operating expenses could incese.

We are highly dependent upon the transportatiotesyswe use to ship our products, including suréawair freight. Our attempts to clos
match our inventory levels to our product demandrigify the need for our transportation systemfumation effectively and without delay. Oi
quarterly basis, our shipping volume also tendstéadily increase as the quarter progresses, wihézns that any disruption in our transporte
network in the latter half of a quarter will likehave a more material effect on our business th#treabeginning of a quarter.

The transportation network is subject to disruptiortongestion from a variety of causes, includatmpr disputes or port strikes, acts of we
terrorism, natural disasters and congestion reguftiom higher shipping volumes. Labor disputes agnfseight carriers and at ports of entry
common, particularly in Europe, and we expect laborest and its effects on shipping our product®eoa continuing challenge for us. |
international freight is regularly subjected topastion by governmental entities. If our deliveirpds increase unexpectedly for these or any
reasons, our ability to deliver products on timeuldobe materially adversely affected and resultdétayed or lost revenue as well as custt
imposed penalties. In addition, if increases in farices occur, our transportation costs would ljikecrease. Moreover, the cost of shipping
products by air freight is greater than other méghd-rom time to time in the past, we have shigpediucts using extensive air freight to n
unexpected spikes in demand, shifts in demand eetweoduct categories, to bring new product intodidns to market quickly and to timely s
products previously ordered. If we rely more heawvipon air freight to deliver our products, our leshipping costs will increase. A prolong
transportation disruption or a significant increasthe cost of freight could severely disrupt business and harm our operating results.

24




Table of Contents
If our goodwill or amortizable intangible assets beome impaired we may be required to record a sigridant charge to earnings.

Under generally accepted accounting principles, rexdew our amortizable intangible assets for impaint when events or change:
circumstances indicate the carrying value may eatelsoverable. Goodwill is required to be testedrfgpairment at least annually. Factors that
be considered when determining if the carrying eadfi our goodwill or amortizable intangible ass®igy not be recoverable include a signific
decline in our expected future cash flows or aasoet, significant decline in our stock price anarket capitalization.

As a result of our acquisitions, we have significgnodwill and amortizable intangible assets reedrdn our balance sheet. In addit
significant negative industry or economic trends;hsas those that have occurred as a result afettent economic downturn, including redu
estimates of future cash flows or disruptions to lousiness could indicate that goodwill or amotileaintangible assets might be impaired. |
any period our stock price decreases to the poh@rgvour market capitalization is less than ourkbealue, this too could indicate a poter
impairment and we may be required to record an impnt charge in that period. Our valuation methogyp for assessing impairment requ
management to make judgments and assumptions lmaseztojections of future operating performance. Wfeerate in highly competiti
environments and projections of future operatingults and cash flows may vary significantly fromuat results. As a result, we may in
substantial impairment charges to earnings in mantial statements should an impairment of ourdgolb or amortizable intangible assets
determined resulting in an adverse impact on culte of operations.

In the second fiscal quarter of 2011, in connectigtih our reorganization into three specific busmenits (retail, commercial, and sen
provider), we allocated goodwill to each businesit and evaluated those allocations for potentrgdairment. No impairment existed as of the
of the second fiscal quarter of 2011. In the fodislal quarter of 2012, we completed our annuglaimment test of goodwill and determinec
impairment existed as of December 31, 2012. We eulitinue to test goodwill for impairment at leasinually at the business unit level.
allocation of goodwill may have greater impact fortain of the business segments, as comparedetmttier segments. Accordingly,
performance of a business unit may be adversedgtad by the allocation of goodwill.

We are exposed to the credit risk of some of our stomers and to credit exposures in weakened marketshich could result in material
losses.

A substantial portion of our sales are on an opeditbasis, with typical payment terms of 30 todg®s in the United States and, becau
local customs or conditions, longer in some marketside the United States. We monitor individuatomer financial viability in granting su
open credit arrangements, seek to limit such opeditto amounts we believe the customers cangay maintain reserves we believe are ade
to cover exposure for doubtful accounts.

In the past, there have been bankruptcies amongstustomer base. Although any resulting loss loadeen material to date, future losse
incurred, could harm our business and have a rahsiverse effect on our operating results anchir condition. To the degree that the re
turmoil in the credit markets makes it more difficfor some customers to obtain financing, our cosrs' ability to pay could be advers
impacted, which in turn could have a material asgémpact on our business, operating results, iaaddial condition.

We invest in companies for both strategic and finacial reasons, but may not realize a return on oumvestments in every instance.

We have made, and continue to seek to make, ineessnm companies around the world to further tnatsgic objectives and support our
business initiatives. These investments may inckgléty or debt instruments of public or privatenganies, and may be nomarketable at the tin
of our initial investment. We do not restrict thgpés of companies in which we seek to invest. Theesepanies may range from easftags
companies that are often still defining their stggt direction to more mature companies with esthbtl revenue streams and business mod
any company in which we invest fails, we could lade or part of our investment in that company.wé determine that an other-than-
temporary decline in the fair value exists for gnity or debt investment in a public or private gamy in which we have invested, we will hav
write down the investment to its fair value andogmize the related writdewn as an investment loss. The performance obéatlyese investmer
could result in significant impairment charges gaths (losses) on other equity investments. We ailgstanalyze accounting and legal issues
making these investments. If we do not structuesehinvestments properly, we may be subject taiceetdverse accounting issues, suc
potential consolidation of financial results.
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Furthermore, if the strategic objectives of an simeent have been achieved, or if the investmeriusiness diverges from our strate
objectives, we may seek to dispose of the investn@ur nonmarketable equity investments in private compaaresnot liquid, and we may not
able to dispose of these investments on favorapiag or at all. The occurrence of any of these tsveould harm our results. Gains or losses
equity securities could vary from expectations delirey on gains or losses realized on the sale cnange of securities and impairment cha
related to debt instruments as well as equity dhdrdnvestments.

We are exposed to adverse currency exchange ratedtuations in jurisdictions where we transact in leal currency, which could harm oul
financial results and cash flows.

Because a significant portion of our business isdoated outside the United States, we face expasueglverse movements in fore
currency exchange rates. These exposures may cbaagéme as business practices evolve, and thelddhave a material adverse impact or
results of operations, financial position and cigis. Although a portion of our international ssiare currently invoiced in United States dol
we have implemented and continue to implement éotan countries and customers both invoicing aayghgent in foreign currencies. Our prim
exposure to movements in foreign currency exchaatgs relates to ndd-S. dollar denominated sales in Europe, Japarhasttalia as well as o
global operations, and ndi-S. dollar denominated operating expenses andiigedssets and liabilities. In addition, weaknesses$oreigr
currencies for U.S. dollar denominated sales cauldersely affect demand for our products. Convgyselstrengthening in foreign currenc
against the U.S. dollar could increase foreignency denominated costs. As a result we may attéon@negotiate pricing of existing contract:
request payment to be made in U.S. dollars. Weatamn sure that our customers would agree to reimga@long these lines. This could resu
customers eventually terminating contracts witloius our decision to terminate certain contrastsich would adversely affect our sales.

We implemented a hedging program in November 2008tge exposures to fluctuations in foreign cunyeexchange rates as a respon:
the risks of changes in the value of foreign curyetlenominated assets and liabilities. We may enterforeign currency forward contracts or o
instruments, the majority of which mature withinpagximately five months. Our foreign currency fordiaontracts reduce, but do not elimin
the impact of currency exchange rate movementsekample, we do not execute forward contractsliowuatencies in which we conduct busini
In addition, in the second fiscal quarter of 20@@, commenced implementation of a hedging programedoce the impact of volatile excha
rates on net revenues, gross profit and operatiofit for limited periods of time. However, the usésuch hedging activities may only offse
portion of the adverse financial effect resultingnfi unfavorable movements in foreign exchange rates

We rely upon third parties for technology that is citical to our products, and if we are unable to catinue to use this technology and futur
technology, our ability to develop, sell, maintairand support technologically innovative products wold be limited.

We rely on third parties to obtain nexelusive patented hardware and software licerggsiin technologies that are incorporated intc
necessary for the operation and functionality oktraf our products. In these cases, because tbkettual property we license is available fi
third parties, barriers to entry into certain maskenay be lower for potential or existing compettohan if we owned exclusive rights to
technology that we license and use. Moreovercibrapetitor or potential competitor enters into aolasive arrangement with any of our key third-
party technology providers, or if any of these jevs unilaterally decide not to do business wihfar any reason, our ability to develop and
products containing that technology would be sdydmmited. If we are shipping products that cont#firdparty technology that we subseque
lose the right to license, then we will not be atdecontinue to offer or support those productsadidition, these licenses often require roy
payments or other consideration to the third plcgnsor. Our success will depend, in part, on@amtinued ability to access these technolo
and we do not know whether these thialty technologies will continue to be licensedisoon commercially acceptable terms, if at allvéf ar
unable to license the necessary technology, webadgrced to acquire or develop alternative teabgybf lower quality or performance standa
which would limit and delay our ability to offer weor competitive products and increase our coszrafluction. As a result, our margins, ma
share, and operating results could be significamilyned.

We also utilize thirgparty software development companies to develogtoouize, maintain and support software that isripoated into ot
products. If these companies fail to timely delieercontinuously maintain and support the softwaewe require of them, we may experie
delays in releasing new products or difficultieshasupporting existing products and customers.dditeon, if these thirgparty licensors fail ¢
experience instability, then we may be unable tatioae to sell products that incorporate the lieghtechnologies in addition to being unabl
continue to maintain and support these productsd@/equire escrow arrangements with respect taioethirdparty software which entitle us
certain limited rights to the source code, in tkierd of certain failures by the third party, in erdo maintain and support such software. How
thereis no guarantee that we would be able to understadduse the source code, as we may not have pestise to do so. We are increasir
exposed

26




Table of Contents

to these risks as we continue to develop and manket products containing thiggarty software, such as our TV connectivity, sdaguand networ
attached storage products.

If the redemption rate for our end-user promotional programs is higher than we estima, then our net revenue and gross margin will t
negatively affected.

From time to time we offer promotional incentivescluding cash rebates, to encourage eseks to purchase certain of our prodi
Purchasers must follow specific and stringent diride to redeem these incentives or rebates. @fetified purchasers choose not to apply fo
incentives or fail to follow the required redemptiguidelines, resulting in an incentive redemptiate of less than 100%. Based on historical
we estimate an incentive redemption rate for oommtional programs. If the actual redemption rathigher than our estimated rate, then ou
revenue and gross margin will be negatively affi.cte
If we are unable to secure and protect our intelleicial property rights, our ability to compete could be harmed.

We rely upon third parties for a substantial paortaf the intellectual property that we use in omducts. At the same time, we rely @
combination of copyright, trademark, patent andléraecret laws, nondisclosure agreements with gmesy consultants and suppliers and «
contractual provisions to establish, maintain amdtqet our intellectual property rights. Despitdodfs to protect our intellectual prope
unauthorized third parties may attempt to desigrured, copy aspects of our product design or okaaith use technology or other intellec
property associated with our products. For examgie, of our primary intellectual property assetthisNETGEAR name, trademark and logo.
may be unable to stop third parties from adoptimgilar names, trademarks and logos, particularlythase international markets where
intellectual property rights may be less protectagthermore, our competitors may independentlyetigvsimilar technology or design around
intellectual property. Our inability to secure gmatect our intellectual property rights could sfgantly harm our brand and business, oper:
results and financial condition.

Our sales and operations in international markets @pose us to operational, financial and regulatoryisks.

International sales comprise a significant amodirduw overall net revenue. International sales wi8% of overall net revenue in fiscal 2!
and 52% of overall net revenue in fiscal 2011. Watioue to be committed to growing our internatiosales and while we have commit
resources to expanding our international operatimssales channels, these efforts may not be ssfotelnternational operations are subject
number of other risks, including:

» political and economic instability, internatidnarrorism and antAmerican sentiment, particularly in emerging mast

» potential for violations of anttorruption laws and regulations, such as thos¢eebl® bribery and frau

» preference for locally branded products, and laméslausiness practices favoring local competi

» exchange rate fluctuatiol

» increased difficulty in managing inventc

» delayed revenue recognitit

» less effective protection of intellectual prope

» stringent consumer protection and product compéiaregulations, including but not limited to the Rietion of Hazardous Substan
directive, the Waste Electrical and Electronic pguént directive and the recently enacted Ecodediigietive (EuP) in Europe that i
costly to comply with and may vary from countrycuntry;

» difficulties and costs of staffing and managingefgn operation:

» business difficulties, including potential bankmypbr liquidation, of any of our worldwide third gy logistics providers; ar

» changes in local tax lav
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While we believe we generally have good relatioiits wur employees, employees in certain jurisdidibave rights which give them cert
collective rights. If management must expend sigaift resources and effort to address and comply tlvese rights, our business may be har
We are also required to comply with local enviromtag legislation and our customers rely on this ptiamce in order to sell our products. If
customers do not agree with our interpretationsragdirements of new legislation, such as the EemopEcodesign directive (EuP), they may c
to order our products and our revenue would be Bdrm

We are expanding our operations and infrastructurewhich may strain our operations and increase our perating expenses.

We are expanding our operations and pursuing maggbrtunities both domestically and international order to grow our sales. We exg
that this expansion will require enhancements toegisting management information systems, andatiperal and financial controls. In additior
we continue to grow, our expenditures will likelg bignificantly higher than our historical costse Wiay not be able to install adequate contrc
an efficient and timely manner as our business gramd our current systems may not be adequatefmg our future operations. The difficull
associated with installing and implementing newtaays, procedures and controls may place a significarden on our management, operati
and financial resources. In addition, if we grotemationally, we will have to expand and enhanaecommunications infrastructure. In the sec
fiscal quarter of 2011, we reorganized our businessthree business units: retail, commercial, sedvice provider. Our reorganization into tt
business units may cause significant distractioaulomanagement and employees. For example, chandgpricing conflicts may arise in cert
territories as each of our business units may engagelling activities which may benefit that lmess unit at the expense of another busines:
In addition, disclosures of previously npaoblic information in connection with our reorgaatibn may also provide our competitors with strat
data which may put us at a competitive disadvanggeharm our business. These new disclosures abogerformance may also cause our ¢
price to decline. As part of this expansion andganization, we have also commenced utilizing #eriaative customer support model for certai
our end user technical support services. Thisratere model permits a customer support agenttéongtt to sell additional services and/or prod
to an end user who calls for technical supponvdfare unable to successfully manage this alteratiodel, our end user customers may be:
frustrated with the customer experience and ceasghasing our products, and our business wouldabedd. If we fail to continue to improve «
management information systems, procedures anddialacontrols or encounter unexpected difficultiieging expansion and reorganization,
business could be harmed.

For example, we have invested, and will continuénteest, significant capital and human resourcethéndesign and enhancement of
financial and enterprise resource planning systevhich may be disruptive to our underlying businés® depend on these systems in ord
timely and accurately process and report key compisnof our results of operations, financial positand cash flows. If the systems fail to ope
appropriately or we experience any disruptionsedays in enhancing their functionality to meet eatrbusiness requirements, our ability to f
customer orders, bill and track our customersijlfaibntractual obligations, accurately report dnancials and otherwise run our business cou
adversely affected. Even if we do not encountesahadverse effects, the enhancement of systembenayuch more costly than we anticipate
we are unable to continue to enhance our informagehnology systems as planned, our financialtiposiresults of operations and cash fl
could be negatively impacted.

Governmental regulations of imports or exports affeting Internet security could affect our net revene.

Any additional governmental regulation of importse&ports or failure to obtain required export ayal of our encryption technologies ca
adversely affect our international and domestiesalhe United States and various foreign govertsnieave imposed controls, export lice
requirements, and restrictions on the import oroeixpf some technologies, particularly encrypti@chnology. In addition, from time to tin
governmental agencies have proposed additionalatgu of encryption technology, such as requirihg escrow and governmental recover
private encryption keys. In response to terrorisivity, governments could enact additional regolabor restriction on the use, import, or expol
encryption technology. This additional regulatidreacryption technology could delay or prevent élseeptance and use of encryption product:
public networks for secure communications, resgltmdecreased demand for our products and senlicesldition, some foreign competitors
subject to less stringent controls on exportingrtbecryption technologies. As a result, they mayable to compete more effectively than we ci
the United States and the international Internetisty market.

We are exposed to credit risk and fluctuations inie market values of our investment portfolio.

Although we have not recognized any material lossesur cash equivalents and shertm investments, future declines in their markstie:
could have a material adverse effect on our fireremndition and operating results. Given the dlatzdure of our business, we have investnr
with both domestic and international financial ingtons. Accordingly, we face exposure to fluctaas in interest rates, which may limit
investment income. If these financial institutiatefault on their obligations or their credit ratingre negatively impacted by liquidity issues, it
deterioration or losses, financial results, or ofaetors,
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the value of our cash equivalents and skemra investments could decline and result in a ritempairment, which could have a material ade
effect on our financial condition and operatingutes

Economic conditions, political events, war, terrorsm, public health issues, natural disasters and o#h circumstances could materiall
adversely affect us.

Our corporate headquarters are located in Nort@alifornia and one of our warehouses is locate8danthern California, both of which :
regions known for seismic activity. Significantli af our critical enterprisavide information technology systems, including ouain servers, a
currently housed in colocation facilities in Megaizona. While our critical information technologystems are located at colocation facilities
different geographic region in the United States,fieadquarters and warehouses remain suscetiségsimnic activity so long as they are locate
California. In addition, substantially all of ouramufacturing occurs in two geographically concdrttaareas in mainland China, where disrup
from natural disasters, health epidemics and palitisocial and economic instability may affect tegion. If our manufacturers or warehou:
facilities are disrupted or destroyed, we wouldubable to distribute our products on a timely hastsch could harm our business.

We depend significantly on worldwide economic cdindis and their impact on consumer spending leweltéch have recently deteriora
significantly in many countries and regions, in¢hgdwithout limitation the United States, and ma&ynain depressed for the foreseeable fu
Factors that could influence the levels of consuspending include increases in fuel and other gneogts, conditions in the residential real e:
and mortgage markets, labor and healthcare costgss to credit, consumer confidence and other aeeonomic factors affecting consul
spending behavior.

In addition, war, terrorism, geopolitical uncert#s, public health issues, and other businessrimtons have caused and could ci
damage or disruption to international commerce thedglobal economy, and thus could have a stroggtie effect on us, our suppliers, logis
providers, manufacturing vendors and customers. ldisiness operations are subject to interruptiomdtyral disasters, fire, power shorta
terrorist attacks, and other hostile acts, labspulies, public health issues, and other eventsnidegar control. For example, labor dispute
manufacturing facilities in China occurred in 20d4rtd have led to workers going on strike. The retremd of labor unrest could materially afi
our thirdparty manufacturers' abilities to manufacture aadpcts. In addition, all of our major direct amdlirect suppliers of hard disk drives h
been affected by record flooding in Thailand in thied fiscal quarter of 2011, and they informecthist our supply chain would be constrainec
an indefinite amount of time, up to six months ame cases. Some therefore declared a force maeant and have stated that, in addition tc
because of the supply constraints, pricing for tths#l drives would increase significantly until yheere able to stabilize the situation. As a re
we experienced increased prices in the cost of Hakl drives and ceased accepting any orders comgaReadyNAS products with hard ¢
drives. In addition, all sales and marketing praora involving ReadyNAS products were terminatechgerarily. Further, we declared
existence of a force majeure event under our coistrgith certain customers. Accordingly, our busseas harmed. Furthermore, earthquake
resultant nuclear threats and tsunamis in Japaviarch 2011 caused some disruption to our supplyaef materials and components for
products and impacted our operating results inlapa

Such events could decrease demand for our produets it difficult or impossible for us to make ageliver products to our customers @
receive components from our suppliers, and creatayd and inefficiencies in our supply chain. SHomdajor public health issues, includ
pandemics, arise, we could be negatively affectgdmore stringent employee travel restrictions, @iddal limitations in freight service
governmental actions limiting the movement of prtdubetween regions, delays in production rampgaesi products, and disruptions in
operations of our manufacturing vendors and compiosigppliers.

ltem 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our principal administrative, sales, marketing aesearch and development facilities currently ogcapproximately 142,700 square fee
an office complex in San Jose, California, undkeraae that expires in March 2018.

Our international headquarters occupy approximat@p00 square feet in an office complex in Corkland, under a lease entered int
February 2006 and expiring in December 2026. Oterirational sales personnel are based out of kslak offices or home offices in Aust
Australia, Brazil, Canada, China, Czech Republienibark, France, Germany, Hong Kong, India, ItaBpah, Korea, Mexico, New Zeala
Poland, Russia, Singapore, Spain, Sweden, Switzkridne Netherlands, the United Arab Emirates, #ived United Kingdom. We also he
operations personnel using a leased facility indgdkong. We also maintain
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research and development facilities in Atlanta,c89o, San Diego, Beijing and Nanjing China, andr&ipei, Taiwan. From time to time !
consider various alternatives related to our lteerga facilities needs. While we believe our exigtifacilities provide suitable space for
operations and are adequate to meet our immedégesn it may be necessary to lease additional sgpagecommodate future growth. We h
invested in internal capacity and strategic refetfops with outside manufacturing vendors as netulatket anticipated demand for our products.

We use third parties to provide warehousing sesviteus, consisting of facilities in Southern QGalifia, Australia, Hong Kong and 1
Netherlands

Item 3. Legal Proceedings
The information set forth under the heading "Litiga and Other Legal Matters" in Note @ommitments and Contingencies Notes t

Consolidated Financial Statements in Item 8 of Rawf this Annual Report on Form 1K; is incorporated herein by reference. For addil
discussion of certain risks associated with legatgedings, see Iltem 1Rjsk Factors

Item 4. Mine Safety Disclosures
Not applicable.

PART II

Item 5. Market for Registrant's Common Equity, Related Skiwlder Matters and Issuer Purchases of Equity Seities
Market Information

Our common stock has been quoted under the symbbGR” on the Nasdag National Market from July 31, 2003uty 1, 2006, and on t
Nasdaq Global Select Market since then. Prior &b time, there was no public market for our comratmtk. The following table sets forth for
indicated periods the high and low intraday salésep for our common stock on the Nasdaq marketsh $hformation reflects interdealer pric
without retail markup, markdown or commission, amaly not represent actual transactions.

Fiscal Year Ended December 31, 2011 High Low

First Quarter $ 38.0C $ 29.97%
Second Quarter 44.6( 30.31
Third Quarter 45.31] 24.87
Fourth Quarter 38.47 23.4t
Eiscal Year Ended December 31, 2012 High Low

First Quarter $ 43.4¢ % 34.0¢
Second Quarter 40.0¢ 28.9¢
Third Quarter 40.4: 28.6¢
Fourth Quarter 39.4¢ 32.4¢
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Company Performance

Notwithstanding any statement to the contrary ig @hour previous or future filings with the SEBe tfollowing information relating to the pri
performance of our common stock shall not be dee“filed” with the SEC or “soliciting material” under the Exchange Act and shall no

incorporated by reference into any such filings.

The following graph shows a comparison from Decan®ie 2007 through December 31, 2012 of cumuldti@ return for our common stor
the Nasdag Composite Index and the Nasdag Commdek. Such returns are based on historical resutsare not intended to suggest fu
performance. Data for the Nasdaq Composite Indek tae Nasdag Computer Index assume reinvestmediviafends. We have never p
dividends on our common stock and have no predanspo do so.

200
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g r /
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0 T T T
31-Dec-07 31-Dec-08 31-Dec-09 31-Dec-10 31-Dec-11 31-Dec-12
NETGEAR. Inc. —l— NASDAQ Computer Index
—— NASDAQ Composite Index
December 31, 20C December 31, 20C December 31, 20C December 31, 201 December 31, 201 December 31, 201
NETGEAR, Inc. $ 100.0¢ $ 31.9¢ $ 60.81 $ 94.4: $ 9411 $ 110.5¢
NASDAQ Computer Index $ 100.0C % 5331 $ 91.0¢ $ 106.9¢* % 10747 $ 120.8¢
NASDAQ Composite Index $ 100.0C % 59.4¢ $ 855 $ 100.0: % 98.2: $ 113.8¢

Holders of Common Stock
On February 21, 2013, there were 26 stockholdersaufrd.

The number of record holders is based upon theabntumber of holders registered on our books &t siate and does not include holder
shares in “street namest persons, partnerships, associations, corposatiorother entities identified in security positiistings maintained

depository trust companies.

Dividend Policy

We have never declared or paid cash dividends orcapital stock. We currently intend to retain fatiearnings, if any, to finance
operation and expansion of our business, and wetlanticipate paying cash dividends in the forabksefuture.
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Repurchase of Equity Securities by the Company

Total Number of Shares

Average Purchased as Part of Publicly Maximum Number of Shares
Total Number of Price Paid Announced Plans or Programs that May Yet Be Purchased
Period Shares Purchased (2) per Share 1) Under the Plans or Programs
October 1, 2012 - October 28, 2012 917 $37.32 — 4,831,221
October 29, 2012 - November 25, 2012 — — — 4,831,221
November 26, 2012 - December 31, 2012 = = = 4,831,22
917 $37.32 —

Total

(1) On October 21, 2008, the Board of Directors autteatithe repurchase of up to 6,000,000 shares afutstanding common stock. Under this authorizatibe timing and actu
number of shares subject to repurchase are atisheetion of management and are contingent on abeurof factors, such as levels of cash generatiom foperations, ca
requirements for acquisitions and the price of @mmon stock. During the years ended December @2 22011 and 2010the Company did not repurchase any shares

this authorization.

(2) We repurchased 917 shares, or approximately $34D66mmon stock to help administratively facilédhe withholding and subsequent remittance ofqmelsncome and payr
taxes for individuals receiving RSUs during theethmonths ended December 31, 2082milarly, during the three months ended Decen¥ier2011, we repurchased 917 shi
or approximately $27,000 of common stock, respebtivto help facilitate tax withholding for RSUs.

32




Table of Contents

Item 6.

Selected Financial Data

elsewhere in this Form 10-K.

in this Form 10-K. Historical results are not nessggly indicative of results to be expected foufetperiods.

@

Consolidated Statement of Operations Data:
Net revenue
Cost of revenue (2)
Gross profit
Operating expenses:
Research and development (2)
Sales and marketing (2)
General and administrative (2)
Restructuring and other charges (2)
In-process research and development
Technology license arrangements
Litigation reserves, net
Total operating expenses
Income from operations
Interest income
Other income (expense), net
Income before income taxes
Provision for income taxes
Net income
Net income per share:
Basic (1)
Diluted (1)

Year Ended December 31,

The following selected consolidated financial data qualified in their entirety, and should be remdonjunction with, the consolidated finan:
statements and related notes thereto, and “Manag&nigiscussion and Analysis of Financial Conditemmd Results of Operationsficludec

We derived the selected consolidated statemenpefations data for the years ended December 32 2@011 and 201@nd the selectt
consolidated balance sheet data as of Decemb&032, and 201from our audited consolidated financial statememgearing elsewhere in t
Form 10-K. We derived the selected consolidatetestant of operations data for the years ended Dieee81, 2009 and 200&hd the selectt
consolidated balance sheet data as of Decemb@030,, 2009 and 20(8m our audited consolidated financial statementsch are not include

2012 2011 2010 2009 2008
(In thousands, except per share data)

127192 $ 1,181,011 $ 902,05 $ 686,59! 743,34
888,36¢ 811,57: 602,80! 480,19! 502,32(
383,55: 369,44¢ 299,24 206,40( 241,02

61,06¢ 48,69¢ 39,97 30,05¢ 33,77
149,76t 154,56: 131,57( 106,16: 121,68
45,02° 39,420 36,22( 32,72, 31,73
1,19C 2,09¢ (898) 80¢ 1,92¢
— — — — 1,80(

— — — 2,50(C —

39C (202) 211 2,08( 711
257,43¢ 244 57" 207,88! 174,33« 191,63
126,11 124,86¢ 91,36: 32,06¢ 49,39:
49¢ 477 42¢€ 62¢ 4,33¢
2,67(C (1,136 (564 (22¢) (8,389
129,28: 124,21( 91,22« 32,567 45,34
42,74 32,84: 40,31¢ 23,23¢ 27,29
86,53¢ $ 91,36¢ $ 50,90¢ $ 9,33¢ 18,05(
227 % 24€ $ 144 $ 0.27 0.51
22 % 241 $ 141 $ 0.27 0.51
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(2) Stock-based compensation expense was allocated

as follows:
Year Ended December 31,
2012 2011 2010 2009 2008
(In thousands)
Cost of revenue $ 1347 $ 99¢ $ 91z $ 95¢ $ 864
Research and development 2,78 2,47¢ 2,271 1,97: 3,21¢
Sales and marketing 4,751 5,13¢ 4,71( 4,143 3,40¢
General and administrative 5,48 5,151 4,307 3,94¢ 3,83¢
As of December 31,
2012 2011 2010 2009 2008
(In thousands)
Consolidated Balance Sheet Data:
Cash, cash equivalents and short-term investments $ 376,87 $ 353,69! $ 270,737 $ 247,100 $ 203,00
Working capital $ 60327¢ $ 52526¢ $ 413,32 $ 339,11t $ 312,84
Total assets $ 1,034,556 $ 971,37 $ 780,32. $ 633,12, $ 586,20
Total current liabilities $ 260,93( $ 308,96. $ 254,72 $ 195,60¢ $ 176,50!
Total non-current liabilities $ 19,02¢ $ 23,65: $ 25,16: $ 23,35¢ $ 18,74¢
Total stockholders’ equity $ 75461 $ 63875 $ 500,43t $ 414,15 $ 390,95
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Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

You should read the following discussion of ouarfficial condition and results of operations togethéth the audited consolidated financ
statements and notes to the financial statememtsded elsewhere in this Form 10-K. This discussiontains forwardeoking statements tr
involve risks and uncertainties. The forwdodking statements are not historical facts, buthea are based on current expectations, estim
assumptions and projections about our industry,iess and future financial results. Our actual déscould differ materially from the rest
contemplated by these forward-looking statemenéstdua number of factors, including those discusseder “Risk Factors”in Part I, Item 1/
above.

Business and Executive Overview

We are a global networking company that delivermimtive products to consumers, businesses anitasqmoviders. Our products are b
on a variety of proven technologies such as wisglEthernet and powerline, with a focus on religbdnd ease-ofise. Our product line consists
wired and wireless devices that enable networkimgadband access and network connectivity. Theselupts are available in multif
configurations to address the needs of our endstuiserach geographic region in which our produrtssald.

We operate in three specific business segmentst, edmmercial, and service provider. The retaibess unit consists of high performa
dependable and easytige home networking, home monitoring, storage agittlmedia products to connect consumers withltiernet and the
content and devices. The commercial business angists of business networking, storage and sgcaoititions without the cost and complexit
Big IT. The service provider business unit considtsade-toerder and retail proven, whole home networking tohs sold to service providers
sale to their customers. We conduct business athioess geographic regions: Americas, Europe, Midtist and Africa (‘EMEA”)and Asia Pacifi
(“APAC").

We sell our networking products through multipldesachannels worldwide, including traditional réges, online retailers, wholes,
distributors, direct market resellers (“DMRs”), waladded resellers (“VARs”and broadband service providers. Our retail chaimgude:
traditional retail locations domestically and imtationally, such as Apple Stores, Best Buy, Coskeg's Electronics, Kmart, MicroSoft Store
Radio Shack, Sears, Staples, Target, Wait, Argos (U.K.), Dixons (U.K.), PC World (U.K.\MediaMarkt (Germany, Austria), Dick Sm
(Australia), JB HiFi (Australia) and Elkjop (NorwgayOnline retailers include Amazon.com, Dell, Neg&pm and Buy.com. Our DMRs inclu
CDW Corporation, Insight Corporation and PC Conioecin domestic markets and Misco throughout Eurdpaddition, we also sell our produ
through broadband service providers, such as neiigstem operators (“MSOs'DSL, and other broadband technology operators dibcag anc
internationally. Some of these retailers and braadbservice providers purchase directly from usilevbthers are fulfilled through wholes
distributors around the world. A substantial portaf our net revenue to date has been derived &dimited number of wholesale distributors
retailers, including Ingram Micro and Best Buy. \&pect that these wholesale distributors and eggailill continue to contribute a significi
percentage of our net revenue for the foreseeahlesf.

We experienced revenue growth of 7.@¥sing fiscal 2012. On a geographic basis, theciase was led by net revenue growth in the Ame
and APAC regions; however, the EMEA region contihtee see macroeconomic weakness in the Europedtetuaiith net revenues decreasing
4.2% year-ovepear. On a segment basis, our service providenbasiunit continued to drive revenue growth, Iargkeiven by demand for o
Docsis 3.0 products. Net revenues also increasediirretail business unit, driven by increased ssalehome wireless products. However,
experienced a decrease in net revenues from oumeocial business unit, as the business unit wasct@ffl by the European macroeconc
environment.

In 2012, we continued to grow the business, cormgédhe acquisition of AVAAK Inc. ("AVAAK"), a priately-eld company that develog
wire-free video networking products, and acquiring deriatellectual property of Firetide, Inc. ("Fird&"). We believe the acquisition of AVAZ£
will bolster our retail business unit product offggs and expand our presence into the smart homieemand the acquisition of Firetide will bols
our wireless product offerings in our commerciasibess unit and strengthen our market positiohénsmall to medium size campus wireless |
market. Furthermore, we increased our investmentegearch and development, particularly softwareeld@ment, increasing research
development expense to 4.8% of net revenues foyehe ended December 31, 2012, as compared to #rife year ended December 31, 2
We believe this investment in software developnweilitenable us to provide powerful differentiati@gainst our competition and also provid
with possible entries into new product categorniethée future.

Our service provider business has grown substinéat it is difficult to ascertain a seasonal @attgiven that the business is less predic
than our other core businesses. The commerciah®ssi consumer, and broadband service provideretsaake intensely competitive and subje
rapid technological change. We believe that theqgal competitive factors in the retail, commekcénd service provider markets for networl
products include product breadth, size and scopleeoales channel,
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brand name, timeliness of new product introductigmieduct availability, performance, features, fimeality and reliability, ease-dfistallation
maintenance and use, and customer service and rsupporemain competitive, we believe we must cmmi to aggressively invest resource
developing new products and enhancing our curreotlyzts while continuing to expand our channels araintaining customer satisfact
worldwide.

Looking forward, we expect the service provideribess unit to grow at a slower pace, before conaiim of our pending acquisition of 1
Sierra Wireless, Inc. ("Sierra Wireless") AirCamgsimess. For further detail, refer to Note $dbsequent Evenin Notes to Consolidated Finant
Statements in Item 8 of Part Il of this Annual Remm Form 10-KWe expect to see continued success in our retaihbss unit, driven by 11
wireless technology and our expansion into newrteldgy areas , including Over the Top content stieg with our NeoTV line of products, a
home monitoring with our VueZone cameras, WiFi e#pes and other Smart Home solutions and we betteatethe rapid growth of this marl
will drive revenue growth. We also expect to seeagh in our commercial business unit, driven by newer products in 10Gig Ethernet switc
Unified Storage, and campus wireless LAN targethmy move into the Hybrid Cloud and Access Netwarkimnment among small and medi
enterprises. In addition, we will continue to clgsmanage our expenses, inventory, and cash.

Critical Accounting Policies and Estimates

Our consolidated financial statements have beepapee in accordance with accounting principles galyeaccepted in the United State:
America and pursuant to the rules and regulationthe SEC. The preparation of these financial staetgs requires management to n
assumptions, judgments and estimates that canaaignificant impact on the reported amounts oétsdiabilities, revenues and expenses
base our estimates on historical experience andacinus other assumptions believed to be applicahl® reasonable under the circumstal
Actual results could differ significantly from theegstimates. These estimates may change as nets ecenr, as additional information is obtai
and as our operating environment changes. On darelgasis we evaluate our assumptions, judgment&stimates and make changes accordi
We also discuss our critical accounting estimatéb the Audit Committee of the Board of Directoidote 1, The Company and Summary
Significant Accounting Policiesof the Notes to Consolidated Financial Statemehthis Annual Report on Form JK-describes the significa
accounting policies used in the preparation ofdhesolidated financial statements. We have lis&dwvb our critical accounting policies that
believe to have the greatest potential impact arconsolidated financial statements. Historicatlyr assumptions, judgments and estimates re
to our critical accounting policies have not diffdmrmaterially from actual results.

Revenue Recognition

Refer to Note 1The Company and Summary of Significant Accountiviicies, of the Notes to Consolidated Financial Statemenhtthis
Annual Report on Form 1B-for a discussion of our revenue recognition peic Revenue from product sales is generally reizedrat the time tt
product is shipped, provided that persuasive edid@i an arrangement exists, title and risk of ss transferred to the customer, the selling
is fixed or determinable and collection of the tethreceivable is reasonably assured. Currentlyséme of our customers, title passes tc
customer upon delivery to the port or country oftdetion, upon their receipt of the product, oompghe customes’ resale of the product. At
end of each fiscal quarter, we estimate and defanue related to product where title has not tearexl. The revenue continues to be deferred
such time that title passes to the customer. We ma¢ made any material changes in the accountigifpodology we use to estimate defe
revenue related to product where title has notsfeared. We do not believe there will be a matesf@nge in the future estimates or assumg
used in our estimate of deferred revenue. We assdlsstability based on a number of factors, idahg general economic and market conditi
past transaction history with the customer, andctieditworthiness of the customer. If we deternthma collection of the corresponding receivi
is not reasonably assured, we defer the revenuleecaipt of payment.

Allowances for Product Warranties, Returns due too8k Rotation, Sales Incentives and Doubtful Accdan

Our standard warranty obligation to our direct oostrs generally provides for a right of return oy aroduct for a full refund in the event t
such product is not merchantable or is found tddmmaged or defective. At the time revenue is reizegih an estimate of future warranty returr
recorded to reduce revenue in the amount of theagd credit or refund to be provided to our dirctomers. At the time we record the reduc
to revenue related to warranty returns, we inchuikin cost of revenue a writdewn to reduce the carrying value of such prodtectset realizabl
value. Our standard warranty obligation to ersgérs provides for replacement of a defective prbflar one or more years. Factors that affec
warranty obligation include product failure ratesgterial usage, and service delivery costs incurr@drrecting product failures. The estimated
associated with fulfilling the warranty obligatiée end-users is recorded in cost of revenue. Becaus products are manufactured by thpedty
manufacturers, in certain cases we have recourskeetahirdparty manufacturer for replacement or credit fag thefective products. We g
consideration to amounts recoverable from our thady manufacturers in determining our warrantpility. Our estimated allowances for prod
warranties can vary from actual results and we Imaye to record additional revenue reductions orggsto cost of revenue, which cc
materially impact our financial position and resuwdf operations.
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In addition to warrantyelated returns, certain distributors and retaigserally have the right to return product forcktootation purpose
Upon shipment of the product, we reduce revenueafoestimate of potential future stock rotatiorumes related to the current period prot
revenue. We analyze historical returns, channedritwy levels, current economic trends and chaimgesstomer demand for our products w
evaluating the adequacy of the allowance for satsns, namely stock rotation returns. Our estématlowances for returns due to stock rot
can vary from actual results and we may have torceadditional revenue reductions, which could mallg impact our financial position a
results of operations.

We accrue for sales incentives as a marketing esepérwe receive an identifiable benefit in exchamad can reasonably estimate the
value of the identifiable benefit received; othesmyiit is recorded as a reduction of revenues.e®timated provisions for sales incentives can
from actual results and we may have to record exidit expenses or additional revenue reductionemiignt on the classification of the s
incentive.

We maintain an allowance for doubtful accountsdstimated losses resulting from the inability of oustomers to make required payme
We regularly perform credit evaluations of our casérs’financial condition and consider factors such asohnical experience, credit quality, ag
the accounts receivable balances, and geograplaiocumtry-specific risks and economic conditiong thay affect a customes’ability to pay. Th
allowance for doubtful accounts is reviewed quértand adjusted if necessary based on our assetsmieaur customersability to pay. If the
financial condition of our customers should detexie or if actual defaults are higher than ourdnisal experience, additional allowances ma
required, which could have an adverse impact omating expenses.

Valuation of Inventory

We value our inventory at the lower of cost or netylcost being determined using the first-in, fogt method. We continually assess
value of our inventory and will periodically writtown its value for estimated excess and obsoletniory based upon assumptions about fi
demand and market conditions. On a quarterly basgés,review inventory quantities on hand and on ordeder norcancelable purcha
commitments, including consignment inventory, imparison to our estimated forecast of product dehfanthe next nine months to detern
what inventory, if any, are not saleable. Our asialys based on the demand forecast but takesaumunt market conditions, product developr
plans, product life expectancy and other factorase®l on this analysis, we write down the affectetntory value for estimated excess
obsolescence charges. At the point of loss recognia new, lower cost basis for that inventorgssablished, and subsequent changes in fac
circumstances do not result in the restoratiomoreiase in that newly established cost basis. Asodstrated during prior years, demand for
products can fluctuate significantly. If actual derd is lower than our forecasted demand and wedagduce our manufacturing accordingly,
could be required to write down additional invegtawhich would have a negative effect on our grussit.

Goodwill

Goodwill represents the purchase price over estichédir value of net assets of businesses acquiredbusiness combination. Good
acquired in a business combination is not amortibed instead tested for impairment at least amyuhlring the fourth quarter. Should cert
events or indicators of impairment occur betweemuahimpairment tests, we will perform the impairmergttas those events or indicators oc
Examples of such events or circumstances incluedaliowing: a significant decline in the our expest future cash flows; a sustained, signifi
decline in our stock price and market capitalizata significant adverse change in the businessatdi; and slower growth rates.

Goodwill is tested for impairment at the reportingt level by first performing a qualitative assesest to determine whether it is more lik
than not (that is, a likelihood of more than 50%gttthe fair value of the reporting unit is lesarthts carrying value. The qualitative assess
considers the following factors: macroeconomic é¢mas, industry and market considerations, costdis, overall company financial performar
events affecting the reporting units, and changesir share price. If the reporting unit does rexspthe qualitative assessment, then we estime
fair value and compare the fair value with the yiag value of our net assets. If the fair valugnsater than the carrying value of our net astiets
no impairment results. If the fair value is lesarttour carrying value, then we would determinefttievalue of the goodwill by comparing 1
implied fair value to the carrying value of the gudll in the same manner as if we were being aeglin a business combination. Specifically
would allocate the fair value to all of our assatsl liabilities, including any unrecognized intdrlgiassets, in a hypothetical analysis that w
calculate the implied fair value of goodwill. Ifehimplied fair value of goodwill is less than tlecorded goodwill, an impairment charge wouls
recorded to earnings in the Consolidated Statenuér@perations.

In the fourth fiscal quarter of 2012, we completieel annual impairment test of goodwill. We assesgaether it was more likely than not (t
is, a likelihood of more than 50%) that each rapgrtinit’s fair value was less than its carryingoamt
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including goodwill by considering the following fes: macroeconomic conditions, industry and macdatsiderations, cost factors, ove
company financial performance, events affectingréporting units, and changes in our share prieseB on these factors, we determined tha
not more likely than not that each reporting unifis value was less than its carrying amount, tedefore performing the first step of the taiey
impairment test for each reporting unit was unneags No goodwill impairment was recognized in ytlears ended December 31, 2012, 201
2010.

We do not believe it is likely that there will bengaterial change in the estimates or assumptionsisgeto test for impairment losses
goodwill. However, if the actual results are nohsistent with our estimates or assumptions, we Ineagxposed to an impairment charge that «
be material.

Long-lived assets

Purchased intangible assets with finite lives anertized using the straiglite method over the estimated economic lives efabsets, whic
range from four to ten years. Finifged intangible assets are reviewed for impairmenénever events or changes in circumstances tedicat th
carrying amount of such assets may not be recolerBletermination of recoverability is based oneastimate of undiscounted future cash fl
resulting from the use of the asset and its evédigposition.

Purchased intangible assets determined to havdinitdeuseful lives are not amortized. Indefiniteed intangible assets are reviewed
impairment at least annually during the fourth ¢ggraand whenever events or changes in circumstandesate that the carrying amount of s
assets may not be recoverable. Measurement of paiment loss for indefinitbved assets that management expects to hold amdsusased ¢
the fair value of the asset. Indefinlteed assets to be disposed of are reported dbther of carrying amount or fair value less costsell. The
carrying value of the asset is reviewed on a redadais for the existence of facts, both intermal external, that may suggest impairment.

In July 2012, the FASB issued ASU 2012-02, "Inthieg - Goodwill and Other (Topic 350): Testing Ifidike-Lived Intangible Assets f
Impairment”. The guidance in ASU 2002- provides the option to first assess qualitafaators to determine whether it is necessary téopare
quantitative impairment test. Calculation of th falue of an indefinitdived intangible asset would not be required unlegsdetermined, bas
on the qualitative assessment, that it is not rfikedy than not, the indefinite-lived intangibleszs is impaired. ASU 201@2 is effective for annu
and interim period intangible asset impairmentstgstrformed for fiscal years beginning on or aBeptember 15, 2012; however early adoptir
permitted. We elected to adopt the updated starfdattie purpose of our intangible asset impairmesting in the fourth fiscal quarter of 2012.

In the fourth fiscal quarter of 2012, we completieel annual impairment test of lofiged assets. We assessed whether it was morg litet
not (that is, a likelihood of more than 50%) thergimg amount of our indefinitéved intangible assets may not be recoverable fthei
undiscounted cash flows by considering the follawiactors: macroeconomic conditions, industry aratket considerations, cost factors, ovt
company financial performance, events affectingréporting units, and changes in our share prieseB on these factors , we determined tha
not more likely than not that there were eventstmnges in circumstances that indicated that thging amount of our indefinitéved intangible
assets may not be recoverable from their undiseducash flows, and therefore performing the fitep ©f the twostep impairment test for ec
reporting unit was unnecessary. No impairmentsuoindefinitelived assets were recognized in the years endeérbeer 31, 2012, 2011 ¢
2010.

We will continue to evaluate the carrying valueoaf indefinitetived assets and if we determine in the future thate is a potential furth
impairment, we may be required to record additiamha@rges to earnings which could affect our finah@sults.

Income Taxes

We account for income taxes under an asset anilitliadpproach. Under this method, income tax exgeeis recognized for the amoun
taxes payable or refundable for the current yearaddition, deferred tax assets and liabilities sreognized for the expected future
consequences of temporary differences resulting fildferent treatments for tax versus accountingesfain items, such as accruals and allowe
not currently deductible for tax purposes. Thedfedinces result in deferred tax assets and ltasli which are included within the consolid:
balance sheet. We must then assess the likelitwidotir deferred tax assets will be recovered ffature taxable income and to the extent
believe that recovery is not more likely than neg must establish a valuation allowance. As of Deme&r 31, 2012 we believe that all of o
deferred tax assets are recoverable; howevereiétivere a change in our ability to recover ouedefl tax assets, we would be required to ti
charge in the period in which we determined thatvery was not more likely than not.

Uncertain tax provisions are recognized under quidahat provides that a company should use a tika@lg-than-not recognition thresha
based on the technical merits of the income takipodaken. Income tax positions that meet theanor
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likely-thannot recognition threshold should be measured irerotd determine the tax benefit to be recognizethenfinancial statements. \
include interest expense and penalties relateddertain tax positions as additional tax expense.
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Results of Operations

The following table sets forth the Consolidatedt@teents of Operations and the percentage changetfre preceding year for the peri
indicated:

Year Ended December 31,

2012 % Change 2011 % Change 2010
(In thousands, except percentage data)
Net revenue $ 1,271,92 7.7% $ 1,181,01 30.£% $ 902,05:
Cost of revenue 888,36¢ 9.5% 811,57: 34.€% 602,80!
Gross profit 383,55! 3.8% 369,44t 23.5% 299,24
Operating expenses:
Research and development 61,06¢ 25.4% 48,69¢ 21.€% 39,97:
Sales and marketing 149,76¢ (3.1)% 154,56 17.5% 131,57(
General and administrative 45,027 14.2% 39,42: 8.6 % 36,22(
Restructuring and other charges 1,19( (43.9% 2,094 b (89)
Litigation reserves, net 39C ki (201) ** 211
Total operating expenses 257,43¢ 5.2% 244,57 17.7% 207,88!
Income from operations 126,11+ 1.C% 124,86¢ 36.7% 91,36:
Interest income 49¢ 4.4% 477 12.C% 42¢€
Other income (expense), net 2,67(C X (2,13¢) 101.£% (564)
Income before income taxes 129,28: 41% 124,21( 36.2% 91,224
Provision for income taxes 42,74: 30.1% 32,84: (18.5% 40,31¢
Net income $ 86,53¢ 5% $ 91,36¢ 7950 $ 50,90¢

** Percentage change not meaningful.

The following table sets forth the Consolidatedt@&teents of Operations, expressed as a percentamgt idvenue, for the periods presented:

Year Ended December 31,

2012 2011 2010
Net revenue 10C% 10C % 10C %
Cost of revenue 69.¢ 68.7 66.€
Gross margin 30.2 31.c 33.2
Operating expenses:
Research and development 4. 4.1 4.t
Sales and marketing 11.¢ 13.1 14.€
General and administrative 385 3.3 4.C
Restructuring and other charges 0.1 0.2 0.C
Litigation reserves, net 0.C 0.C 0.C
Total operating expenses 20.2 20.7 23.1
Income from operations 9.¢ 10.€ 10.1
Interest income 0.1 0.C 0.1
Other income (expense), net 0.2 (0.2) 0.7)
Income before income taxes 10.z 10.5 10.1
Provision for income taxes 3.4 2.8 4.t
Net income 6.8% 7.7% 5.€%
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Net Revenue

Our net revenue consists of gross product shipmégs allowances for estimated returns for statition and warranty, price protecti
end-user customer rebates and other sales incentdamed to be a reduction of net revenue anchaeges in deferred revenue.

Year Ended December 31,

2012 % Change 2011 % Change 2010

(In thousands, except percentage data)
Total net revenue $ 1,271,92 7.7% $ 1,181,01 30.<% $ 902,05:

2012 vs 2011

Net revenue increased $90.9 million , or 7.7% $1®7 billion for the year ended December 31, 20ftdm $1.18 billionfor the year ende
December 31, 2011The increase in net revenue was primarily dribgrsales to our service provider customers, aral l&sser extent, our ref
products. This increase was partially offset byerdase in net revenue from our commercial busimeiss
2011 vs 2010

Net revenue increased $279.0 million , or 30.9% $1.18 billion for the year ended December 31,120from $902.1 milliorfor the yea
ended December 31, 2010he increase in net revenue was due to strongthrm our retail and commercial product lines, axdeptional growl

in service provider revenue. Refer to the discussiossegment information for additional discussidmet revenue by business unit.

Refer to "Net Revenue by Geographic Region" andyfi8mt Information” for further discussion of neveaue by geographic region ¢
segment respectively.

Net Revenue by Geographic Region

Year Ended December 31,

2012 % Change 2011 % Change 2010
(In thousands, except percentage data)

Americas $ 679,41 157% $ 587,05t 25.8% $ 466,54.

Percentage of net revenue 53.4% 49.7% 51.7%
EMEA $ 457,72 4.29% $ 477,71 40.2% $ 340,24

Percentage of net revenue 36.0% 40.4% 37.7%
APAC $ 134,77 15£% $ 116,24 22.(% $  95,26:

Percentage of net revenue 10.6% 9.8% 10.6%

2012 vs 2011

The increase in Americas net revenue was primdrilyen by our retail products and sales to ouriserprovider customers. The decreas
EMEA net revenue was primarily attributable to aréase in sales of our commercial products ana |égser extent, a decrease in sales of our
products. The increase in APAC net revenue wasgifynattributable to increased sales to our serpiovider customers.

Americas continues to represent the largest pexgendf our net revenues, and APAC increased ascargage of revenue, primarily due
growth in the region. EMEA decreased as a percermégevenues as we continued to see macroeconesaikness in the European market.

2011 vs 2010

The increase in Americas net revenue was primattijbutable to sales to our service provider cmetis. The increase in EMEA net reve
was primarily attributable to increased sales tosauvice provider customers and increased salesrafetail
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products. The increase in APAC net revenue waibatable to increased sales to service providetoowsrs, as well as, increased sales of our
and commercial products.

Cost of Revenue and Gross Margin

Cost of revenue consists primarily of the followitige cost of finished products from our third garanufacturers; overhead costs, inclu
purchasing, product planning, inventory controlreteusing and distribution logistics; thipdwty software licensing fees; inbound freight; raaty
costs associated with returned goods; wditemns for excess and obsolete inventory and anadidiz expense of certain acquired intangibles
outsource our manufacturing, warehousing and Hidinn logistics. We believe this outsourcing gt allows us to better manage our pro
costs and gross margin. Our gross margin can leetaff by a number of factors, including fluctuationforeign exchange rates, sales rett
changes in average selling prices, esdfr customer rebates and other sales incentimds;tenges in our cost of goods sold due to fldictos ir
prices paid for components, net of vendor rebates;anty and overhead costs, inbound freight, ceiee costs and charges for excess or obs
inventory. The following table presents costs ekraie and gross margin, for the periods indicated:

Year Ended December 31,

2012 % Change 2011 % Change 2010
(In thousands, except percentage data)
Cost of revenue $ 888,36¢ 9.5% $ 811,57: 34.6% $ 602,80!
Gross margin percentage 30.2% 31.3% 33.2%

2012 vs 2011

Cost of revenue increased $76.8 million , or 9.5%$888.4 million for the year ended DecemberZf12 , from $811.6 millioffior the yea
ended December 31, 2011 . Our gross margin decte@s80.2% for the year ended December 31, 201@m f31.3%for the year ende
December 31, 2011 .

The decrease in gross margin was primarily attaiblat to relatively faster growth in our revenuenirgervice providers, which gener:
carries lower gross margins than our other prodates to service providers increased as a pagerdf net revenue to 36 the year ende
December 31, 2012 , compared to 31% in the yeagdBecember 31, 2011 .

2011 vs 2010

Cost of revenue increased $208.8 million, or 34.689%811.6 million for the year ended December211,1, from $602.8 million for the ye
ended December 31, 2010. Our gross margin decréasd3% for the year ended December 31, 201in 88.2% for the year ended Decen
31, 2010.

The decrease in gross margin was primarily attablet to a higher percentage of our total revenuivett from sales to service provide

which generally carry lower gross margins. Forybaers ended December 31, 2011 and 2010, the salessérvice providers represented 31%
20% of net revenue, respectively.

42




Table of Contents
Operating Expenses
Research and Development Expense

Research and development expenses consist prins@nilgrsonnel expenses, payments to suppliersefsigd services, safety and regula
testing, product certification expenditures to @yabur products for sale into specific marketsptptypes and other consulting fees. Researcl
development expenses are recognized as they aneadc We have invested in building our researah development organization to enhance
ability to introduce innovative and easytee products. In the future, we expect researctdamdlopment expenses will increase in absolutiad
and as a percentage of revenue as we broaden murcompetencies and expand into new software atwloniéng product technologies. T
following table presents research and developmeperese, for the periods indicated:

Year Ended December 31,

2012 % Change 2011 % Change 2010
(In thousands, except percentage data)
Research and development expense $  61,06¢ 250 $  48,69¢ 21.6% $  39,97:
Percentage of net revenue 4.8% 4.1% 4.5%

2012 vs 2011

Research and development expenses increased $illios mor 25.4% , to $61.1 million for the yeanged December 31, 2012 , frddd8.7
million for the year ended December 31, 2011 . Tmease was primarily attributable to higher persgdrelated expenses of $7.1 mill
attributable to headcount growth and increased resgreof $6.0 million primarily related to our inased investment in research and develop
projects for software development, and acquisitielated research and development. These expenseoffeet by a benefit of $3.0 million due
a decrease in variable compensation. Research erglopment headcount increased by 27 employeestoethployees abecember 31, 20:
compared to 224 employees at December 31, 261Ltthermore, the increase was attributable tbhéidacilities expenses of $2.1 million, prima
related to our acquisition-related expansions.

2011 vs 2010

Research and development expenses increased $8ohmir 21.8%, to $48.7 million for the year eddBecember 31, 2011, from $4
million for the year ended December 31, 2010. Treaase was primarily attributable to increasedscof $5.5 million related to an increast
payroll and other employee expenses driven by mddit headcount. Research and development headawenetased by 46 employees to
employees at December 31, 2011 compared to 178ogegs at December 31, 2010. Furthermore, the isereas attributable to higher outs
service costs of $2.5 million, primarily relateddor increased research and development projects.

Sales and Marketing Expense
Sales and marketing expenses consist primarideéising, trade shows, corporate communicationts@her marketing expenses, pros

marketing expenses, outbound freight costs, pesdaxpenses for sales and marketing staff and teshsupport expenses. The following te
presents sales and marketing expense, for thedsaridicated:

Year Ended December 31,

2012 % Change 2011 % Change 2010
(In thousands, except percentage data)
Sales and marketing expense $ 149,76t B3.)% $ 154,56: 17.5% $ 131,57(
Percentage of net revenue 11.9% 13.1% 14.6%

2012 vs 2011

Sales and marketing expenses decreased $4.8 mitioB.1% , to $149.8 million for the year endeecBmber 31, 2012 , from $154.6 millitor
the year ended December 31, 20Ilhe decrease was primarily due to a decreaseaikating costs of $3.1 million, as we shifted owarketing
efforts towards activities that were deemed to bedaction in net revenue and away from
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operating expense related marketing, and freigbeeses of $1.8 million. Payroll-related expensesjugling stockbased compensation, w
relatively flat year-over-year, as an increase8$nillion in personnetelated costs due to increased annual headcourtaffset by a decrease
$3.8 million in variable compensation. Sales andketing headcount decreased by 5 employees to 13pbgees at December 31, 20d@mpare
to 357 employees at December 31, 2011 .

2011 vs 2010

Sales and marketing expenses increased $23.0midlial 7.5%, to $154.6 million for the year endezt®mber 31, 2011, from $131.6 million
the year ended December 31, 2010. Of this incregk®8 million was related to an increase in pdyaod other employee expenses primi
attributable to increased overall sales and margetieadcount. Sales and marketing headcount irestdas 54 employees to 357 employee
December 31, 2011 compared to 303 employees amniiere31, 2010. Further, $7.2 million of the inceeags due to marketing costs resul
from increased marketing campaigns, and call cemtdrfreight costs, resulting from greater saldame.

General and Administrative
General and administrative expenses consist ofiealand related expenses for executives, finandeaacounting, human resources,

information technology, professional fees, allowafar doubtful accounts and other general corpagpenses. The following table presents
general and administrative expense, for the peiittisated:

Year Ended December 31,

2012 % Change 2011 % Change 2010
(In thousands, except percentage data)
General and administrative expense $ 45,02 14.2% $ 39,42 8.8% $ 36,22
Percentage of net revenue 3.5% 3.3% 4.0%

2012 vs 2011

General and administrative expenses increasedrdfllién , or 14.2% , to $45.0 million for the yeanded December 31, 2012 , fr&89.<
million for the year ended December 31, 20The increase was primarily due to an increasmutside professional services of $6.2 million ldy:
attributable to acquisition and litigation relatactivities and an increase of $1.9 million in fagHrelated expenses. These increases were pé
offset by a decrease in personrelated expenses of $3.3 million, primarily relatied the decrease in variable compensation. Gerae
administrative headcount increased by 14 employe228 employees at December 31, 2012 comparetdterhployees at December 31, 2011 .

2011 vs 2010

General and administrative expenses increased riilflidn, or 8.8%, to $39.4 million for the year exdl December 31, 2011, from $3
million for the year ended December 31, 2010. Thwedase was primarily due to an increase in pawmdl other employee expenses prim
attributable to increased headcount. General andréstrative headcount increased by 16 employeetltb employees at December 31, Z
compared to 98 employees at December 31, 2010.

Restructuring and Other Charges
2012 vs 2011

Restructuring and other charges decreased $0.®mjllor 43.2% to an expense of $1.2 million durthg year ended December 31, 2012
from $2.1 million for year ended December 31, 20The expense of $1.2 million was primarily dueetoployee severance attributable to
consolidation of product groups and the consolitatif the EMEA sales team within our commercialibesss unit.

2011 vs 2010

Restructuring and other charges increased $2.®omillo an expense of $2.1 million during the yeaded December 31, 2011, from a be
of $88,000 for year ended December 31, 2010. Ofth2 million increase, we incurred $1.6 millionristructuring costs for employee sever:
related to the reorganization into three specifisibess units during the year ended
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December 31, 2011. In addition, we incurred $46@,00 transition services in connection with the w@siion of the Customer Networki
Solutions division of Westell Technologies, Incridg the year ended December 31, 2011.

For a further discussion of restructuring and otttearges, refer to Note Restructuring and Other Chargesn the Notes to Consolidat
Financial Statements in Item 8 of Part Il of thisrdval Report on Form 10-K.

Litigation Reserves and Payments

During the year ended December 31, 2012 , we recdoadlitigation reserve of $0.4 millidior estimated costs related to the settleme
potential lawsuits or lawsuits already filed agains. For a detailed discussion of our litigatiomtters, refer to Note 9Commitments ar
Contingencies in Notes to Consolidated Financial Statementteim 8 of Part 11 of this Annual Report on Form KO-

During the year ended December 31, 2011, we redaad@igation reserve benefit of $201,000 for mstied costs related to the settlemel
potential lawsuits or lawsuits already filed agains. During the year ended December 31, 2010, egerded a litigation reserve expens:
$211,000 for estimated costs related to the settieimf potential lawsuits or lawsuits already fikghinst us.

Interest Income and Other Income (Expense)

Interest income represents amounts earned on ghr cash equivalents and shtemm investments. Other income (expense), net,gsiiy
represents gains and losses on transactions deaiuiim foreign currencies and other miscellanédnaeme and expenses. For details of
hedging program and related foreign currency ceotgraefer to Note 5Derivative Financial Instrumentsin Notes to Consolidated Finant
Statements in Item 8 of Part Il of this Annual Remm Form 10-K.

2012 vs 2011

Interest income increased $21,000 , or 4.4% , 88 P00 for the year ended December 31, 2012 , $417,000 for the year ended
December 31, 2011 . The increase in interest incmageprimarily attributable to an increase in owgrage balance of cash, cash equivalents, and
short-term investments during the year ended Deeefib, 2012 , as compared to the year ended Dece&dhp2011 , which was partially offset by
falling interest rates.

Other income and expense, net, increased $3.&miiti income of $2.7 million for the year ended &maber 31, 2012 , from expense$df ]
million for year ended December 31, 201The increase was primarily attributable to thel$8illion gain on the sale of a cost method invesit
In addition, our foreign currency hedging progragduced volatility associated with hedged currenaghange rate movements during the
ended December 31, 2012 .

2011 vs 2010

Interest income increased $51,000, or 12.0%, to7®OD for the year ended December 31, 2011, fro@6800 for the year end
December 31, 2010. The increase in interest inomae primarily attributable to an increase in ouerage balance of cash, cash equivalents
shortterm investments during the year ended Decembe2(Bll1,, as compared to the year ended Decembe3Q, @hich was partially offset
falling interest rates.

Other expense, net, increased $572,000 to expéidelomillion for year ended December 31, 201anfrexpense of $564,000 for year er
December 31, 2010. Our foreign currency hedgingmm reduced volatility associated with hedgedenay exchange rate movements during
year ended December 31, 2011. The expense of $llidnmmainly related to forward points for hedgedrrency.

Provision for Income Taxes
2012 vs 2011

Provision for income taxes increased $9.9 millisasulting in a provision of $42.7 million for tlyear ended December 31, 201@&mpare
to a provision of $32.8 million for the year endedcember 31, 2011 . The effective tax rate incrase33.1% for the year end&@kcember 3:
2012 from 26.4% for the year ended December 311 20Mhe effective tax rate for both periods diffefedm the statutory rate of 35% due
earnings from foreign jurisdictions, state taxed ather non-deductible expenses. Nitmtuctible expenses in the year ended Decemb&(3dt
included certain stock based compensation. Foydhe ended December 31, 2012, tax on earningsfisoeign operations reduced the effective
rate by 4.8 percentage points compared to
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9.5 percentage points for 2011. The increase ireffeetive tax rate from earnings of foreign opieras in 2012 compared to 2011 resulted frc
decrease in the profitability of international cgéwns located in tax jurisdictions with rates bel85%. Additionally, the effective tax rate v
higher due to the expiration of tax laws providiog the US federal research credit for the yeardndecember 31, 2012. Tax rate increases
partially offset by a reduction in accruals for artain tax positions as a result of the completiba tax audit by the US Internal Revenue Service.

2011 vs 2010

Provision for income taxes decreased $7.5 millieaylting in a provision of $32.8 million for thear ended December 31, 2011, compar
a provision of $40.3 million for the year ended Beber 31, 2010. The effective tax rate decreas@é.&#s for the year ended December 31, !
from 44.2% for the year ended December 31, 201@. &fffective tax rate for both periods differed frtime statutory rate of 35% due to earn
from foreign operations, state taxes, other nonidtiole expenses, and tax credits. Nlmtuctible expenses in the year ended Decemb&03t
included certain stock based compensation. Foydhe ended December 31, 2011, tax on earningsfiooeign operations reduced the effective
rate by 9.5 percentage points compared to an iseref5.1 percentage points for 2010. The taxlvatefit of earnings from foreign operation
2011 resulted from improvements in profitabilityinfernational operations located in tax jurisdiog with rates below 35%. In 2011, state inc
taxes increased the effective tax rate by 1.5 péage points compared to an increase of 4.2 pexgergoints for 2010. The lower impact of <
taxes in 2011 compared to 2010 was primarily due fegislation that was effective as of Januarg@l1l that provided for a more favore
methodology for computing the amount of income sabjfo tax in California.

Net Income
2012 vs 2011

Net income decreased $4.9 million to $86.5 millifon the year ended December 31, 2012 , from $91lilom for the year ende
December 31, 2011 . This decrease was primaritipatable to an increase in the provision for ineotax of $9.9 million, partially offset by a
increase of $3.8 million in other income and exgen®t, and operating income of $1.2 million.

2011 vs 2010

Net income increased $40.5 million to $91.4 millifor the year ended December 31, 2011, from $50ilom for the year ende
December 31, 2010. This increase was primarilybattable to an increase in gross profit of $70.8iom and a decrease in provision for incc
taxes of $7.5 million. This increase was partialifset by an increase in operating expenses of/#3d@lion.

Segment Information

A description of our products and services, as a®lbegment financial data, for each segment céoupel in Note 12,Segment Informatio
Operations by Geographic Area and Customer Conegiotr, in Notes to Consolidated Financial Statementkem 8 of Part Il of this Annu
Report on Form 10-K. Future changes to our orgéioizal structure or business may result in changdise reportable segments disclosed.

Segment contribution income includes all produst Isegment net revenues less the related costesf sasearch and development, and
and marketing costs. Contribution income is usedyart, to evaluate the performance of, and alocasources to, each of the segments. C
operating expenses are not allocated to segmecdsige they are separately managed at the corpevate These unallocated indirect costs inc
corporate costs, such as corporate research amibgenent, general and administrative costs, shaded compensation expenses, amortizati
intangibles, acquisition-related integration cosgsfructuring costs, litigation reserves, andrggeand other income (expense), net.

A reconciliation of segment contribution incomeinoome before income taxes can be found in NoteSEgyment Information, Operations

Geographic Area and Customer Concentratiom Notes to Consolidated Financial Statementstém 8 of Part Il of this Annual Report
Form 10-K.
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Retail

Year Ended December 31,

2012 % Change 2011 % Change 2010
(in thousands, except percentage data)
Net revenue $ 504,79 4.8% $ 481,79 10.€% $ 435,48
Percentage of net revenue 39.7% 40.8% 48.2%
Contribution income 86,80¢ 6.4% 81,58¢ 13.5% 71,86:
Contribution margin 17.2% 16.9% 16.5%

2012 vs 2011

The retail business unit experienced a slight eseein revenue from 2011 to 2012. The increasepsiagarily driven by an increase
revenue from sales of our home wireless productgigtly offset by a decrease in sales of our péimer home storage and broadband gate
products. The retail business unit experiencechgtrevenue growth in the Americas region and mddegeowth in the APAC region; howe
these increases were partially offset by a decréaseet revenues from sales in the EMEA region,thes region continued to experiel
macroeconomic weakness in the European marketirithease in contribution income was primarily doedévenue growth, which was parti

offset by an increase in operating expenses, pifyndriven by investments in research and develamnas well as product management
marketing costs.

2011 vs 2010

We experienced strong net revenue growth in thal teisiness unit from 2010 to 2011. The increaas mainly driven by a 34.5% increas
the revenue from our home wireless-N product line tb consumers transitioning from wireless-G teeleissN technology. We also experien:
strong growth in contribution income. The incre@seontribution income was primarily due to revergrewth and an increase in gross mai
which was mainly driven by a decrease in freightealue to a favorable shift from air to sea freid\et revenue increased by 10.6% and retail-
related gross profit increased by 15.0% over timeesperiod. The impact of the increase in grossitpnas partially offset by an increase in retail-
related operating expenses, which increased byd 6ver the same period.

Commercial
Year Ended December 31,
2012 % Change 2011 % Change 2010
(in thousands, except percentage data)
Net revenue $ 307,94! (7.)% $ 331,43¢ 16.5% $ 284,53
Percentage of net revenue 24.2% 28.1% 31.5%
Contribution income 67,82¢ (9.9% 74,74¢ 18.€% 63,02:
Contribution margin 22.0% 22.6% 22.1%

2012 vs 2011

We experienced a decrease in net revenues in thenercial business unit from 2011 to 2012. The desdn net revenues was prime
experienced in the EMEA region, as the region caid to experience macroeconomic weakness in thepEan market. Net revenues from s
in the Americas and APAC regions remained relayifidt. On a productevel, the decrease was primarily attributable tearease in sales fr(
our network storage product line. Contribution imzoalso decreased, primarily due to the declimewenue oupacing the savings from decree
in our costs of revenue and operating expensesteNehue decreased by 7.1%hile costs of revenue and operating expensesdsed by 6.5'
and 6.3% respectively. The decrease in costs ehtewas primarily attributable to the decreaseeirrevenues and a more favorable air/sea fi

mix. The decrease in our commercial business wpksating expenses was primarily due to a decrieasales and marketing cost, partially of
by an increase in research and development costs.
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2011 vs 2010

We experienced strong net revenue growth in thenoemial business unit from 2010 to 2011. The ineeeaas driven by an increase
demand across our product lines. In particularemere from our network storage product line andagwjtroducts increased by 15.1% and 18
respectively. We also experienced strong growtbaointribution income. The increase in contributinondme was primarily due to revenue groy
while the increase in operating expenses was mtaé¥at revenue increased by 16.5%, while commlerelated operating expenses increase
only 13.0% over the same period.

Service Provider

Year Ended December 31,

2012 % Change 2011 % Change 2010
(in thousands, except percentage data)
Net revenue $ 459,17¢ 24.9% $ 367,78 102.% $ 182,02
Percentage of net revenue 36.1% 31.1% 20.2%
Contribution income 40,79¢ 24.%% 32,79: 133.&% 14,02¢
Contribution margin 8.9% 8.9% 7.7%

2012 vs 2011

We experienced strong net revenue growth in theicgeprovider unit from 2011 to 2012. The increasss primarily attributable to sa
growth of our broadband gateway products, primadlifiyen by service provider demand for our Docsi$ @oducts, and to a lesser extent,
acquisition of the Customer Networking Solutiongision of Westell Technologies, Inc. Contributiortéome remained in line with revenue gro\
with net revenue increasing by 24.9%hile costs of revenue and operating expensegsased by 25.2% and 22.3% respectively. The inerim
costs of revenue was primarily due to revenue dramd the increase in operating expenses was pignaétributable to increased investment
research and development.

2011 vs 2010

We experienced exceptional net revenue growth énstirvice provider unit from 2010 to 2011. The éase was primarily driven by 1
adoption of Docsis 3.0 products. We also experigmeeptional growth in contribution income. Thergase in contribution income was prime
due to revenue growth, while the increase in opegagxpenses was moderate. Net revenue increasé®h9%, while service-provideelatec
operating expenses increased by only 48.1%, dag iocrease in research and development and salesarketing, over the same period.

Liquidity and Capital Resources
As of December 31, 2012 , we had cash, cash eguitsadnd short-term investments totaling $376.8anil

Our cash and cash equivalents balance decreasadb268.9 million as of December 31, 2011 to $14f8illion as of December 31, 2012
Our short-term investments, which represent theestment of funds available for current operationsreased from $144.8 milliomas o
December 31, 2011 to $227.8 million as of Decendier2012, as we shifted assets from money market fundsréasbries with higher returi
Operating activities during the year ended DecerBlter2012 , generated cash of $55.0 milliomvesting activities during the year en
December 31, 2012 used $130.3 million , which idekithe net purchases of short-term investmer#8®m6 million, payments made in connect
with business acquisitions of $28.6 million , pritharelated to the AVAAK acquisition, and purchasef property and equipment of $14.8 million
During the year ended December 31, 2012 , finanattiyities provided $15.4 million primarily due to the issuance of our common stophr
exercise of stock options and our employee stogkhase program, as well as the excess tax bemefit éxercises and cancellations of s
options.

Our days sales outstanding as of December 31, 28326 days, which was consistent with 2011 .

Our accounts payable decreased from $117.3 midtoBecember 31, 2011 to $87.3 million at Decemier2®12primarily as a result
timing of payments.

Inventory increased from $163.7 million at Decem®®r 2011 to $174.9 million at December 31, 20Ehding inventory turns decrea
from 5.2 turns in the three months ended Decembg?@®11 , to 5.0 turns in the three months endezkBéer 31,
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2012 . This decrease is primarily attributable o increased inventory levels to support curredt expected demand levels for our products.

We enter into foreign currency forwaekchange contracts, which typically mature in theeéive months, to hedge a portion of our expa
to foreign currency fluctuations of foreign currgradienominated revenue, costs of revenue, certadnatipg expenseseceivables, payables, ¢
cash balances. We record on the consolidated makreet at each reporting period the fair valueuofforwardexchange contracts and record
fair value adjustments in our Consolidated Statémeifi Operations and in our Consolidated Balancee&h Gains and losses associated
currency rate changes on hedge contracts thatcardesignated under the authoritative guidance foivdves and hedging are recorded wi
other income (expense), net, offsetting foreignhexge gains and losses on our monetary assetsaaildiés. Gains and losses associated
currency rate changes on hedge contracts thatemigraited cash flow hedges under the authoritafidance for derivatives and hedging
recorded within cumulative other comprehensive ineaintil the related revenue, costs of revenuexpenses are recognized.

In October 21, 2008, the Board of Directors auttexi management to repurchase up to 6,000,000 shiaces outstanding common sto
Under this authorization, the timing and actual bemof shares subject to repurchase are at theetiat of management and are contingent
number of factors, such as levels of cash generétion operations, cash requirements for acquisstiand the price of our common stock. We
not repurchase any shares under this authorizdtiang the years ended December 31, 2012 , 202010 .

We also repurchase shares to help administratfeefjitate the withholding and subsequent remitean€ personal income and payroll ta
for individuals receiving RSUs throughout the yeate repurchased approximately 22,000 shares, dd,8860f common stock to facilitate t
withholdings for RSUs during the year ended Deceartie 2012 . Similarly, during the years ended Daper 31, 2011 and December 31, 2010
we repurchased approximately 25,000 shares an®@23ffares, respectively, or $926,000 and $73600@0r common stock, respectively, to f
facilitate tax withholding for RSUs. These sharesewetired upon repurchase.

Based on our current plans and market conditiores believe that our existing cash, cash equivalants shorterm investments will t
sufficient to satisfy our anticipated cash requieats for the foreseeable future. However, we cabeatertain that our planned levels of reve
costs and expenses will be achieved. If our opegatisults fail to meet our expectations or if i fo manage our inventory, accounts receiv
or other assets, we could be required to seekiadditfunding through public or private financings other arrangements. In addition, as
continue to expand our product offerings, chanaeld geographic presence, we may require additiwoating capital. In such event, adeqt
funds may not be available when needed or may eatvhilable on favorable or commercially acceptaddms, which could have a negative el
on our business and results of operations.

Backlog

As of December 31, 201,2we had a backlog of approximately $104.6 millioampared to approximately $128.5 million as of &waber 31
2011, primarily due to product demand required in tbtufe. Our backlog consists of products for whicistomer purchase orders have |
received and that are scheduled or in the procebeing scheduled for shipment. While we expechutéill the order backlog within the curre
year, most orders are subject to rescheduling cetktion with little or no penalties. Becausetloé possibility of customer changes in proi
scheduling or order cancellation, our backlog aanyf particular date may not be an indicator ofsadts for any succeeding period.
Contractual Obligations and Off-Balance Sheet Arragements

Contractual Obligations

The following table describes our commitments titls@on-cancelable lease and purchase commitrasri$ December 31, 2012 .

Less Than 1-3 3-5 More Than
1 Year Years Years 5 Years Total
Operating leases $ 8,19 $ 11,900 $ 8,201 $ 3517 $ 31,81"
Purchase obligations 149,60 — — — 149,60
$ 157,79 $ 11,900 $ 8,201 $ 3517 $ 181,42(
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We lease office space, cars and equipment undecamucelable operating leases with various expirafiaies through December 2026. F
expense in the years ended December 31, 2012 ,,201d 2010 was $7.6 million , $7.0 million and4sfillion , respectively. The terms of so
of the office leases provide for rental paymentsaagraduated scale. We recognize rent expensestmightline basis over the lease period,
have accrued for rent expense incurred but not. Jdié amounts presented are consistent with cdoaaterms and are not expected to d
significantly, unless a substantial change in @adtount needs requires us to exit an office ta@krly or expand our occupied space.

We enter into various inventorglated purchase agreements with suppliers. Géneraider these agreements, 50% of the order
cancelable by giving notice 46 to 60 days priothi® expected shipment date and 25% of orders akelzble by giving notice 31 to 45 days p
to the expected shipment date. Orders are not kdneeavithin 30 days prior to the expected shipndate. At December 31, 2012 , we 9. ¢
million in non<ancelable purchase commitments with suppliers. éifeect to sell all products for which we have cottedi purchases fro
suppliers.

As of December 31, 2012 and December 31, 20k had $13.8 million and $18.7 million, respeelyy of total gross unrecognized
benefits and related interest. The timing of anynpents that could result from these unrecognizedbinefits will depend upon a numbel
factors.The unrecognized tax benefits have been excluded from the contrditigations table because reasonable estimates car
made of whether, or when, any cash payments for such itenh$ atigur.The possible reduction in liabilities for uncertaéix positions i
multiple jurisdictions that may impact the statemeh operations in the next 12 months is approxatya$2.2 million, excluding the intere
penalties and the effect of any related deferredsaets or liabilities.

Off-Balance Sheet Arrangements
As of December 31, 2012 , we did not have any aféihce sheet arrangements as defined in Iltem 3@§({g)of SEC Regulation S-K.
Recent Accounting Pronouncements

See Note 1,The Company and Summary of Significant AccountoigiBs, in Notes to Consolidated Financial Statementseim 8 of Part |
of this Annual Report on Form I0- for a full description of recent accounting pooimcements, including the expected dates of adoptia
estimated effects on financial condition and resaftoperations, which are hereby incorporatedetigrence.

Iltem 7A. Quantitative and Qualitative Disclosures About MakRisk
Interest Rate Risk

We do not use derivative financial instruments um imvestment portfolio. We have an investmentfptid of fixed income securities that :
classified as “available-for-salaecurities. These securities, like all fixed incamstruments, are subject to interest rate riskwaifidall in value if
market interest rates increase. We attempt to linist exposure by investing primarily in highly edtshortterm securities. Our investment pol
requires investments to be rated triplewith the objective of minimizing the potentialski of principal loss. Due to the short duration
conservative nature of our investment portfolianavement of 10% by market interest rates wouldh@te a material impact on our opera
results and the total value of the portfolio ovee hext fiscal year. We monitor our interest ratd aredit risks, including our credit exposur:
specific rating categories and to individual issudihere were no impairment charges on our invessrduring fiscal 2012 .

Foreign Currency Transaction Risk

We invoice some of our international customersaireign currencies including, but not limited toe tAustralian dollar, British pound, eu
and Japanese yen. As the customers that are dyrimviiced in local currency become a larger petage of our business, or to the exten
begin to bill additional customers in foreign cuncies, the impact of fluctuations in foreign exopamates could have a more significant impau
our results of operations. For those customeraimirdernational markets that we continue to seiint U.S. dollars, an increase in the value o
U.S. dollar relative to foreign currencies couldk@aur products more expensive and therefore rethecdemand for our products. Such a de
in the demand for our products could reduce saldsnagatively impact our operating results. Certgiarating expenses of our foreign operai
require payment in the local currencies.
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We are exposed to risks associated with foreigrhaxge rate fluctuations due to our internation#éssand operating activities. Th
exposures may change over time as business paetmdve and could negatively impact our operatggplts and financial condition. We be
using foreign currency forward contract derivatiireshe fourth quarter of 2008 to partially offsetr business exposure to foreign exchange ri:
our foreign currency denominated assets and liegsiliAdditionally, in the second quarter of 2008 began entering into certain foreign curre
forward contracts that have been designated asfltagthedges under the authoritative guidance fvatives and hedging to partially offset
business exposure to foreign exchange risk ongratdf our anticipated foreign currency revenusisof revenue, and certain operating expe
The objective of these foreign currency forwardtcacts is to reduce the impact of currency exchaage movements on our operating result
offsetting gains and losses on the forward cordradth increases or decreases in foreign curreransactions. The contracts are markedatoke
on a monthly basis with gains and losses includeather income (expense), net in the Consolidatate®ents of Operations, and in cumule
other comprehensive income on the ConsolidatednBal&heets. We do not use foreign currency costfactspeculative or trading purpos
Hedging of our balance sheet and anticipated chsh éxposures may not always be effective to ptotec against currency exchange
fluctuations. In addition, we do not fully hedger dalance sheet and anticipated cash flow exposle@ang us at risk to foreign exchange g
and losses on the uredged exposures. If there were an adverse movementchange rates, we might suffer significanséss See Note
Derivative Financial Instruments of the Notes to Consolidated Financial Statemémtsadditional disclosure on our foreign curren@ntacts
which are hereby incorporated by reference inte Bart Il, Item 7A.

As of December 31, 2012ve had net assets in various local currencidsygothetical 10% movement in foreign exchange ratsld resul
in an after-tax positive or negative impact of $mi#lion to net income, net of our hedged positiahDecember 31, 2012Actual future gains ai
losses associated with our foreign currency exmssand positions may differ materially from thesitivity analyses performed as of Decembe
2012due to the inherent limitations associated withdfmting the foreign currency exchange rates, andastual exposures and positions. Fol
year ended December 31, 2012 , 7% of total netwevavas denominated in a currency other than tBe dallar.
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Item 8. Financial Statements and Supplementary Data

Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of NERREINC.:

In our opinion, the consolidated financial statetadisted in the index appearing under Iltem 15{a)pfesent fairly, in all material respects,
financial position of NETGEAR, Inc. and its subsidés at December 31, 2012 and December 31, 2@#l1the results of their operations and t
cash flows for each of the three years in the peeinded December 31, 2012 in conformity with actiagnprinciples generally accepted in
United States of America. In addition, in our opmj the financial statement schedule listed inititkex appearing under Item 15(a){@esent
fairly, in all material respects, the informatiogt $orth therein when read in conjunction with teéated consolidated financial statements. Als
our opinion, the Company maintained, in all matexapects, effective internal control over finacieporting as of December 31, 2012, base
criteria established imternal Control - Integrated Framewoiiksued by the Committee of Sponsoring Organizatadrtee Treadway Commissi
(COSO0). The Company's management is responsibl¢héme financial statements and financial statersehédule, for maintaining effect
internal control over financial reporting and fds iassessment of the effectiveness of internalraooiver financial reporting, included
Management's Report on Internal Control over Fir@riReporting under Item 9A. Our responsibilitytes express opinions on these finar
statements, on the financial statement schedutktparthe Company's internal control over financigdorting based on our integrated audits.
conducted our audits in accordance with the stalsdaf the Public Company Accounting Oversight Bo@idited States). Those standards rec
that we plan and perform the audits to obtain nealsle assurance about whether the financial statisnzge free of material misstatement
whether effective internal control over financiaporting was maintained in all material respectst @udits of the financial statements inclu
examining, on a test basis, evidence supportingtheunts and disclosures in the financial statespassessing the accounting principles use
significant estimates made by management, and aaduthe overall financial statement presentat@ur audit of internal control over financ
reporting included obtaining an understanding éérmal control over financial reporting, assesdimg risk that a material weakness exists,
testing and evaluating the design and operatirectifieness of internal control based on the asdagde Our audits also included performing <
other procedures as we considered necessary @irtlienstances. We believe that our audits provideaaonable basis for our opinions.

A company's internal control over financial repogtis a process designed to provide reasonableamssuregarding the reliability of financ
reporting and the preparation of financial statetséor external purposes in accordance with gelyesatepted accounting principles. A compa
internal control over financial reporting includb®se policies and procedures that (i) pertait¢onbaintenance of records that, in reasonablely
accurately and fairly reflect the transactions drgpositions of the assets of the company; (iivjghe reasonable assurance that transactior
recorded as necessary to permit preparation afid¢iahstatements in accordance with generally aecepccounting principles, and that receipts
expenditures of the company are being made onacaordance with authorizations of management aredttdrs of the company; and (iii) prov
reasonable assurance regarding prevention or tidetgction of unauthorized acquisition, use, opaition of the company's assets that could
a material effect on the financial statements.

Because of its inherent limitations, internal cohtsver financial reporting may not prevent or d@étmisstatements. Also, projections of
evaluation of effectiveness to future periods afgjext to the risk that controls may become inadégjbecause of changes in conditions, or thi
degree of compliance with the policies or procegunay deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, CA
February 26, 2013
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Current assets:

NETGEAR, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

ASSETS

Cash and cash equivalents

Short-term investments

Accounts receivable, net

Inventories

Deferred income taxes

Prepaid expenses and other current assets
Total current assets
Property and equipment, net

Intangibles, net
Goodwill

Other non-current assets

Total assets

Current liabilities:
Accounts payable

LIABILITIES AND STOCKHOLDERS’ EQUITY

Accrued employee compensation

Other accrued liabilities

Deferred revenue

Income taxes payable

Total current liabilities
Non-current income taxes payable

Other non-current liabilities

Total liabilities

Commitments and contingencies (Note 9)

Stockholders’ equity:

Preferred stock: $0.001 par value; 5,000,000 shardg®rized; none issued or outstanding

Common stock: $0.001 par value; 200,000,000 stargrized; shared issued and outstanding:

38,341,644 and 37,646,872 at December 31, 2012@htl, respectively
Additional paid-in capital
Cumulative other comprehensive income

Retained earnings

Total stockholders’ equity
Total liabilities and stockholders’ equity

December 31,

December 31,

2012 2011
$ 149,03. $ 208,89t
227,84 144,79
256,01« 261,30°
174,90: 163,72:
22,69: 23,08¢
33,72¢ 32,41¢
864,20¢ 834,22¢
19,02¢ 15,88«
27,62: 20,95¢
100,88( 85,94
22,83¢ 14,35}
$ 1,034,560 $ 971,37(
$ 87,31( $ 117,28
18,33¢ 26,89¢
126,25! 120,48(
27,64¢ 40,09
1,382 4,207
260,93( 308,96:
13,73¢ 18,65
5,29¢ 4,99¢
279,95! 332,61:
38 38
394,42 364,24
4 23
360,14: 274,45
754,61 638,75
$ 1,034,556 $ 971,37(

The accompanying notes are an integral part okthessolidated financial statements.
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NETGEAR, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Year Ended December 31,

2012 2011 2010

Net revenue $ 1,271,92. $ 1,181,0%L 902,05:
Cost of revenue 888,36¢ 811,57: 602,80!
Gross profit 383,55: 369,44t 299,24
Operating expenses:

Research and development 61,06¢ 48,69¢ 39,97:

Sales and marketing 149,76¢ 154,56: 131,57(

General and administrative 45,02} 39,42: 36,22(

Restructuring and other charges 1,19( 2,094 (88)

Litigation reserves, net 39C (201) 211

Total operating expenses 257,43¢ 244,57 207,88!

Income from operations 126,11 124,86¢ 91,36:
Interest income 49¢ 477 42¢€
Other income (expense), net 2,67( (1,13¢) (564)
Income before income taxes 129,28: 124,21( 91,22
Provision for income taxes 42,74: 32,84 40,31
Net income $ 86,53¢ $ 91,36¢ 50,90¢
Net income per share:

Basic $ 227 % 2.4¢ 1.4

Diluted $ 22 % 2.41 1.41
Weighted average shares outstanding used to comptilecome per share:

Basic 38,05 37,12: 35,38t

Diluted 38,747 37,93: 36,12«

The accompanying notes are an integral part oktheasolidated financial statements.
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NETGEAR, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)

Year Ended December 31,

2012 2011 2010
Net income $ 86,53¢ $ 91,36¢ $ 50,90¢
Other comprehensive (loss) income, before tax:
Unrealized (loss) gain on derivative instruments (30 (267) 252
Unrealized gain on available-for-sale securities 16 17 7
Other comprehensive (loss) income, before tax (14) (250 26C
Tax expense related to items of other compreherisogne ©) ® )
Other comprehensive (loss) income, net of tax (19 (25¢€) 257
$ 86,52( % 91,11 $ 51,16¢

Comprehensive income

The accompanying notes are an integral part oktheasolidated financial statements.
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NETGEAR, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands)

Common Stock

Cumulative Other

Balance at December 31, 2009

Change in unrealized gains and losses on
available-for-sale securities, net of tax

Change in unrealized gains and losses
derivatives, net of tax

Net income
Stock-based compensation expense

Purchase and retirement of common si
Issuance of common stock under stock
based compensation plans

Tax benefit from exercises and
cancellations of stock options

Balance at December 31, 2010

Change in unrealized gains and losses on
available-for-sale securities, net of tax

Change in unrealized gains and losses
derivatives, net of tax

Net income

Stock-based compensation expense

Purchase and retirement of common st

Issuance of common stock under stock
based compensation plans

Tax benefit from exercises and
cancellations of stock options

Balance at December 31, 2011

Change in unrealized gains and losses on
available-for-sale securities, net of tax

Change in unrealized gains and losses
derivatives, net of tax

Net income
Stock-based compensation expense

Purchase and retirement of common si

Issuance of common stock under stock
based compensation plans

Tax benefit from exercises and
cancellations of stock options

Balance at December 31, 2012

Additional Paid-In Comprehensive
Shares Amount Capital Income (Loss) Retained Earnings Total
34,73:  $ 35 $ 280,25¢ $ 24 $ 133,83 414,15!
— — — 4 — 4
— — — 25% — 25%
— — — — 50,90¢ 50,90¢
— — 12,177 — — 12,177
(32 — — — (736) (736)
1,472 1 20,11¢ — — 20,117
— — 3,55¢ — — 3,55¢
36,17 36 316,10¢ 281 184,01: 500,43¢
— — — 9 — 9
— — — (267) — (267)
— — — — 91,36¢ 91,36¢
— — 13,727 — — 13,727
(25) — — — (926) (926)
1,49¢ 2 30,88¢ — — 30,89:
— — 3,51¢ — — 3,51¢
37,641 38 364,24: 23 274,45; 638,75
— — — 11 — 11
— — — (30 — (30
— — — — 86,53¢ 86,53¢
— — 14,36¢ — — 14,36¢
(22 — — — (850) (850)
717 — 14,697 — — 14,697
— — 1,121 — — 1,121
38,34: $ 38 $ 394,427 % 4 $ 360,14. 754,61:

The accompanying notes are an integral part okthessolidated financial statements.
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NETGEAR, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended December 31,

2012 2011 2010

Cash flows from operating activities:

Net income $ 86,53¢ $ 91,36¢ $ 50,90¢
Adjustments to reconcile net income to net caskigeal by operating activities:

Depreciation and amortization 16,77¢ 14,73¢ 13,43¢
Purchase premium amortization on investments 2,49( 98€ 46€
Non-cash stock-based compensation 14,37: 13,76: 12,20:
Income tax benefit associated with stock optiorr@ges 1,121 3,51¢ 3,55¢
Gain on sale of cost method investment (3.12¢) — —
Excess tax benefit from stock-based compensation (1,559 (3,679 (3,470
Deferred income taxes (2,545 (4,62)) (8,43Y)
Changes in assets and liabilities, net of effectaofuisitions:
Accounts receivable 5,317 (34,57¢) (63,87¢%)
Inventories (10,590 (30,039 (36,809
Prepaid expenses and other assets 2,61¢ (7,93%) (3,220
Accounts payable (30,61%) 28,13 20,07¢
Accrued employee compensation (8,789 2,76 13,09(
Other accrued liabilities 3,44¢ 9,37¢ 21,79«
Deferred revenue (12,680 12,55¢ 5,43
Income taxes payable (7,749 (342) 1,192
Net cash provided by operating activities 55,04 96,01( 26,35
Cash flows from investing activities:
Purchases of short-term investments (369,939 (228,87)) (185,129
Proceeds from maturities of short-term investments 284,41¢ 227,66¢ 115,00(
Purchase of property and equipment (14,767) (8,21)) (8,720
Loan issued, net of loan repaid — — (202)
Payments for patents (1,400 — (1,270
Cost method investments — — (3,009
Payments made in connection with business acaprisitinet of cash acquired (28,62%) (37,509 (12,000
Net cash used in investing activities (130,309 (46,927) (95,229
Cash flows from financing activities:
Purchase and retirement of common stock (850 (926) (73¢)
Proceeds from exercise of stock options 12,70( 29,13¢ 18,91t
Proceeds from issuance of common stock under emplstpck purchase plan 1,997 1,752 1,20z
Excess tax benefit from stock-based compensation 1,55 3,67 3,47(
Net cash provided by financing activities 15,39¢ 33,631 22,84¢
Net (decrease) increase in cash and cash equisalent (59,86¢) 82,72¢ (46,029
Cash and cash equivalents, at beginning of period 208,89¢ 126,17: 172,20:
Cash and cash equivalents, at end of period $ 149,03 $ 208,89¢ $ 126,17
Supplemental Cash Flow Information:
Cash paid for income taxes $ 52,40 $ 34,36 $ 44,08

The accompanying notes are an integral part oktheasolidated financial statements.
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NETGEAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. The Company and Summary of Significant Acamting Policies
The Company

NETGEAR, Inc. (“NETGEAR” or the “Company”as incorporated in Delaware in January 1996. Then@any is a global networki
company that delivers innovative products to coremsmbusinesses and service providers. For consutiner Company makes high performa
dependable and easyiise home networking, storage and digital mediaymstsdto connect people with the Internet and tbeirtent and device
For businesses, the Company provides networkimgageé and security solutions without the cost amupexity of Big IT. The Company al
supplies leading service providers with madetder and retail proven, whole home networking sohs for sale to their customers. -
Company’s products are built on a variety of proterhnologies such as wireless, Ethernet and pm&erith a focus on reliability and ease-of-
use. The Company sells products primarily througiiadal sales channel network, which includes trawial retailers, online retailers, wholes
distributors, direct market resellers ("DMRs"), valadded resellers ("VARs"), and broadband sepiceiders.

Basis of presentation

The accompanying consolidated financial statemernthide the accounts of the Company and its whollned subsidiaries. All inter-
company accounts and transactions have been etediimathe consolidation of these subsidiaries.

Fiscal periods

The Company's fiscal year begins on January leféar stated and ends on December 31 of the saaneTthe Company reports its res
on a fiscal quarter basis rather than on a caleqdarter basis. Under the fiscal quarter basish edche first three fiscal quarters ends on
Sunday closest to the calendar quarter end, wéttidirth quarter ending on December 31.

Use of estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedha United States of America requ
management to make estimates and assumptionsftbet #he reported amounts of assets and liaksliiad disclosure of contingent assets
liabilities at the date of the financial statemestsl the reported amounts of revenues and expeusieg the reported period. Actual results c
differ from those estimates.

Reclassifications

In the first quarter of 2011, in order to achieyeetional efficiencies, the Company combined itsthN American, Central American
South American sales forces to form the Americastaey. Previously North America was its own geaghic region anthe Central American a
South American territories were categorized witthie@ Asia Pacific ("APAC") geographic region. Folliogy this change, the Company is organ
into the following three geographic territories: Aritas, Europe, MiddI&ast and Africa ("EMEA") and APAC. The Company heslassified it
disclosure of net revenue by geography for priatigois to conform to the current period's preseotatiThe change did not result in mate
differences from what was previously reported.

Cash and cash equivalents

The Company considers all highly liquid investmewith an original maturity at the time of purchasiethree months or less to be ¢
equivalents. The Company deposits cash and casvaéents with high credit quality financial instttons.

Short-term investments

Shortterm investments are comprised of marketable s#suthat consist of government securities withoaginal maturity or a remainit
maturity at the time of purchase, of greater thad months and no more than 12 months. All maokesecurities are held in the Company's r
with one high quality financial institution, whichcts as the Company's custodian and investmentgeanall of the Company's marketa
securities are classified as available$ate securities in accordance with the provisidritb@ authoritative guidance for investments arelcarrier
at fair value with unrealized gains and losses meplcas a separate component of stockholdersyequit
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Certain risks and uncertainties

The Company's products are concentrated in theamking industry, which is characterized by rapidheological advances, change:
customer requirements and evolving regulatory requénts and industry standards. The success @dhgany depends on management's a
to anticipate and/or to respond quickly and adezgjyab technological developments in its industiyanges in customer requirements, or chang
regulatory requirements or industry standards. sigyificant delays in the development or introdoictof products could have a material adv
effect on the Company's business and operatindtsesu

The Company relies on a limited number of thirdtiparto manufacture all of its products. If anytled Company's thirgarty manufacture
cannot or will not manufacture its products in rieggd volumes, on a cosffective basis, in a timely manner, or at all, @empany will have 1
secure additional manufacturing capacity. Any intgtion or delay in manufacturing could have a matedverse effect on the Company's busi
and operating results.

Derivative financial instruments

The Company uses foreign currency forward contricteanage the exposures to foreign exchange elaked to expected future cash flc
on certain forecasted revenue, costs of revenweatipg expenses, and on certain existing assdttianilities. Foreign currency forward contre
generally mature within fivenonths of inception. Under its foreign currencknisanagement strategy, the Company utilizes dévevatstrument
to reduce the impact of currency exchange rate mewts on the Company's operating results by offfigegtains and losses on the forward cont
with increases or decreases in foreign currengystretions. The company does not use derivativadinhinstruments for speculative purposes.

The Company accounts for its derivative instrumastgither assets or liabilities and records thefairavalue. Derivatives that are not defil
as hedges in the authoritative guidance for devigatand hedging must be adjusted to fair valueutin earnings. For derivative instruments
hedge the exposure to variability in expected fitash flows that are designated as cash flow setlge effective portion of the gain or loss or
derivative instrument is reported as a componewruaiulative other comprehensive income in stockdraidequity and reclassified into earning
the same period or periods during which the hedgaasaction affects earnings. The ineffective portof the gain or loss on the deriva
instrument is recognized in current earnings. Toeire hedge accounting treatment, cash flow hedges be highly effective in offsetting chan
to expected future cash flows on hedged transactieor derivatives designated as cash flow heddes)ges in the time value are excluded -
the assessment of hedge effectiveness and arenieedgn earnings.

Concentration of credit risk

Financial instruments that potentially subject @@mpany to a concentration of credit risk consfstash and cash equivalents, shertr
investments and accounts receivable. The Compaligves that there is minimal credit risk associatgth the investment of its cash and ¢
equivalents and shotrm investments, due to the restrictions placedhentype of investment that can be entered intdeuthe Company
investment policy. The Company's short-term investts consist of investmegtade securities, and the Company's cash and meesst are he
and managed by recognized financial institutions.

The Company's customers are primarily distribugarsvell as retailers and broadband service providbo sell or distribute the products
large group of endisers. The Company maintains an allowance for digubtcounts for estimated losses resulting from itability of the
Company's customers to make required payments.Cidrepany regularly performs credit evaluations @& thompany's customers' finan
condition and considers factors such as histoegpkrience, credit quality, age of the accountsiveble balances, geographic or courgpgcific
risks and current economic conditions that maycaffaistomers' ability to pay, and, generally, reggiino collateral from its customers.
Company secures credit insurance for certain cust®im international and domestic markets.

As of December 31, 2012 and 2011, Best Buy, Inresented greater than 10% of the Company's totauats receivable.
The Company is exposed to credit loss in the evémonperformance by counterparties to the foragrrency forward contracts usec
mitigate the effect of foreign currency exchangte rehanges. The Company believes the counterpddieiss outstanding contracts are la

financially sound institutions and thus, the Compaloes not anticipate nonperformance by these eogomtties. However, given the rec
unprecedented turbulence in the financial markkésfailure of additional counterparties is possibl
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Fair value measurements

The carrying amounts of the Company's financiafrimeents, including cash equivalents, shertn investments, accounts receivable,
accounts payable approximate their fair valuestdugeir short maturities. Foreign currency forwamhtracts are recorded at fair value base
observable market data. See Note B&r Value Measurementsf the Notes to Consolidated Financial Statememtsdisclosures regarding f
value measurements in accordance with the auttiveitguidance for fair value measurements and alscks.

Cost method investments

As of December 31, 2012 and December 31, 2011 calying value of the Company's cost method imaests was $1.3 million ar$3.(
million respectively. These investments are inctugteother norcurrent assets in the consolidated balance sheétsra carried at cost, adjusted
any impairment, because the Company does not hawateolling interest and does not have the abibtgxercise significant influence over th
companies. The Company monitors these investmentinpairment on a quarterly basis, and adjustsytay value for any impairment char
recognized. There were no impairments recognizettiényears ended December 31, 2012 and Decemb@031, Realized gains and losses
these investments are reported in other incomeefesq), net in the consolidated statements of apegatin the third fiscal quarter of 2012
Company recognized a gain of $3.1 million on theigksale of one of its cost method investments.

Allowance for doubtful accounts

The Company maintains an allowance for doubtfubaats for estimated losses resulting from the iitglof its customers to make requil
payments. The Company regularly performs creditiatmns of its customers' financial condition acdnsiders factors such as histor
experience, credit quality, age of the accountsiveble balances, and geographic or couspgeific risks and economic conditions that maga
a customer's ability to pay. The allowance for dluwllaccounts is reviewed quarterly and adjustatkifessary based on the Company's asses:
of its customers' ability to pay. If the financ@bndition of the Company's customers should deteoor if actual defaults are higher than
Company's historical experience, additional allogeanmay be required, which could have an adverpadtron operating expenses.

Inventories
Inventories consist primarily of finished goods ahiare valued at the lower of cost or market, witbt being determined using the fiist-
first-out method. The Company writes down its inventobesed on estimated excess and obsolete inventgtesmined primarily by futu
demand forecasts. At the point of loss recognitiomew, lower cost basis for that inventory is lelidhed, and subsequent changes in fact:
circumstances do not result in the restoratiomoreiase in that newly established cost basis.

Property and equipment, net

Property and equipment are stated at historical, éess accumulated depreciation. Depreciatiorommputed using the straighite methos
over the estimated useful lives of the assets las\f®:

Computer equipment 2 years

Furniture and fixtures 5 years

Software 2-5 years

Machinery and equipment 2-3 years

Leasehold improvements Shorter of the lease term or 5 years

Recoverability of assets to be held and used issared by comparing the carrying amount of an assttie estimated undiscounted fur
cash flows expected to be generated by the aggbe tarrying amount of the asset exceeds itsnastid undiscounted future net cash flows
impairment charge is recognized by the amount bighvthe carrying amount of the asset exceeds thedhue of the asset. The carrying valu
the asset is reviewed on a regular basis for tigtesmce of facts, both internal and external, thay suggest impairment. Charges related t
impairment of property and equipment were not niatér the years ended December 31, 2012 , 2012am€ .
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Goodwill

Goodwill represents the purchase price over estichédir value of net assets of businesses acquiredbusiness combination. Good
acquired in a business combination is not amorfibed instead tested for impairment at least ayuhlring the fourth quarter. Should cert
events or indicators of impairment occur betweenuah impairment tests, the Company will perform thgairment test as those event:
indicators occur. Examples of such events or cigtantes include the following: a significant deelin the Compang’ expected future cash flo\
a sustained, significant decline in the Comparstock price and market capitalization; a sigaificadverse change in the business climate
slower growth rates.

Goodwill is tested for impairment at the reportingt level by first performing a qualitative assesest to determine whether it is more lik
than not (that is, a likelihood of more than 50%gttthe fair value of the reporting unit is lesarthits carrying value. The qualitative assess
considers the following factors: macroeconomic d¢mas, industry and market considerations, costdis, overall company financial performar
events affecting the reporting units, and changeké Company's share price. If the reporting daés not pass the qualitative assessment, th
Company estimates its fair value and compare tineddue with the carrying value of its net ass#tthe fair value is greater than the carryingue
of its net assets, then no impairment resulthdffair value is less than its carrying value, thiemould determine the fair value of the goodvail
comparing the implied fair value to the carryindueaof the goodwill in the same manner as if thenPany were being acquired in a busil
combination. Specifically, the Company would allgcthe fair value to all of our assets and lialeiif including any unrecognized intangible as
in a hypothetical analysis that would calculate itihelied fair value of goodwill. If the implied faivalue of goodwill is less than the recor
goodwill, an impairment charge would be recordedamings in the Consolidated Statements of Opesti

In the fourth fiscal quarter of 2012, the Compawynpleted its annual impairment test of goodwilleTBompany assessed whether it
more likely than not (that is, a likelihood of mahan 50%) that each reporting unit's fair value ¥ess than its carrying amount including gooc
by considering the following factors: macroeconomanditions, industry and market considerationsst dactors, overall company financ
performance, events affecting the reporting ungsgd changes in the Company's share price. BasetherCompany's assessment of
considerations, the Company determined that ibtswore likely than not that each reporting urfdis value was less than its carrying amount,
therefore performing the first step of the two-stapairment test for each reporting unit was unesagy.

No goodwill impairment was recognized in the yeamded December 31, 2012 , 2011 or 2010 .
Long-lived assets

Purchased intangible assets with finite lives amertized using the straiglite method over the estimated economic lives efabsets, whic
range from four to ten years. Finifged intangible assets are reviewed for impairmenénever events or changes in circumstances tedicat th
carrying amount of such assets may not be recolerBletermination of recoverability is based oneastimate of undiscounted future cash fl
resulting from the use of the asset and its evédigposition.

Purchased intangible assets determined to havdinitdeuseful lives are not amortized. Indefiniteed intangible assets are reviewed
impairment at least annually during the fourth ¢graand whenever events or changes in circumstandesate that the carrying amount of s
assets may not be recoverable. Measurement of pairiment loss for indefinitbved assets that management expects to hold amdsusased ¢
the fair value of the asset. Indefinlteed assets to be disposed of are reported dbther of carrying amount or fair value less costsell. The
carrying value of the asset is reviewed on a redadais for the existence of facts, both intermal external, that may suggest impairment.

In July 2012, the FASB issued ASU 2012-02, "Inthieg - Goodwill and Other (Topic 350): Testing Ifidike-Lived Intangible Assets fi
Impairment”. The guidance in ASU 2002- provides the option to first assess qualitafaators to determine whether it is necessary téopare
quantitative impairment test. Calculation of th falue of an indefinitdived intangible asset would not be required unlegsdetermined, bas
on the qualitative assessment, that it is not rfikedy than not, the indefinite-lived intangibleszs is impaired. ASU 201@2 is effective for annu
and interim period intangible asset impairmentst@strformed for fiscal years beginning on or aBeptember 15, 2012; however early adoptir
permitted. The Company elected to adopt the updstattiard for the purpose of its intangible agagairment testing in the fourth fiscal quarte
2012.

In the fourth fiscal quarter of 2012, the Compamynpleted its annual impairment test of indefinitedl longlived assets. The Compe
assessed whether it was more likely than not {ghat likelihood of more than 50%) the carrying amioof its indefinitelived intangible assets m
not be recoverable from their undiscounted caskislby considering the following factors:
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macroeconomic conditions, industry and market @®rsitions, cost factors, overall company finanpeformance, events affecting the repor
units, and changes in our share price. Based @e tfaetors , the Company determined that it isnmate likely than not that there were event
changes in circumstances that indicated that theiing amount of our indefinitéved intangible assets may not be recoverable ftheir
undiscounted cash flows, and therefore performhmy first step of the two-step impairment test facke reporting unit was unnecessaNo
impairments to long-lived assets were recognizatiényears ended December 31, 2012 , 2011 and.2010

Product warranties

The Company provides for estimated future warrasibjigations at the time revenue is recognized. Tmnpany's standard warra
obligation to its direct customers generally pregdor a right of return of any product for a fadffund in the event that such product is
merchantable or is found to be damaged or defechitzéhe time revenue is recognized, an estimatieitofe warranty returns is recorded to rec
revenue in the amount of the expected credit amefto be provided to its direct customers. At tinee the Company records the reductio
revenue related to warranty returns, the Compadydies within cost of revenue a wrilewn to reduce the carrying value of such prodteise
realizable value. The Company's standard warrablfgation to its end-users provides for replacenudrat defective product for orer more year:
Factors that affect the warranty obligation inclymteduct failure rates, material usage, and serd@eery costs incurred in correcting proc
failures. The estimated cost associated with fuifjl the Company's warranty obligation to emgkrs is recorded in cost of revenue. Becaus
Company's products are manufactured by third-padyufacturers, in certain cases the Company hasingz to the thirgharty manufacturer fi
replacement or credit for the defective productse Tompany gives consideration to amounts recoleefatim its thirdparty manufacturers
determining its warranty liability. Changes in tBempany's warranty liability, which is includedasomponent of “Other accrued liabilities’the
consolidated balance sheets, are as follows (nstuds):

Year Ended December 31,

2012 2011
Balance as of beginning of the period $ 44,84¢ $ 40,51
Provision for warranty liability made during therjoel 61,98t 60,28t
Settlements made during the period (60,172) (55,95
Balance at end of period $ 46,65¢ $ 44,84t

Revenue recognition

Revenue from product sales is generally recogniettie time the product is shipped provided thasymsive evidence of an arranger
exists, title and risk of loss has transferredhte tustomer, the selling price is fixed or deteahle and collection of the related receivab
reasonably assured. Currently, for some of the Gmylp customers, title passes to the customer deldrery to the port or country of destinati
upon their receipt of the product, or upon the eungr's resale of the product. At the end of eastafiquarter, the Company estimates and c
revenue related to product where title has nossfeared. The revenue continues to be deferred sunth time that title passes to the customer
Company assesses collectability based on a nunfilfactors, including general economic and marketditions, past transaction history with
customer, and the creditworthiness of the custothre Company determines that collection of the is not reasonably assured, then the Con
defers the fee and recognizes revenue upon rexfgigtyment.

The Company has an insignificant amount of proafgrings with multiple elements. The Company's tiplé-element product offerini
include networking hardware with embedded softwaegious software subscription services, and suppdrich are considered separate uni
accounting. In general, the networking hardwarehweitnbedded software is delivered up front, while subscription services and support
delivered over the subscription and support peridte Company allocates revenue to the softwareetalbles and the nastftware deliverable
(including software deliverables which function étlger with hardware deliverables to provide thedpod's essential functionality) based upon-
relative selling price. Revenue allocated to eauih f accounting is then recognized when persgasikidence of an arrangement exists, title
risk of loss has transferred to the customer, éllng price is fixed or determinable and colleatiof the related receivable is reasonably assured.

When applying the relative selling price method @ompany determines the selling price for eacivelglble using VSOE of fair value of 1
deliverable, or when VSOE of fair value is unavalida its best estimate of selling price (“ESPd} the Company has determined it is unak
establish TPE of selling price for the deliverablesdetermining VSOE, the Company requires thstilastantial majority of the selling prices f
deliverable sold on a stand-alone basis fall withieasonably narrow pricing
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range, generally evidenced by approximately 80%swath historical stand-alone transactions fallinghimi +/-15% of the median price The
Company determines ESP for a deliverable by conisiglenultiple factors including, but not limited,tmarket conditions, competitive landsc:
internal costs, gross margin objectives and prigiractices. The objective of ESP is to determirepttice at which the Company would transe
sale if the deliverable were sold on a statahe basis. The determination of ESP is made titrmonsultation with and formal approval by
Company's management, taking into consideratiogthm-market strategy.

Certain distributors and retailers generally hawe tight to return product for stock rotation pwses. Upon shipment of the product,
Company reduces revenue for an estimate of potefotiare product warranty and stock rotation returmelated to the current period proc
revenue. Management analyzes historical returnanredi inventory levels, current economic trends ahdnges in customer demand for
Company's products when evaluating the adequadheofllowance for sales returns, namely warranty stock rotation returns. Revenue
shipments is also reduced for estimated price ptiote and sales incentives deemed to be camtranue under the authoritative guidance
revenue recognition.

Sales incentives

The Company accrues for sales incentives as a thaglexpense if it receives an identifiable benigfiexchange and can reasonably esti
the fair value of the identifiable benefit receiyedherwise, it is recorded as a reduction to reesn As a consequence, the Company recc
substantial portion of its channel marketing casts reduction of revenue.

The Company records estimated reductions to rewefuresales incentives at the later of when thateel revenue is recognized or wher
program is offered to the customer or end consumer.

Shipping and handling fees and costs

The Company includes shipping and handling fededilo customers in net revenue. Shipping and fragdiosts associated with inbot
freight are included in cost of revenue. In casbsne the Company gives a freight allowance to tisaner for their own inbound freight co
such costs are appropriately recorded as a reduttioet revenue. Shipping and handling costs @ssatwith outbound freight are includec
sales and marketing expenses and totaled $12.(bm;jli$13.9 million and $11.4 million in the yeasded December 31, 2012 , 2011 &0d(
respectively.

Research and development
Costs incurred in the research and developmentwfproducts are charged to expense as incurred.
Advertising costs

Advertising costs are expensed as incurred. Tobatrising and promotional expenses were $19.0anill $21.7 million , an&19.3 millior
in the years ended December 31, 2012 , 2011 ar@ir28pectively.

Income taxes

The Company accounts for income taxes under an asdeliability approach. Under this method, incorme expense is recognized for
amount of taxes payable or refundable for the otiryear. In addition, deferred tax assets andliieds are recognized for the expected future
consequences of temporary differences resulting fildferent treatment for tax versus accountingdertain items, such as accruals and allowe
not currently deductible for tax purposes. Thedtedinces result in deferred tax assets and ltasli which are included within the consolid:
balance sheet. The Company must then assesséliedikd that the Company's deferred tax assetdbeillecovered from future taxable income
to the extent the Company believes that recovempisnore likely than not, the Company must essaldi valuation allowance.

In the ordinary course of business there is inttananertainty in assessing the Company's incom@adakions. The Company assesses it
positions and records benefits for all years suklj@@examination based on management's evaluafidhneofacts, circumstances and informa
available at the reporting date. For those taxtjpos where it is more likely than not that a taenéfit will be sustained, the Company record:
largest amount of tax benefit with a greater tharmpércent likelihood of being realized upon ultimaettlement with a taxing authority that has
knowledge of all relevant information. For thosedme tax positions where it is not more likely thmeot that a tax benefit will be sustained, nc
benefit has been recorded in the financial statésn&here applicable, associated interest and pen&lave also been recognized as a comp
of income tax expense.
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Computation of net income per share

Basic net income per share is computed by dividieigincome by the weighted average number of comshanes outstanding for the per
Diluted net income per share reflects the additidilation from potential issuances of common staglkch as stock issuable pursuant to the ex
of stock options and awards. Potentially dilutibares are excluded from the computation of dilutedincome per share when their effect is anti-
dilutive.

Stock-based compensation

Effective January 1, 2006, the Company adoptedfairevalue recognition provisions of the updatedhautative guidance for sto
compensation, using the modified prospective ttemmsimethod. Stock-based compensation expense lf@tack-based compensation awe
granted on or after January 1, 2006 is based ottt date fair value estimated in accordance with thevipions of the updated authoritat
guidance for stock compensation. The valuation igions also apply to grants that are modified alamuary 1, 2006. The Company recogr
these compensation costs on a straight-line basisthe requisite service period of the award, Whecgenerally the option vesting termfofir
years. The Company will recognize an excess befrefih stockbased compensation in equity based on the differdiatween tax exper
computed with consideration of the windfall dedatand without consideration of the windfall dedet In addition, the Company accounts
the indirect effects of stock-based compensatiothenresearch tax credit and the foreign tax cliedite income statement. See Note Hthploye
Benefit Plans, of the Notes to Consolidated Financial Statemfamta further discussion on stock-based compenrsati

Comprehensive income

Comprehensive income consists of net income aner giins and losses affecting stockholder's edhéy the Company excluded from
income, including gains and losses related tovaine of shorterm investments and the effective portion of désh hedges that were outstand
as of the end of the year.

Foreign currency translation

The Company's functional currency is the U.S. dditat all of its international subsidiaries. Fomeigurrency transactions of internatic
subsidiaries are re-measured into U.S. dollarseaehd-ofperiod exchange rates for monetary assets anditiedyiand historical exchange rates
non-monetary assets. Expenses are re-measuredragaexchange rates in effect during each pegixakpt for expenses related to rmoonetar
assets, which are re-measured at historical exeheatgs. Revenue is measured at average exchange rates in effect deaicly period. Gains a
losses arising from foreign currency transactiorsiacluded in total comprehensive income and veereet gain of $204,00fr the year ende
December 31, 2012 , a net gain of $131,000 forytsr ended December 31, 2011 and a net loss of @Bdor the year endedecember 3:
2010.

Recent accounting pronouncements

In July 2012, the FASB issued ASU 2012-02, "Inthfeg - Goodwill and Other (Topic 350): Testing Ifidike-Lived Intangible Assets fi
Impairment”. The guidance in ASU 2002- provides the option to first assess qualitafactors to determine whether it is necessary téopare
quantitative impairment test. Calculation of th falue of an indefinitdived intangible asset would not be required unlegsdetermined, bas
on the qualitative assessment, that it is not rikedy than not, the indefinite-lived intangibleses is impaired. ASU 201Q2 is effective for fisci
years, and interim periods within those fiscal gedeginning on or after September 15, 2012. Ezdiyption of ASU 20182 is permitted. Tt
Company early adopted ASU 2012-02 in the fourthrigmapf 2012, with no impact on its financial pdmit, results of operations or cash flows.

Note 2. Business Acquisitions

AVAAK, Inc.

On July 2, 2012 , the Company acquired 100% ofvititing equity interests of AVAAK, Inc. (“AVAAK”"), aprivatelyheld company th
developed wire-free video networking products feotal purchase consideration of $24.0 millinrcash. The Company believes the acquisitior
bolster its retail business unit product offeriragad expand its presence into the smart home market.Company paid $21.6 millioof the
aggregate purchase price in the third quarter @22@nd expects to pay the remaining $2.4 millid@ss amounts used to satisfy certain pote
claims, twelve months after the closing of the ésitjan.
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The acquisition qualified as a business combinadioth was accounted for using the acquisition metti@tcounting. The results of AVAA
have been included in the consolidated financetestents since the date of acquisition. Pro foresalts of operations for the acquisition are
presented as the financial impact to the Compamyisolidated results of operations is not material.

The allocation of the purchase price was as follwghousands):

Net tangible assets acquired $ 172
Deferred tax assets, net 5,93
Intangible assets, net 6,00(
Goodwill 11,89t

Total consideration $ 24,00+

The estimation of fair values for tangible asseis iatangible assets acquired and liabilities agglimas subject to estimates, assumption
other uncertainties, and it is possible that thacation of the purchase consideration reflectethéforegoing table may change.

None of the goodwill recognized related to AVAAK is datible for income tax purposes. The goodwill redagd, which was assigned
the Company's retail business unit, is primarityilaitable to expected synergies resulting fromabguisition.

In connection with the acquisition, the Companyorded $5.9 millionof deferred tax assets net of deferred tax liabgslitThe deferred ti
assets arise from the tax benefit of the estimatdcbperating losses as of the date of the acmuisifter consideration of limitations on the
under U.S. Internal Revenue Code section 382. Eferd tax assets are reduced by deferred taktlegrecorded for the book basis in intang
assets and in-process research and developmeR&([IP for which the Company has no tax basis.

The Company designated $2.3 milliohthe acquired intangible assets as technologg. VEtiue was calculated based on the present v
the future estimated cash flows derived from edtéhasavings attributable to the existing technolagyl discounted at 14.0%The acquire
existing technology is being amortized over itsneated useful life of 5 years .

The Company designated $0.3 milliofi the acquired intangible assets as customerignfitips. The value was calculated based o
present value of the future estimated cash flows/elé from projections of future operations atttéhle to existing customer relationships
discounted at 14.0% . The acquired customer relstips are being amortized over an estimated ubkfwf 5 years .

The Company designated $1.4 milliohthe acquired intangible assets as trade namédradémarks. The value was calculated based ¢
present value of the future estimated cash flowivel@ from projections of future operations atttéble to existing trade name and trademark:
discounted at 16.0% . The acquired trade nameraddrharks are being amortized over an estimatddldie of 5 years .

In addition, $2.0 millionof the consideration paid represents the fair vafuacquired IPR&D projects. The IPR&D acquiredcansidere
indefinite lived intangible assets until researaid alevelopment efforts associated with the projects completed or abandoned. The 1
significant of the acquired IPR&D projects relatecamera technology and applications. As of Decerithe 2012, $1.0 milliorof the acquire
IPR&D had reached technical feasibility and assaulte was reclassified from IPR&D to technology fé&eo the "Intangibles, net" section of N
3, Balance Sheet Componenfer further discussion of our acquired IPR&D.

Firetide, Inc.

On June 4, 2012 , the Company acquired certaifidotaal property of Firetide, Inc. (“Firetide”) faan aggregate purchase price$atz
million in cash. The acquisition included intangible assetd existed at the closing date, including IPtamis, technology assets, busit
technology, and goodwill. The Company believes dbquisition will bolster its wireless product offegs in its commercial business unit .
strengthen its market position in the small to ragdsize campus wireless LAN market.

The acquisition qualified as a business combinagioth was accounted for using the acquisition metiatcounting. The results of Firet
have been included in the consolidated financa&kstents since the date of acquisition. Pro foesalts of
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operations for the acquisition are not presentati@$inancial impact to the Company's consolidae=ailts of operations is not material.

The Company paid $6.6 million of the aggregate pase price in the second quarter of 2012, and ¢éxpe@ay the remaining $0.6 millign
less amounts used to satisfy certain claims, twehomths after the closing of the acquisition. Theyaing costs of developing these as
subsequent to the date of acquisition have bedmnded in the consolidated financial statementsesthe date of acquisition. The historical resuf
operations related to the acquired assets prittret@cquisition were not material to the Compang&ilts of operations.

The allocation of the purchase price was as folliwvghousands):

Intangible assets, net $ 4,15¢
Goodwill 3,041
Total consideration $ 7,20(

The estimation of fair values for intangible assatquired was subject to estimates, assumptionstied uncertainties, and it is possible
the allocation of the purchase consideration reglin the foregoing table may change.

Of the $3.0 million of goodwill recorded on the aggition of Firetide, approximately $1.7 million du$3.0 millionis deductible for U.¢
federal and state income tax purposes, respectifély goodwill recognized, which was assigned ® @ompany's commercial business un
primarily attributable to expected synergies areldhsembled workforce of Firetide.

The Company designated the $4.2 millioracquired intangible assets as technology. Theevaas calculated based on the present val
the future estimated cash flows derived from edthasavings attributable to the existing technolagygl discounted at 22.0%The acquire
existing technology is being amortized over itsneated useful life of 5 years .

Customer Networking Solutions Division of Westeléd@hnologies, Inc.

On April 15, 2011, the Company completed the acquisition of certatallectual property and other assets of the GunetoNetworkin
Solutions division ("CNS") of Westell Technologidsic. (“Westell”) at a purchase price of $37.0 moifl in cash. The acquisition includ
inventories, property and equipment, intangibleetsssand liabilities that existed at the closingedancluding employee bonuses and pro
warranties. The acquisition qualifies as a busiressbination and was accounted for using the attiuisnethod of accounting. The Compi
believes the acquisition will bolster its servigeyider revenue growth and strengthen its marksitjpm among U.S. telecommunications opera

The results of CNS' operations have been included in the consolidatadcial statements since the date of acquisifiéve historical resul
of operations of CNS prior to the acquisition weod material to the Company’s results of operations

The allocation of the purchase price was as follfwshousands):

Net tangible assets acquired (liabilities assumed) $ 5,76%
Intangible assets, net 19,50(
Goodwill 11,74¢

Total consideration $ 37,00¢

Of the $11.7 million of goodwill recorded on thegaisition of CNS, approximately $10.6 million anti1$7 millionwas deductible for U.
federal and state income tax purposes, respectiVakl goodwill recognized, which was assigned éoGompany's service provider business ur
primarily attributable to expected synergies areldbsembled workforce of CNS.

A total of $15.7 million of the $19.5 milliom acquired intangible assets was designated dsrmas contracts and related relationships.
value was calculated based on the present valukeofuture estimated cash flows derived from prijes of future operations attributable
existing customer contracts and related relatigpsshnd discounted at 19.0% . This $15.7 millobeing amortized over its estimated useful Ifl
8 years .

66




Table of Contents
NETGEAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

A total of $3.7 million of the $19.5 milliom acquired intangible assets was designated hsdéagy. The value was calculated based o
present value of the future estimated cash flowi/elé from estimated savings attributable to theedechnology and discounted at 16.0%his
$3.7 million is being amortized over its estimateseful life of 4 years.

A total of $0.1 million of the $19.5 milliom acquired intangible assets was designated &s betklog. The value was calculated based
estimate of order backlog using the expected dash for the orders and discounted at 3.3% . Thid $6illion was fully amortized in the thi
quarter of 2011.

Leaf Networks, LLC

On January 15, 2010 , the Company completed théisitiqn of certain intellectual property and otlassets of Leaf Networks, LLC (“Leaf”
a developer of virtual networking software. The wsifion qualified as a business acquisition ang aecounted for using the purchase methi
accounting. The Company believes the acquisitiolh agcelerate the Compars/’continuing networking technology research andeligmen
initiatives. The aggregate purchase price was 8llion , of which $2.0 million was paid in cash the first quarter of 2010 and $0.1 milli@ras
paid in the first quarter of 2011.

Additionally, the acquisition agreement specifibdttLeaf shareholders may receive a total additipagout of up to $0.9 milliom cash ove
the threeyears following the closing of the acquisition #wloped products pass certain acceptance crif2uidng the first quarter of 2010, 1
Company initially determined that the present vaddiehe $0.9 million potential additional payout svapproximately $0.8 million For eac
subsequent reporting period, the Company remeagairedhlue of the potential payout and recorddi@lility. The Company paid $0.4 milliofor
the first portion of this additional payout in tfiest quarter of 2011 and the remaining $0.5 millia the first quarter of 2012.

The results of Lea$ operations have been included in the consolidatadcial statements since the date of acquisifidve historical resul
of operations of Leaf prior to the acquisition warm# material to the Company’s results of operation

In accordance with the acquisition method of actiognfor business combinations, the Company alkdtahe total purchase price
identifiable intangible assets based on each elémestimated fair value. Acquisition costs were esge as incurred, and were immaterial for
transaction. Purchased intangibles, representiagestisting technology acquired from Leaf, will beatized on a straigHine basis over the
respective estimated useful lives. Goodwill waorded based on the residual purchase price aftaratihg the purchase price to the fair ma
value of intangible assets acquired. Goodwill arase result of the $0.8 million present valuatbrihe $0.9 millionpotential additional payol
plus $0.1 million in additional payment considevati

The allocation of the purchase price was as follfwshousands):

Intangible assets, net $ 2,00(
Goodwill 90C
Total purchase price allocation $ 2,90(

Of the $0.9 million of goodwill recorded on the aition of Leaf, approximately $0.5 million and.$0million was deductible for federal a
state income tax purposes, respectively. The gdbdsdognized, is primarily attributable to expeatteynergies and the assembled workforc
Leaf.

The $2.0 millionin acquired intangible assets was designated hsdéagy. The value was calculated based on theepteslue of the futu
estimated cash flows derived from projections dfife revenue attributable to existing technologhisT$2.0 millionis being amortized over
estimated useful life of 7 years.
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Note 3. Balance Sheet Components (in thousands)

Short-Term Investments

As of

December 31, 2012

December 31, 2011

Unrealized Unrealized Estimated Fair Unrealized Unrealized Estimated Fair

Cost Loss Value Cost Gain Loss Value
U.S. Treasuries $ 225,01 48 % (2 $ 22506: $ 144,67. $ 34 $ (4) $ 144,70
Certificates of Deposits 2,782 — — 2,78 94 — — 94
Total $  227,79¢ 48 3 (2 $ 227848 $ 14476 $ 34 $ (4 $ 144,79

All of the Company’s marketable securities are sifeed as available-fosale and consist of government securities withragiral maturity o
remaining maturity at the time of purchase of ggedhan three months and no more than 12 monthscordingly, none of the shoiérmr
investments have unrealized losses greater thamoh#hs.

Cost Method Investments

As of December 31, 2012 and December 31, 2011 ¢ahging value of the Company's cost method imaests was $1.3 million ar$3.C
million respectively. These investments are inctuaeother norcurrent assets in the consolidated balance sheétara carried at cost, adjusted
any impairment, because the Company does not hawateolling interest and does not have the abibitgxercise significant influence over th
companies. The Company monitors these investmentisnpairment on a quarterly basis, and adjustsytay value for any impairment chary
recognized. There were no impairments recognizetiényears ended December 31, 2012 and Decemb@031, Realized gains and losses
these investments are reported in other incomee(esq), net in the consolidated statements of dpagatin the third fiscal quarter of 2012
Company recognized a gain of $3.1 million on theigbsale of one of its cost method investments.

Accounts receivable, net

Gross accounts receivable
Allowance for doubtful accounts
Allowance for sales returns
Allowance for price protection

Total allowances
Total accounts receivable, net

Inventories

Raw materials
Finished goods
Total inventories

As of
December 31, December 31,
2012 2011
$ 276,08 $ 279,93:
(1,25¢6) (1,339
(17,03)) (13,360
(1,789 (3,930
(20,070) (18,625
$ 256,01 $ 261,30°
As of
December 31, December 31,
2012 2011
$ 4447 $ 4,67¢
170,45t 159,04
$ 174,90 $ 163,72

The Company records provisions for excess and etesahventory based on forecasts of future dem¥idle management believes
estimates and assumptions underlying its curreectsts are reasonable, there is risk that addltidmarges may be necessary if current fore

are greater than actual demand.
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Property and equipment, net

As of
December 31, December 31,
2012 2011
Computer equipment $ 729C $ 7,10¢
Furniture, fixtures and leasehold improvements 12,76: 9,75%
Software 21,52: 19,97
Machinery and equipment 31,69 21,79%
Construction in progress 38t 662
Total property and equipment, gross 73,65 59,29¢
Accumulated depreciation and amortization (54,62¢) (43,415
Total property and equipment, net $ 19,02 % 15,88¢

Depreciation and amortization expense pertainingréperty and equipment was $11.9 million , $9.9iom and $8.1 million for the years
ended December 31, 2012, 2011 and 2010 , respBctiv

Intangibles, net

The following tables present details of the Compapurchased intangible assets:

Accumulated

Gross Amortization Net

December 31, 2012
Technology $ 32,25¢ $ (22,065 $ 10,19
Customer contracts and relationships 16,00( (3,30)) 12,69¢
Other 6,87( (3,147 3,72¢
Finite-lived intangibles, net 55,12¢ (28,509 26,62:
Indefinite-lived intangible assets 1,00(¢ — 1,00(¢
Total purchased intangible assets, net 56,12¢ (28,509) 27,62:

Accumulated

Gross Amortization Net
December 31, 2011
Technology $ 24800 $ (19,909 $ 4,89t
Customer contracts and relationships 15,70( (1,309 14,39
Other 4,07( (2,40)) 1,66¢
Total purchased intangible assets, net $ 44,57C  $ (23619 $ 20,95¢

In the third quarter of 2012, the Company purchdsgtt-lived intangible assets of $4.0 million aimdlefinite-lived assets of $2.0 milligras
a result of its acquisition of AVAAK. For furtheistussion regarding the AVAAK acquisition, see NBfeBusiness Acquisitions

As of December 31, 2012 , the Company had $1.0amilh unamortized intangible assets related to IPR&D.of the IPR&D assets we
acquired in connection with the Company's acquoisitof AVAAK. IPR&D assets represent IPR&D projedtsat have not reached techn
feasibility and are required to be classified afefinitedived assets until the successful completion omdbament of the associated researct
development efforts. Accordingly, during the deyef@nt period after the date of acquisition, thesset will not be amortized. When the &
reaches technical feasibility, the Company willedetine the useful life of the asset, reclassify édsset out of IPR&D, and begin amortizat
Development costs incurred after acquisition onuaeg IPR&D projects are expensed as incurred. Chmpany expects the remaining IPR
projects to be completed by the end of
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the first fiscal quarter in 2013 and the estimdigdre cost to complete these IPR&D projects isl$@illion . As of December 31, 201251.(
million of the IPR&D had reached technical feasibiand as a result, was reclassified from IPR&DRewhnology.

Amortization of purchased intangible assets inytears ended December 31, 2012 , 2011 and 2010 4ag1llion , $4.8 million andp5.:
million , respectively. No impairment charges wereorded in the years ended December 31, 20121, 284 2010 .

Estimated amortization expense related to finitediintangibles for each of the next five years thredeafter is as follows:

Year Ending December 31, Amount
2013 $ 5,66%
2014 5,33¢
2015 4,72
2016 4,36(
2017 3,017
Thereafter 3,52(
Total expected amortization expense $ 26,62:
Goodwill

The changes in the carrying amount of goodwill githe year ended December 31, 2012 and 2011 éoéass:

New Segments

Service
Old Segment Retail Commercial Provider Total

Goodwill at December 31, 2010 $ 7419 $ — $ — 3 — $ 74,19
Relative fair value approach (74,199 33,54¢ 32,04: 8,60¢ —
Net additions related to acquisitions — — — 11,74¢ 11,74¢
Goodwill at December 31, 2011 — 33,54¢ 32,04 20,35t 85,94«
Goodwill acquired during the period — 11,89¢ 3,041 — 14,93¢
Goodwill at December 31, 2012 $ — $ 4544 $ 35,08 $ 20,358 $ 100,88(

During 2012 , the Company recorded goodwill of $1rhillion and $3.0 million related to its acquisition of AVAAK, and certdirtellectua
property of Firetide, respectively. During 201the Company made organization changes to itsiessisegments and allocated goodwill to the
segments based on each of the segment's relativeafaes. In addition, the Company recorded $Irilfion of goodwill associated with tl
acquisition of the Customer Networking Solutionsislon of Westell Technologies, Inc. (“Westell”)efer to Note 2Business Acquisitionsfor
additional information regarding the Company's asitjans.

There were no impairments to goodwill in the yeemded December 31, 2012 , 2011 and 2010 . Reféot® 1,The Company and Summan
Significant Accounting Policiesfor additional information regarding the Compamydodwill impairment assessment.
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Other non-current assets

As of
December 31, 2012 December 31, 2011
Non-current deferred income taxes $ 16,85¢ $ 7,97
Cost method investment 1,322 3,00¢
Other 4,65¢€ 3,371
Total other non-current assets $ 22,83« $ 14,35
Other accrued liabilities
As of
December 31, December 31,
2012 2011
Sales and marketing programs $ 43,65: $ 44,39¢
Warranty obligation 46,65¢ 44,84¢
Freight 4,457 7,94(
Other 31,48 23,30(
Total other accrued liabilities $ 126,25¢ $ 120,48

Note 4. Restructuring and Other Charges

The Company accounts for its restructuring plargeuhe authoritative guidance for exit or dispasalvities. The Company presents expe

related to restructuring and other charges asaratpline item in its Consolidated Statements pér@tions.

During the year ended December 31, 2012 , the Coypeurred $1.2 millionin restructuring costs for employee severance eélad th
consolidation of product groups within our commakdiusiness unit. The Company expects to payoutetimaining severance by the end of fi
2013. During the year ended December 31, 2011 Ctrepany incurred $1.6 millioim restructuring costs for employee severanceeaél& thi
reorganization into three specific business umiail, commercial, and service provider. RefeNtmte 12,Segment Information, Operations

Geographic Area and Customer Concentrationadditional information regarding the reorgatiza into business units. |

n addition, the Comg

incurred $0.5 millionin transition services in connection with the asiion of the CNS division of Westell Technologidés¢. Refer to Note .

Business Acquisitiorfor additional information regarding the CNS acdios.

The following tables provide a summary of accruestnucturing and other charges activity:

Accrued Restructuring and Accrued Restructuring and
Other Charges at December 31, Other Charges at December 31,
2011 Additions Cash Payments 2012
(In thousands)
Accrued restructuring $ — % 1,19C $ (191 $ 99¢
Accrued Restructuring and Accrued Restructuring and
Other Charges at December 31, Other Charges at December 31,
2010 Additions Cash Payments 2011

(In thousands)

Accrued restructuring and other charges $ — 3 2,092 $ (2,099 $
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Note 5. Derivative Financial Instruments

The Companys subsidiaries have had, and will continue to hanagerial future cash flows, including revenue amgemses, which a
denominated in currencies other than the Commafynctional currency. The Company and all its glihses designate the U.S. dollar as
functional currency. Changes in exchange ratesdmivthe Compang’functional currency and other currencies in whted Company transa
business will cause fluctuations in cash flow exaens and cash flow realized or settled. Accatjinthe Company uses derivatives to mitigat
business exposure to foreign exchange risk. Thepaagnenters into foreign currency forward contractustralian dollars, British pounds, Eut
and Japanese yen to manage the exposures to faeitpange risk related to expected future cashsflow certain forecasted revenue, cos
revenue, operating expenses and existing assetkabiliies. The Company does not enter into daties transactions for trading or specule
purposes.

The Company’s foreign currency forward contractsndd contain any credit-riskelated contingent features. The Company is expta

credit losses in the event of nonperformance bycthmter-parties of its forward contracts. The Campenters into derivative contracts with high-

quality financial institutions and limits the amauwof credit exposure to any one counparty. In addition, the derivative contracts tyficanature
in less than six months and the Company continyoashluates the credit standing of its counterypfinancial institutions. The countgarties t
these arrangements are large highly rated finaigstitutions and the Company does not considerp@formance a material risk.

The Company may choose not to hedge certain fomighange exposures for a variety of reasons,divgip but not limited to, immaterialit
accounting considerations and the prohibitive eatina@ost of hedging particular exposures. Therelmno assurance the hedges will offset |
than a portion of the financial impact resultingrfr movements in foreign exchange rates. The Compamngounting policies for these instrum:
are based on whether the instruments are desigaathddge or nohedge instruments in accordance with the authivétgfuidance for derivativ
and hedging. The Company records all derivativetherbalance sheet at fair value. The effectivéiguus of cash flow hedges are recorded in «
comprehensive income until the hedged item is neizegl in earnings. Derivatives that are not desiphas hedging instruments and the ineffe
portions of its designated hedges are adjustediitovilue through earnings in other income (expgnset in the consolidated statemen
operations.

The fair values of the Comparsyderivative instruments and the line items oncitrgsolidated balance sheet to which they were decbas ¢
December 31, 2012 , and December 31, 2011 , armatiged as follows (in thousands):

Balance Sheet Fair value at Balance Sheet Fair value at
Derivative Assets Location December 31, 2012 Location December 31, 2011
Derivative assets not designated as hedging Prepaid expenses and Prepaid expenses and
instruments other current assets $ 1,142 other current assets $ 1,19¢
Derivative assets designated as hedging Prepaid expenses and Prepaid expenses and
instruments other current assets 2 other current assets 41
Total $ 1,14¢ $ 1,237
Balance Sheet Fair value at Balance Sheet Fair value at
Derivative Liabilities Location December 31, 2012 Location December 31, 2011
Derivative liabilities not designated as hedgin
instruments Other accrued liabilities $ (1,61¢) Other accrued liabilities $ (654)
Derivative liabilities designated as hedging
instruments Other accrued liabilities (3) Other accrued liabilities (69)
Total $ (1,619 $ (723)

For details of the Company'’s fair value measuresiesge Note 13;air Value Measurements.
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Cash flow hedges

To help manage the exposure of operating margiriki¢tuations in foreign currency exchange rathgs, Company hedges a portion o
anticipated foreign currency revenue, costs of maeeand certain operating expenses. These hedgatesignated at the inception of the he
relationship as cash flow hedges under the au#tiiwét guidance for derivatives and hedging. Effeniess is tested at least quarterly
prospectively and retrospectively using regressioalysis to ensure that the hedge relationshifpeas effective and is likely to remain effectiv:
the future. The Company typically hedges portiohgsoanticipated foreign currency exposure forethto fivemonths. The Company enters i
about five forward contracts per quarter with aarage size of about $7 million USD equivalent edab its cash flow hedging program.

The Company expects to reclassify to earningsfalh® amounts recorded in other comprehensive iec@@CI") associated with its ce
flow hedges over the next h2onths. OCI associated with cash flow hedges @idor currency revenue is recognized as a comparierdt revenu
in the same period as the related revenue is rezmjnOCI associated with cash flow hedges of fpraiurrency costs of revenue and oper:
expenses are recognized as a component of cosvefiue and operating expense in the same perititb aslated costs of revenue and oper:
expenses are recognized.

Derivative instruments designated as cash flow égdgust be ddesignated as hedges when it is probable the fetestdedged transact
will not occur within the designated hedge perigdfaot recognized within 6@ays following the end of the hedge period. Defémgeins an
losses in other comprehensive income associatddsuith derivative instruments are reclassified idiately into earnings through other incc
and expense. Any subsequent changes in fair vélsech derivative instruments also are reflectedument earnings unless they aredesignate
as hedges of other transactions. The Company didewmgnize any material net gains or losses mtl&tethe loss of hedge designation
discontinued cash flow hedges during the yearseebBdgeember 31, 2012 , 2011 and 2010 .

The effects of the Compars/derivative instruments on OCI and the consoldiatatement of operations for the years ended DieeeBil
2012, 2011 and 2010 are summarized as followth@nsands):

Year Ended December 31, 2012

Location of Gain or (Loss) Location of
Gain or (Loss) Reclassified Gain or (Loss)  Amount of Gain or
Gain or (Loss) Reclassified from Recognized in  (Loss) Recognized it
Recognized in from OCI OCl into Income and Income and
OClI - into Income - Income - Excluded from Excluded from
Effective Effective Effective Effectiveness Effectiveness
Derivatives Designated as Hedging Instruments Portion (a) Portion Portion (a) Testing Testing
Cash flow hedges:
Other incom
(expense),
Foreign currency forward contracts  $ 164 Netrevenue $ 26z net $ (158
Other incom
Cost of (expense),
Foreign currency forward contracts — revenue (1) net —
Other incom
Operating (expense),
Foreign currency forward contracts — expenses (67) net —
Total $ 164 $ 194 $ (15€)
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Year Ended December 31, 2011

Location of Gain or (Loss)
Gain or (Loss) Reclassified Location of
Gain or (Loss) Reclassified from Gain or (Loss) Amount of Gain or
Recognized in from OCI OCl into Recognized in (Loss) Recognized in
OClI - into Income - Income - Income and Income and
Derivatives Designated as Effective Effective Effective Excluded from Excluded from
Hedging Instruments Portion (a) Portion Portion (a) Effectiveness Testing Effectiveness Testing
Cash flow hedges:
Other income
Foreign currency forward contracts $ 54z Net revenue $ 967 (expense),net $ (310
Other income
Foreign currency forward contracts — Cost of revenue (4) (expense), net —
Operating Other income
Foreign currency forward contracts — expenses (154) (expense), net —
Total $ 542 $ 80¢ $ (310)

Year Ended December 31, 2010

Location of Gain or (Loss)
Gain or (Loss) Reclassified Location of
Gain or (Loss) Reclassified from Gain or (Loss) Amount of Gain or
Recognized in from OCI OCl into Recognized in (Loss) Recognized in
OCl - into Income - Income - Income and Income and
Derivatives Designated as Effective Effective Effective Excluded from Excluded from
Hedging Instruments Portion (a) Portion Portion (a) Effectiveness Testing Effectiveness Testing
Cash flow hedges:
Other income
Foreign currency forward contracts $ 2,257 Netrevenue $ 2,755 (expense), net $ (261)
Other income
Foreign currency forward contracts — Cost of revenue (27) (expense), net —
Operating Other income
Foreign currency forward contracts — expenses (724) (expense), net —
Total $ 2,257 $ 2,00¢ $ (267)

(@) Refer to Note 1(Gtockholders' Equitywhich summarizes the cumulative other comprelverisicome activity related to derivativ

The Company did not recognize amgt gain or loss related to the ineffective portidrcash flow hedges during the years ended Decegit
2012, 2011 and 2010 .

Non-designated hedges

The Company enters into non-designated hedges timele@uthoritative guidance for derivatives andgiegl to manage the exposure of non-
functional currency monetary assets and liabilitietd on its financial statements to fluctuationsdreign currency exchange rates, as well
reduce volatility in other income and expense. Tba-designated hedges are generally expected setdfie changes in value of its net non-
functional currency asset and liability positiosuking from foreign exchange rate fluctuationsreiign currency denominated accounts recei
and payable are hedged with non-designated hedes the related anticipated foreign revenue aneéresgs are recognized in the Company’
financial statements. The Company also hedgesicentefunctional currency monetary assets and liabilitteg may not be incorporated into
cash flow hedge program. The Company adjusts isdesignated hedges monthly and enters into al#babtdesignated derivatives per qual
The average size of its non-designated hedgesoist &2 million USD equivalent and these hedges @atlyntange from one to fivenonths i
duration.
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The effects of the Compars/derivatives not designated as hedging instrunieragher income (expense), net in the consolidatatemen
of operations for the years ended December 31, 2682011 , are as follows (in thousands):

Amount of Gains or (Losses)
Recognized in Income on Derivativ

Year Ended Year Ended
Location of Gains or (Losses) December 31, December 31,
Derivatives Not Designated as Hedging Instruments Recognized in Income on Derivative 2012 2011
Foreign currency forward contracts Other income (expense), net (502) $ (957)

Note 6. Net Income Per Share

Basic net income per share is computed by dividirey net income for the period by the weighted ayeraumber of common sha
outstanding during the period. Diluted net incoree ghare is computed by dividing the net incomettierperiod by the weighted average nur
of shares of common stock and potentially diluts@mmon stock outstanding during the period. Paéntidilutive common shares inclu
outstanding stock options and unvested restrictecksawards, which are reflected in diluted nebme per share by application of the trea
stock method. Under the treasury stock methodatheunt that the employee must pay for exercisingksoptions, the amount of stoblase!
compensation cost for future services that the Gomphas not yet recognized, and the estimatedearfth that would be recorded in additic
paid-in capital upon exercise are assumed to b toseepurchase shares.

Net income per share for the years ended Decembhe&032 , 2011 and 2010 are as follows (in thousaextept per share data):

Year Ended
December 31, December 31, December 31,
2012 2011 2010

Net income $ 86,53¢ $ 91,36¢ $ 50,90¢
Weighted average shares outstanding:

Basic 38,05 37,12: 35,38t

Dilutive potential common shares 69C 811 73¢

Total diluted 38,74 37,93: 36,12+
Basic net income per share $ 227 % 24 % 1.4
Diluted net income per share $ 22: % 241 % 1.41

Common stock equivalents excluded from net incosredduted share because their effect would haes laati-dilutive totaled 2.6 million
2.0 million and 3.3 million shares for the yearsleth December 31, 2012 , 2011 and 2010 , respectivel

Note 7. Other Income (Expense), Net

Other income (expense), net consisted of the faligwin thousands):

Year Ended December 31,

2012 2011 2010
Foreign currency transaction gain (loss), net $ 204 % 131 % (230
Foreign currency contract loss, net (660) (1,267) (434
Gain on sale of cost method investment 3,12¢ — —
Total $ 267 $ (1,13¢) $ (5649)

75




Table of Contents

Note 8. Income Taxes

NETGEAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

Income before income taxes consists of the follgwin thousands):

United States
International

Total

Current:
U.S. Federal
State
Foreign

Deferred:
U.S. Federal
State
Foreign

Total

Year Ended December 31,

2012 2011 2010
102,15¢ $ 79,31¢ % 95,29:
27,12 44,89: (4,067)
129,28: $ 124,21 $ 91,22«
Year Ended December 31,
2012 2011 2010
34,666 $ 27,41 $ 37,95¢
4,55¢ 3,31¢ 5,654
6,097 6,76( 4,947
45,31¢ 37,49¢ 48,55¢
(2,069) (3,15)) (8,92¢)
(58¢) (713) 64z
82 (78¢) 45
(2,57%) (4,657) (8,240
42,74: % 32,84: $ 40,31¢
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Net deferred tax assets consist of the followingliousands):

Year Ended December 31,

2012 2011
Deferred Tax Assets:
Accruals and allowances $ 20,73t % 22,32¢
Net operating loss carryforwards 7,83 32¢
Stock-based compensation 8,13: 6,30¢
Deferred rent 2,25¢ 2,13¢
Deferred revenue 1,552 411
Tax credit carryforwards 1,41C 1,43:
Acquired intangible assets — 56€
Other 261 25€
42,18¢ 33,76
Deferred Tax Liabilities:
Acquired intangible assets (1,109 —
Depreciation and amortization (1,53%) (2,69¢)
(2,647 (2,699
Net deferred tax assets 39,54 31,06¢
Current portion 22,69: 23,08t
Non-current portion 16,85¢ 7,97
Net deferred tax assets $ 39541 $ 31,06t

Management's judgment is required in determinirgg @ompany's provision for income taxes, its detertex assets and any valua
allowance recorded against its deferred tax assetaanagement's judgment it is more likely thahthat such assets will be realized in the fu
as of December 31, 2012 , and as such no valualimwance has been recorded against the Compagfgeeld tax assets.

The effective tax rate differs from the applicablé. statutory federal income tax rate as follows:

Year Ended December 31,

2012 2011 2010
Tax at federal statutory rate 35.C% 35.C% 35.C%
State, net of federal benefit 2.1% 15% 4.2%
Impact of international operations (4.9% (9.5% 5.1%
Stock-based compensation 0.€% — % 0.7%
Tax credits 0.1% (0.7)% (0.7%
Others 0.1% 0.1% (0.)%
Provision for income taxes 33.1% 26.£% 44.2%

Income tax benefits in the amount of $1.1 millioB.5 million and 3.6 million related to stock opt®were credited to additional pard-
capital during the years ended December 31, 2@D21 , and 2010respectively. As a result of changes in fair eabfi available for sale securiti
income tax expense of $5,000 , $8,000 and $3,0@0reeorded in comprehensive income related to ¢aesyended December 31, 2012 , 2041c¢
2010, respectively.
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As of December 31, 2012 , the Company has apprdglyng22.3 million and $0.2 millioof acquired federal and state net operating losy
forwards as well as $0.4 million of California tasedits carryforwards. All of these losses and $fillion of these credits are subject to ani
usage limitations under Internal Revenue Code @e@B2. The federal losses expire in different gdsginning in fiscal 2021 The state lo:
begins to expire in fiscal 2015 . The state taxlitrearryforward has no expiration.

The Company files income tax returns in the U.8efal jurisdiction, various state and local, angkifign jurisdictions. With few exceptiol
the Company is no longer subject to U.S. fedetatesand local, or foreign income tax examinatifamsyears before 2008. In 2011, the US fec
Internal Revenue Service (IRS) commenced an afiditeoCompany's 2008 and 20G& years. The audit was completed in October 264d,al
issues under examination by the IRS were effegtigettled. The Company has limited audit activitwarious states and foreign jurisdictions.
to the uncertain nature of ongoing tax audits,Gloenpany has recorded its liability for uncertair pmsitions as part of its lortgrm liability a:
payments cannot be anticipated over the next 12hmoihe existing tax positions of the Company oo to generate an increase in the liak
for uncertain tax positions. The liability for umtan tax positions may be reduced for liabilitteat are settled with taxing authorities or on v
the statute of limitations could expire without essment from tax authorities. The possible reduoctipliabilities for uncertain tax positio
resulting from the expiration of statutes of lintiii@ in multiple jurisdictions in the next 12 mostis approximately $2.2 millionexcluding th
interest, penalties and the effect of any relafémled tax assets or liabilities.

A reconciliation of the beginning and ending amoafigross unrecognized tax benefits (‘UTB”) is aidws (in thousands):

Federal, State, and

Foreign Tax
Gross UTB Balance at December 31, 2009 $ 16,50:
Additions based on tax positions related to theeniryear 3,371
Additions for tax positions of prior years 40¢
Settlements 47
Reductions for tax positions of prior years (1,80%)
Reductions due to lapse of applicable statutes 3
Gross UTB Balance at December 31, 2010 18,43.
Additions based on tax positions related to theeniryear 1,79t
Additions for tax positions of prior years 1,01t
Settlements a79
Reductions for tax positions of prior years 2
Reductions due to lapse of applicable statutes (3,699
Adjustments due to foreign exchange rate movement 27
Gross UTB Balance at December 31, 2011 17,33t
Additions based on tax positions related to theeniryear 711
Additions for tax positions of prior years 95€
Settlements (2,620
Reductions for tax positions of prior years (3,590
Reductions due to lapse of applicable statutes (449)
Adjustments due to foreign exchange rate movement (4)
Gross UTB Balance at December 31, 2012 $ 12,33¢

The total amount of net UTB that, if recognized Voaffect the effective tax rate as of DecemberZi,2 is $10.6 million The ending n
UTB results from adjusting the gross balance atedier 31, 201for items such as U.S. federal and state defeeeddreign tax credits, intere
and deductible taxes. The net UTB is included esmponent of non-current income taxes payable witté consolidated balance sheet.

The Company recognizes interest and penalties edarlated to unrecognized tax benefits in incoaxeetxpense. During the years er
December 31, 2012, 2011, and 2010, total intenes penalties expensed were $74,000 , $30,00626%2000 ,
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respectively. As of December 31, 2012 and Decer@beR011 , accrued interest and penalties on & drasis was $1.8 million and $1.9 millipn
respectively. Included in accrued interest are antsrelated to tax positions for which the ultimdésluctibility is highly certain but for which tre
is uncertainty about the timing of such deductipilBecause of the impact of deferred tax accogntither than interest, the impact of any unce
tax benefits related to temporary differences wadd affect the annual effective tax rate but woatdelerate the payment of cash to the t¢
authority to an earlier period.

With the exception of those foreign sales subsigafor which deferred tax has been provided, tben@any intends to indefinitely reinv
foreign earnings. These earnings were approxima$é.4 million and $40.2 million as of December 2012 and December 31, 2011
respectively. Because of the availability of U.&eign tax credits, it is not practicable to detieirthe income tax liability that would be payalh
such earnings were not indefinitely reinvested.

Note 9. Commitments and Contingencies
Leases

The Company leases office space, cars and equipunelet non-cancelable operating leases with vamopgration dates throughecembe
2026 . Rent expense in the years ended, Decemp@032 , 2011 , and 2010 was $7.6 million , $7.0ioni and $6.4 million, respectively. T
terms of some of the Company’s office leases pm¥id rental payments on a graduated scale. Thep@oynrecognizes rent expense on a straight
line basis over the lease period, and has accaraéifit expense incurred but not paid.

Future minimum lease payments under non-cancetgideating leases are as follows (in thousands):

Year Ending December 31,

2013 $ 8,19z
2014 6,54
2015 5,35¢
2016 4,24
2017 3,95¢
Thereafter 3,51¢
Total minimum lease payments $ 31,81"

Employment Agreement

The Company has signed various employment agresmeétit key executives pursuant to which, if theimpgdoyment is terminated withc
cause, such employees are entitled to receive basie salary (and commission or bonus, as appdicétt 52 weekgfor the Chief Executiv
Officer), 39 weeks (for the Senior Vice PresidehtWorldwide Operations and Support) and up to 2&ksdfor other key executives). St
employees will also continue to have stock optigest for up to a oneyear period following such termination without cau$f a terminatio
without cause or resignation for good reason ocwitfsin one yeaof a change in control, such employees are entitidll acceleration (for tt
Chief Executive Officer) and up to two years aciaien (for other key executives) of any unvestedipn of his or her stock options.

Purchase Obligation:

The Company has entered into various inventorytedlpurchase agreements with suppliers. Genetaltjer these agreements, 50¢%@rder:
are cancelable by giving notice 46 to 60 days poothe expected shipment date and 25% of ordersamcelable by giving notice 31 to days
prior to the expected shipment date. Orders arecaonelable within 30 days prior to the expecteigpraknt date. At December 31, 2012he
Company had $149.6 million in narancelable purchase commitments with suppliers. Gtvapany establishes a loss liability for all proiuit
does not expect to sell for which it has commiptedchases from suppliers. Such losses have notrhatarial to date.
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Guarantees and Indemnifications

The Company, as permitted under Delaware law aratd@ordance with its Bylaws, indemnifies its offie@nd directors for certain event:
occurrences, subject to certain limits, while tHificer or director is or was serving at the Compgangequest in such capacity. The term of
indemnification period is for the officer’'s or dater’s lifetime. The maximum amount of potential futimdemnification is unlimited; however, t
Company has a Director and Officer Insurance Pdha limits its exposure and enables it to recavortion of any future amounts paid. #
result of its insurance policy coverage, the Comgphelieves the fair value of these indemnificatemgreements is minimal. Accordingly,
Company has no liabilities recorded for these ageses as of December 31, 2012 .

In its sales agreements, the Company typicallyezgte indemnify its direct customers, distributansl resellers for any expenses or liak
resulting from claimed infringements of patentgdgmarks or copyrights of third parties. The tewhghese indemnification agreements
generally perpetual any time after execution ofaheeement. The maximum amount of potential futndemnification is unlimited. The Compe
believes the estimated fair value of these agretsrierminimal. Accordingly, the Company has lrabilities recorded for these agreements ¢
December 31, 2012 .

Litigation and Other Legal Matters

The Company is involved in disputes, litigationdarther legal actions, including, but not limiteq the matters described below. In relatic
such matters, the Company currently believes thexetare no existing claims or proceedings thatikely to have a material adverse effect ol
financial position within the next 12 months, oe thutcome of these matters is currently not detethie. There are many uncertainties assoc
with any litigation, and these actions or otherdiparty claims against the Company may cause the @oynfo incur costly litigation and/
substantial settlement charges. In addition, tkelotion of any intellectual property litigation gneequire the Company to make royalty paym
which could have an adverse effect in future peridfiany of those events were to occur, the Coygdusiness, financial condition, result:
operations, and cash flows could be adversely w&fflecThe actual liability in any such matters mayrbaterially different from the Compar
estimates, which could result in the need to adhestiability and record additional expenses.

OptimumPath, L.L.C. v. NETGEAR

In January 2008, a lawsuit was filed against then@any by OptimumPath, L.L.C (“OptimumPath”), a patkolding company existing unc
the laws of the State of South Carolina, in the.UDBtrict Court, District of South Carolina. OptimnPath claimed that certain of the Compe
wireless networking products infringe on OptimuniPat).S. Patent No. 7,035,281 ("the '281 Pate®fifimumPath also sued sither technolog
companies alleging similar claims of patent infengent. The Company filed its answer to the lawsuithe second quarter of 2008. Sev
defendants, including the Company, jointly filedeguest for inter partes reexamination of the OptiRath patent with the United States P
and Trademark Office (the “USPTO”) on October 1302 On January 12, 2009, a reexamination was @ddeith respect to claims 1-3 and.8-
of the patent, but denied with respect to clain¥sahd 1132 of the patent. On February 4, 2009, the defeisdaimtly filed a petition to challen
the denial of reexamination of claims 4-7 and 1138 March 26, 2009, the USPTO confirmed the patslity of claims 1-3 and 80 withou
amendment. Shortly thereafter, in March 2009, tisridt Court granted defendants' motion to tranttie case to the U.S. District Court, Nortt
District of California. In July 2009, the defendsinpetition to challenge the denial of reexamimatd claims 4-7 and 132 was denied by tl
USPTO. Since the petition and prosecution wereeclpthe USPTO issued a Right of Appeal Notice dy 30, 2009, and the defendants chos
appeal the confirmation of claims 1-3 and 8-10 ibgdg a notice of appeal on August 31, 2009. Thenpany and OptimumPath attended a Court-
ordered mediation on September 22, 2009 but weablarto settle the litigation. The Company and otthefendants filed a combined clz
construction/summary judgment brief on December2230. OptimumPath responded on January 20, 20itilthe defendants replied on Febr
3, 2011. The oral arguments on claim constructimhthe summary judgment motion were made on Fepriar2011. An oral hearing was helc
March 9, 2011 in the USPTO and a decision by thBT{3 was issued on March 30, 2011 confirming themability of claims 1-3 and 80. Or
April 12, 2011, the District Court granted defendamotion for summary judgment on OptimumPathégelfor literal infringement and defenda
motion to preclude OptimumPath's infringement ckaimased on the doctrine of equivalents. The Cdset faund that the accused devices dic
infringe under the doctrine of equivalents. The €a@lso granted defendants' motion for summary juelyt that asserted claims 1, 2, 6, a
through 13 of the '281 Patent were invalidated djous prior art. The pretrial conference and tlatles were vacated. OptimumPath filed its n
of appeal to the Federal Circuit of the Districtugts rulings on May 18, 2011. On May 23, 2011, Ehstrict Court entered the defendants' |
request for costs in the amount of $103,00¢hich have not yet been collected or recognigaulJune 29, 2011, the Federal Circuit dockete
appeal. In addition, the defendants appealed tHeTdSs ruling confirming the patentability of clairhs3 and 810 to the Federal Circuit by filing
Reexamination Notice of Appeal to the Federal Giron October 18, 2011. The parties argued
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OptimumPath's appeal of the District Court's sunymaalgment rulings before the Federal Circuit onréha5, 2012. On March 7, 2012, the Fec
Circuit affirmed the District Court's summary judgnt rulings in favor of the defendants. OptimumRdithnot appeal the Federal Circuit's ru
upholding the District Court's summary judgmeninus, and on June 20, 2012 the Federal Circuietbsts mandate, meaning that the litiga
proceedings are terminated. On June 5, 2012, thepargued the defendants' appeal of the USPTi@gsubefore the Federal Circuit, and
October 2, 2012 the Federal Circuit affirmed thePUS's rulings, but this outcome had no bearinghenfavorable outcome for the defend
obtained in the litigation proceedings, and thigdition matter is now concluded. There was no naténancial impact to the Company becaus
this litigation matter.

Ruckus Wireless v. NETGEAR

On May 5, 2008, a lawsuit was filed against the @any by Ruckus Wireless (“Ruckus”), a developeMéfFi technology, in the U.
District Court, Northern District of California (se number C08-2310-PJH (“NETGEAR I"Ruckus alleges that the Company infringes U.S.r&
Nos. 7,358,912 ("the '912 Patent") and 7,193,582 (562 Patent") in the course of deploying-Fi antenna array technology in its WPN
RangeMax wireless router. Ruckus also sued Ray§paporation alleging similar claims of patent inffement. The Company filed its answe
the lawsuit in the third quarter of 2008. The Compand Rayspan Corporation jointly filed a requUestinter partesreexamination of the Ruck
patents with the USPTO on September 4, 2008. ThetGssued a stay of the litigation while the remksations proceeded in the USPTO.
November 28, 2008, a reexamination was ordered mgipect to claims -17 of the '562 Patent, but denied with respecidaoms 1-10 and 186.
On December 17, 2008, the defendants jointly fdgmktition to challenge the denial of reexaminatibolaims 1-10 and 186 of the '562 Patent.
July 2009, the petition was denied, and the remgimilaims 1117 were confirmed by the USPTO. On December 2, 2088amination w
granted with regard to the '912 Patent. In earljoBer 2009, the Company received an Action Clo§ingsecution in the reexamination of the
Patent. All the claims of the '912 Patent, with ¢ixeeption of the unchallenged claims 7 and 8, \iiaedly rejected by the USPTO. On October
2009, Ruckus submitted an “after-final” amendmaenthie '912 Patent reexamination proceeding. Thepaogis comments to Ruckus' “after-final”
amendment were submitted on November 30, 2009. €rember 1, 2009, the Court found that bifurcathrgy'662 Patent from the '912 Patent
commencing litigation on the '562 Patent while #®PTO reexamination process and appeals are stitlipg would be an inefficient use of
Court's resources. Accordingly, the Court rulect tihe litigation stay should remain in effect. Oap&mber 12, 2010, the Company filed
rebuttal brief in its appeals of the USPTO's rudimlyiring the reexamination of the '562 Patent,thedCompany requested an oral hearing witl
Board of Appeals at the USPTO to discuss this b@af September 13, 2010, Ruckus filed a noticgppkal of the '912 Patent to appeal the ad'
rulings it received from the USPTO in the reexanioraof this patent. The Company filed a responddmief in the '912 Patent case on Januar
2011. An oral hearing in the '562 case was seF@ruary 1, 2011, but the Company decided to caheeld let the USPTO decide the '562
based solely on the previously submitted papersMag 13, 2011, the USPTO indicated that the Compaayg successful in its appeal of
examiner's previous decision to allow claimslllin the '562 reexamination, and the USPTO Bo&#abpeals reversed the examiner's decisior
declared those claims invalid. On June 13, 201tkRsisubmitted a request for rehearing by the Botkppeals of its decision to reject claims 11-
17 of the '562 Patent. On September 28, 2011, tadBof Patent Appeals and Interferences deniedu®lg request for a rehearing in the
Patent reexamination case. Ruckus did not timédydinotice of appeal to the Court of Appeals fer Federal Circuit appealing the USP1
cancellation of claims 11-17 of the '562 patenterEifiore, a reexamination certificate will issuehngtaims 11-17 cancelled and claims 1-10 and 18
36 confirmed.

On November 4, 2009, Ruckus filed a complaint ia th.S. District Court, Northern District of Califuia (case number C09-52PIH
(“NETGEAR II), alleging the Company and Rayspan Corporation igéia patent that is related to the patents prelyiasserted against t
Company and Rayspan Corporation by Ruckus, as stisduabove. This asserted patent in this secordi€as.S. Patent No. 7,525,486 enti
“Increased wireless coverage patterds"with the previous Ruckus action, the WPN824 Rahax wireless router is the alleged infringing ae
The Company challenged the sufficiency of Ruckestaplaint in this new action and moved to dismissdomplaint. Ruckus opposed this mot
The Court partially agreed with the Company's motand ordered Ruckus to submit a new complaintclviRuckus did. The initial ca
management conference occurred on February 11, ZhdMarch 25, 2010, the Court ordered a stay thélcompletion of the reexaminat
proceedings instigated on the patents in NETGEAR |I.

Ruckus and the Company in December of 2012 reqiligbtd the stay of the California actions be liftdthis request to lift the stay w
predicated on Ruckus's Withdrawal of Appeal andcglation of Claims ("Withdrawal") of the '912 Patehat was on appeal in examination ¢
the USPTO and that was asserted by Ruckus in NETRGEAhrough the filing of the Withdrawal, Ruckusrmunced its intent to withdraw and
actual withdrawal of its appeal of claims 1, 4-9-18, 19, and 22-29 in rexamination (the "Appealed Claims"), and Ruckushier announced |
intent to cancel and its actual cancellation oincta30-31 in re-examination (the "Cancelled Claim€laims 2, 3, 187, 20, and 21 had previou
been cancelled during examination (the "Previously Cancelled Claims")c&egse the Appealed Claims and the Cancelled Clapresented tt
entirety of the claims
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remaining for consideration in examination, and the Previously Cancelled Clainesrar longer of record in the offensive case by Rackgain:
the Company, there are no remaining claims fax@mination in the '912 Patent and the '912 Patamtot be asserted against the Company.
the Company and Ruckus requested that the Couthéifstay of this litigation and calendar a casmagement conference. The case manags
conference occurred on January 3, 2013. At that,tthre Court scheduled a claim construction hedandwgust of 2013. The parties to the law
- the Company, Rayspan, and Ruckualso agreed that Ruckus's two offensive casessigtiie Company and Rayspan should be consol
because the cases involve similar complaints anthwan questions of law and fact and doing so willaatte the interests of judicial economy.

Ruckus will file a Second Amended Complaint, whigili reflect the consolidation of NETGEAR | and NEEAR II. The Second Amend
Complaint will remove the '912 Patent that was litkeied during the reexamination from the ConsaédaAction. The Court indicated at
January 3, 2013 Case Management Conference theattbdm the dropping of tH@12 Patent there should not be a substantial eéhisntihe Secor
Amended Complaint.

Ruckus served its infringement contentions on tbhem@any on January 17, 2013, and the Company'sidityatontentions are due on Ma
4, 2013. Discovery has also commenced in the déseagproximately four years of inactivity.

On November 19, 2010, the Company filed suit agdRskus in the U.S. District Court, District of Revare for infringement of fouof the
Company's patents. The Company alleges that Reckuehufacture, use, sale or offers for sale withan United States or importation into
United States of products, including wireless comization products, infringe United States Patens.N®812,531, 6,621,454, 7,263,143,
5,507,035, all owned by the Company. The Compaantgd Ruckus an extension to file its answer tddbmpany's suit, and on January 11, 2
Ruckus filed a motion to dismiss the Company's Isagted on insufficient pleadings. The Company fitedesponse to Ruckus's motion on Jar
31, 2011. In addition, on May 6, 2011, Ruckus filednotion to transfer venue to the Northern Distoit California. The Court denied Ruck
motion to transfer the case to the Northern DistfcCalifornia and granted the Company leaveltodn amended complaint rather than addre
Ruckus motion to dismiss based on insufficient gilegs. The Company filed the proposed amended aintpNevertheless, Ruckus filed a sec
motion to dismiss based on insufficient pleadingghe Company. On March 28, 2012, the Delawareribis€ourt in a memorandum opinion ¢
order denied Ruckus's second motion to dismiszh&duling conference occurred April 18, 2012, dredl@ompany submitted its initial disclost
in the case on May 15, 2012. On May 31, 2012, Reidked its third motion to dismiss, asserting thta@ Company cannot sustain its indi
infringement and willfulness allegations withoueatling presuit knowledge of the patents. The Company respbtm®uckus's motion to dism
on June 18, 2012. The Court released the schealuted case on June 8, 2012 with Claim ConstructimchSummary Judgment Hearings schec
for August 9, 2013 and a ten day jury trial schedubr October 21, 2013. On July 13, 2012, the Camgadded to its complaint against Rucku
allegation of infringement of patent number 6,58B,4'System and method for narrow beam antennasityen an RF data transmission syst¢m”
by Ruckus's ZoneFlex and MediaFlex products. Then@my and Ruckus participated in a coadered mediation on September 13, 201
Delaware, and the parties did not come to an ageattp settle the litigation pending between theigs Fact discovery closed on Decembe
2012, and the parties are currently working onrteepert reports with expert depositions to oceuFébruary and March of 2013. It is too earl
reasonably estimate the financial impact to the @amy as a result of the Ruckus litigation matters.

Northpeak Wireless, LLC v. NETGEAR

In October 2008, a lawsuit was filed against then@any and 30 other companies by Northpeak Wireldsg, (“Northpeak”) in the U.S
District Court, Northern District of Alabama. Noptbak alleges that the Company's 802.11b compatitwléucts infringe certain claims of U
Patent Nos. 4,977,577 ("the '577 Patent") and 50887("the '058 Patent"). The Company filed itsveersto the lawsuit in the fourth quarter
2008. On January 21, 2009, the District Court gradrg motion to transfer the case to the U.S. Bis@€ourt, Northern District of California.
August 2009, the parties stipulated to a litigatitely pending a reexamination request to the USBT @e asserted patents. The reexaminatic
the patents are proceeding. In March 2011, the WSBdnfirmed the validity of the asserted claimstlod '577 Patent over certain prior
references. In April 2011, the USPTO issued a foffite action rejecting both asserted claims & W68 Patent as being obvious in light of
prior art. The case remains stayed by stipulatma, no trial date has been set. The Company ddesxpect there to be a material financial im
to the Company because of this litigation matter.

Ericsson v. NETGEAR
On September 14, 2010, Ericsson Inc. and Telefgtaiget LM Ericsson (collectively “Ericssonfiled a patent infringement laws
against the Company and defendants D-Link CorpmrafdLink Systems, Inc., Acer, Inc., Acer America Comion, and Gateway, Inc. in 1

U.S. District Court, Eastern District of Texas gligg that the defendants infringe certain
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Ericsson patents. The Company has been accuseftinging eightU.S. patents: 5,790,516; 6,330,435; 6,424,625;%22B; 6,772,215; 5,987,0:
6,466,568; and 5,771,468 ("the '468 Patent"). Ednggenerally alleges that the Company and the digfendants have infringed and continu
infringe the Ericsson patents through the defersddBEE 802.1Jkcompliant products. In addition, Ericsson allegeat the Company infringed t
claimed methods and apparatuses of the '468 PHtemigh the Company's PCMCIA routers. The Compalegd fits answer to the Ericss
complaint on December 17, 2010 where it assertecftirmative defenses of noninfringement and il of the asserted patents. On Marc
2011, the defendants filed a motion to transferueeto the District Court for the Northern Distrigft California and their memorandum of law
support thereof. On March 21, 2011, Ericsson fitsdopposition to the motion, and on April 1, 20Hkfendants filed their reply to Ericssc
opposition to the motion to transfer. On June 8,12&ricsson filed an amended complaint that adiet Toshiba and Belkin as defendants. At
status conference held on Jun 9, 2011, the Cotig 8&arkman hearing for June 28, 2012 and trialJione 3, 2013. On June 14, 2011, Eric
submitted its infringement contentions againstGloenpany. On September 29, 2011, the Court deneddfendants motion to transfer venue tc
Northern District of California. In advance of tMarkman hearing, the parties on March 9, 2012 exgéd proposed constructions of claim te
and on April 9, 2012 filed the Joint Claim Constiar Statement with the District Court. On May 8,12, Ericsson submitted its opening Marki
brief and on June 1, 2012 the defendants subntitisid responsive Markman brief. Ericsson's Replyivtan brief was submitted June 15, 2!
and on June 28, 2012 the Markman hearing was hettki Eastern District of Texas. On June 21, 2&t2sson dismissed the '468 Patent (“Multi-
purpose base stationfijith prejudice and gave the Company a covenantmstie as to products in the marketplace now thiérpast. On June :
2012, Intel filed its Complaint in Intervention, améng that Intel is now an official defendant ire tRricsson case. The parties recently comg
fact discovery and are exchanging expert reponsing the exchange of the expert reports, Ericstopped the '516 patent (the OFDMutse
shaping”patent). In addition, Ericsson dropped the '222Rtafpacket discard patent) against all the defetistiproducts, except for those prod
that use Intel chips. Thus, Ericsson has now drdpe '468 Patent (wireless base station), the Pxitént (OFDM pulse shaping), and the
Patent (packet discard patent) for all non-Inteldoicts. The 5 remaining patents are all only asdextjainst 802.11-compliant products.

At a Court ordered mediation in Dallas on Janudry2D13, the parties did not come to an agreensesgttle the litigation. The Court has
yet released its Markman Order construing the dadmEricsson's asserted patents. It is too earhgdsonably estimate any financial impact tc
Company because of this litigation matter.

Fujitsu v. NETGEAR

On September 3, 2010, Fujitsu filed a complaintrmgahe Company, Belkin International, Inc., Belkinc., D-Link Corporation, Dkink
Systems, Inc., ZyXEL Communications Corporationd &lyXEL Communications, Inc in the U.S. District @§ Northern District of Californi
alleging that certain of the Company's productsnge upon Fujitsu's U.S. patent Re. 36,769 patehé '769 Patent") through various cards
interface devices within the Company's producte Tompany answered the complaint denying the ditegaof infringement and claiming ti
the asserted patent is invalid. In addition, then@any filed a motion to disqualify counsel for Esiji. The Company's disqualification motion
argued before the Court on December 16, 2010, andezember 22, 2010, the Court granted the Compangtion and disqualified counsel
Fujitsu. In response, Fujitsu requested a stimratiom all parties to reset the case managemerfex@ce and scheduled hearing dates fc
motions to dismiss. The initial case managemenfezence was held on March 18, 2011. A claim cowrsitva hearing was held on October
2011. On February 3, 2012, the Court issued itsnctoonstruction order based on the claim constoactiearing. On March 3, 2012, the Fuj
patent emerged from the latest ex-parte reexaroimati the USPTO that was initiated by Belkin, Ii©ie USPTO examiner rejected fiof the
“wired” claims in the patent, but found that the majoritglaims of the patent were valid. Expert discovepened May 4, 2012 with the excha
of initial expert reports. Rebuttal expert repastsre exchanged on May 25, 2012, and expert disgoslesed on June 8, 2012. A further ¢
management conference was held on May 9, 2012 wher€ourt ordered that by June 12, 2012 Fujitsstrfile a status report narrowing
asserted claims to no more thancl@ims, and narrowing the accused products acagigdiand Fujitsu filed the status report on the dage. B
July 3, 2012, the Court ordered the Defendantddaafstatus report reducing its number of pridrraferences and obviousness combinations
Defendants filed the status report on the due ddte.Court also limited Fujitsu to one motion fonsmary judgment and allowed Defendant
jointly file two summary judgment motions. The Cofurther implemented the following dates: last dayile disposition motions of July 26, 20
hearing on dispositive motions on September 6, 20dal pretrial conference on November 1, 2012] amy trial beginning November 26, 20
The Court ordered the length of the trial to beda@s. The Court also set a further case managemen¢@nrde for September 6, 2012, immedi:
following the hearing on any dispositive motiorledi The parties submitted their summary judgmestions on July 26, 2012. Fujitsu submitte
summary judgment motion arguing that the defendiafitige the '769 Patent. The defendants submtttedsummary judgment motions. The 1
argued that any infringement by the defendantsneasvillful, and the second argued that the '76@Rtas invalid.
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On September 28, 2012, the Court issued its sumjudgment ruling. The Court did not invalidate tfi69 Patent and ruled that some of
Company's cards infringed the '769 Patent.

In addition, the Court rejected Fujitsu's narrowarguments for the terms “card” and “slékiat are contained in the claims of the pate
suit, expressly holding that “card” should be givies1plain and ordinary meaning and agreeing wigfdddants that “slotivas a broad ter
meaning “an opening.”

After a 10-day trial in November and December af2he eight-member jury sided with the remairdefendants NETGEAR, Belkin, an
D-Link - and found Fujitsu's claims under the '769 patenaftcard type input/output interface device" toifealid. The jury found the defenda
proved by clear and convincing evidence that eda@imcraised by Fujitsu was anticipated by prioraatl would have been obvious to a persc
ordinary skill in the art as of April 1991in other words the asserted claims of the '769rRatere both anticipated and obvious. The jury &smc
the defendants had not caused infringement byngetuters and access points that were compatilttewireless interface cards. Fujitsu cc
theoretically bring another infringement suit ohestclaims of the '769 Patent that were not inadid at the trial, but the Company does not e:
there to be a material financial impact to the Campbecause of this litigation matter.

Powerline Innovations, LLC v. NETGEAR

On August 6, 2011 the Company, along withotler companies, was sued in the U.S. District C@astern District of Texas, Tyler Divisi
(“Powerline I") for patent infringement by a nonagticing entity called Powerline Innovations, LL@®¢werline Innovations”)This was a sing
patent case, involving U.S. Patent No. 5,471,186tled “Method and Apparatus for Resource Allocatin a Communication Network System.”
On the same day that it filed suit against the Camypand 16 other companies, Powerline Innovatiolesl 44additional companies in a sepa
suit in U.S. District Court, Eastern District of X&s for infringement of the same patent. The compbgainst the Company alleged that it infrir
the 5,471,190 patent based on the Company's usetbbds for establishing control relationships leetvplural devices and names the Comp
Powerline AV Ethernet Adapter, Model XAV101, asatused infringing productThe Company answered the plaintiff's complaint @t@&nbe
12, 2011, and asserted that it has not infringedpitent in suit and that the patent in suit isliioiv In addition, the Company asserted vat
affirmative defenses. An initial status conferetmek place on August 6, 2012. On October 1, 2042,defendants remaining in the case fil
motion to transfer venue from the U.S. District @pE&astern District of Texas to the U.S. Distf@urt, Northern District of California.

On October 10, 2012, the Company was sued for@setime in the U.S. District Court, Eastern Didtof Texas, Tyler Division @owerling
II") for patent infringement by Powerline Innovati® The patent involved in this case is United std®atent No. 8,157,581, titledHerma
Management Method and Device for Powerline Comnaiiuns”. The accused Company products include Powerline Modd&VB1501,
XAVB1601, XAV2001, XAVN2001, XAVB2001, XAVNB2001, AV2101, XAVB2101, XAUB2511, XWN5001, XAVB5001, XAVB101
XWNB5201, XAVB5601, XAVB5602 products. The Compaayswered the complaint on December 21, 2012.

Through the Company's membership in RPX Corporaonompany whose markieésed solution to patent litigation involves preévg
purchases of patents in the open market, a settteofethe Powerline | and Powerline Il litigatiomgs recently reached between Powe
Innovations and the Company. In return for a payrbgrRPX to Powerline Innovations, the Company atieer RPX members received a licens
the '190 Patent and '581 Patent. After such paymedtwithout admitting any wrongdoing or violatioh law and to avoid the distraction ¢
expense of continued litigation and the uncertaafta jury verdict on the merits, the Company aowéline Innovations signed a binding rele
agreement, which included mutual general releases &ll claims, known or unknown, under the '19@Rtaand '581 Patent with respect to
manufacture, use, sale, etc. of products by thegaom The Court has since dismissed Powerline lathavs' claims for relief against the Comp
and the Company's counterclaims for relief agdfusterline Innovations in Powerline | and Powerlihavith prejudice and with all attorneys' fe
costs and expenses levied against the party imgutiie same. The Company does not expect ther aontaterial financial impact to the Comp
because of this litigation matter.

NETGEAR v. Innovatio IP Ventures LLC.

On November 16, 2011, the Company filed a declaygtmigment action in the District of Delaware fasn-infringement and invalidity df7
WiFi-related patents brought in the approximatedyattions throughout the United States by Innovii&entures LLC (“Innovatio”against en
user customers of the Company and other compadiestly after filing the declaratory judgment actidthe Company filed a response suppo
Cisco Systems, Inc.'s ("Cisco") and Motorola Solusi, Inc.'s (“Motorola™) Motion to Transfer for Qonated Pretrial Proceedings Pursuant t
U.S.C. § 1407 that was before the United
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States Judicial Panel on Multidistrict LitigaticdPML"). The pending motion to transfer would seteeconsolidate all of the Innovatio lawsuits -
including the Company's pending declaratory judgnaetion in Delawarend transfer them to a single court for coordingbegtrial proceeding
On December 28, 2011, the JPML issued an ordesfgaing the Innovatio actions throughout the Uitgtates, including the Compar
declaratory judgment action, to the United Statestridt Court for the Northern District of IllinoisThus, the Company's declaratory judgment a
and approximately 15 other similar cases will nowcged in the Northern District of lllinois in arsplidated fashion. The status confers
originally scheduled for March 27, 2012 was posgtbhy the District Court until April 10, 2012. Ate conference, the District Court discussec
primary issues (1) case phasing (i.e., which subisdéfendants should proceed after Markman Heahirgugh the remaining proceedings) anc
the defendants' proposal on damages contentioesDiEtrict Court stated that it tentatively felatithe case should proceed with one or more
hardware suppliers after the Markman Hearing, bag going to reserve a final ruling on the issuee District Court also ordered that the pa
prepare a joint pretrial order reflecting the cudecisions and the schedule for the case. OnllylR012, Innovatio answered the Declare
Judgment Complaint filed by the Company with vasi@ounterclaims, cross claims, and affirmative Wieés. In its answer, Innovatio accusec
Company of infringing six WiFi-related patents iddéion to the 17 WiFrelated patents on which the Company brought it$adatory judgmel
action of noninfringement and invalidity. The Company filed #sswer to Innovatio's various counterclaims, codains, and affirmative defens
on August 3, 2012. In addition, on October 1, 20CB&co, Motorola and the Company filed an amendedpdaint alleging racketeering, fra
interference with contract, unfair business prasi@and conspiracy, among other things, againstatio. Discovery in the case in ongoing with
following schedule in effect: 02/08/13 - Final limgement, Unenforceability and Invalidity ContemsoDue; 02/28/13 innovatio's Damag:
Contentions Due; 02/28/13- Final NoninfringemenifdEceability and Validity Contentions Due; 03/03/1Exchange of Proposed Claim Term
be Construed along with Proposed Constructionsi43B88 - Initial Close of Fact Discovery; 03/21/13Defendants’ Responsive Dame
Contentions Due; 03/21/13Qpening Claim Construction Brief by party opposinffingement and Joint Appendix and filing of Joiyppendi
Due; 04/04/13 - Responsive Claim Construction Bhgfparty claiming infringement Due; 04/18/1Reply Claim Construction Brief by pa
opposing infringement Due; 04/25/13 - Joint Claimn€truction Chart and Status Report Due; and 058L6LClaim Construction Hearing. (
February 4, 2013, the Court dismissed the offensikaéms of Cisco, Motorola, and the Company thaégad Innovatio was engaging
racketeering, fraud, and unfair business practigedemanding licensing fees from hotels, cafesathdr businesses but left intact claims ag
Innovatio that allege breach of contract with resge Innovatio's RAND obligations. The trial ddtas not been set. It is too early to reasor
estimate any financial impact to the Company beeafishis litigation matter.

Harris Corporation v. NETGEAR.

On November 26, 2011, Harris Corporation (“Harristed the Company in the U.S. District Court, MidBlstrict of Florida alleging that tl
Company willfully infringes six of Harris's patentsU.S. Patent Nos. 6,504,515, 7,916,684, 5,787,1,8745149, 6,189,104, and 6,397,336. H.
filed an amended complaint on February 17, 2012 r#raoved its initial allegations of willful infriiement by the Company and also remove
allegations of direct infringement against the Campfor U.S. Patent No. 7,916,684, leaving onlyirext infringement allegations for the ¢
Patent. The Company's answer to the amended carhplas submitted on March 2, 2012.

On April 3, 2012, the Company filed suit againstiitain the District Court of the Northern Distrigt California asserting that Harris infring
four of the Company's patents. In the complairg, @ompany alleges that Harris infringes: a) U.SemaNo. 6,718,030, entitledvfrtual Private
Network System and Method Using Voice of Interneit®co” through Harris's VIDA Network and products, the WDelephone Interconne
(VTI), the MASTR Il Base Station, and the EDACS I8AR Il repeater; b) U.S. Patent No. 7,200,400itledt “Mobile to 802.11 Voice Multi-
Network Roaming Utilizing SIP Signaling With SIPdRy or Redirect Serv” through Harris's VIDA Network and products, thetdrRF
Subsystem Interface (ISSI) Gateway, the InteropisalGateway, and the UNITY XQ&:00P Portable Radio; ¢) U.S. Patent No. 7,218,g88tlec
“System and Method For Proving Call Management iSesvin a Virtual Private Network Using Voice ordéio Over Internet Protocothrougt
Harris's VIDA Network and products, the VIDA Telepte Interconnect (VTI), the P7200 Portable Radie, ®penSky Network and Products,
MASTR Ill Base Station, and EDACS MASTR Il repeatand d) U.S. Patent No. 7,936,714, entiti&pé&ctrum Allocation System and Metl
For Multi-Band Wireless RF Data Communications™otingh Harris's UNITY XG100P Portable Radio. Harris responded to the cantpda the
due date for its answer.

Without admitting any wrongdoing or violation ofdtaand to avoid the distraction and expense of oaet litigation and the uncertainty ¢
jury verdict on the merits, on October 19, 2012rridaand the Company signed a final settlementeagent settling thtwo patent cases that 1
parties brought against each other. The settlemgrgement included the following principal point3:dismissal with prejudice of the lawsi
pending between the Company and Harris; 2) a one4timpsum payment by the Company to Harris; 3) assignmiogértain patents, and rela
patents from Harris to the Company; 4) a covenabhtmsue each other for tgears by both parties that applies to lawsuits dageon any of tr
parties' patents; and 5) a covenant not

85




Table of Contents
NETGEAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

to sue by both parties for the life of the patentsuit between the parties that applies to thergatin suit and all related patents, includinghoit
limitation the foreign counterparts. Each partyesgt to bear its own costs and attorneys' fees.artasigement does not have a material impa
the Company's consolidated financial position, ltesof operations, or cash flows. The Company alled a portion of the one-time lurspsr
payment to the quarterly period ended Septembe2@IR, and the majority of the one-time lusyn payment was recorded in prepaids and
current assets in the fourth quarter of 2012.

U.S. Ethernet Innovation, LLC v. NETGEAR

On June 22, 2012, U.S. Ethernet Innovations, LUTSEI") sued the Company in the District Court for the EasDistrict of Texas, allegit
infringement of certain of its Ethernet-relatedguas: U.S. Patent Numbers 5,732,094 (“Method fdomatic initiation of data transmission”
5,434,872 (“Apparatus for automatic initiation adtd transmission”); 5,299,313 (“Network interfacéhwhost independent buffer managemgnt”
and 5,530,874 (“Network adapter with an indicatsigmal mask and an interrupt signal maskIgEI is a patent holding entity with a nominal of
in the Eastern District of Texas. The accused prtedinclude products such as the “Netgear RT31drhet Gateway RouterThe Compan
received an extension until August 17, 2012 to amstive complaint. USEI has sued, in addition toGeenpany, the following companies on
same and other of its Ethernetated patents: Ricoh Americas Corporation, TREBIDImc., Xerox Corporation, Konica Minolta Busise3olution
U.S.A,, Inc., Freescale Semiconductor, Inc., SHagztronics Corporation, Digi International Inc.etSilicon, Inc., Epson America, Inc., Cir
Logic, Inc., Yamaha Corporation of America, CoMr@orporation, Samsung Electronics Co., Ltd., Samgdtlectronics America, Inc., Samsi
Telecommunications America, LLC, Samsung Austin Benductor, LLC, Oki Data Americas, Inc., STMicreefronics N.V., an
STMicroelectronics, Inc. (collectively, “Defendaf)ts

The Company received a further extension to angleecomplaint and answered on September 4, 2012 ¢(b)(6) motion to dismiss 1
complaint for various reasons, including a lackplefading specificity. USEI responded to the Comfmmotion to dismiss under Rule 12(b)(6
September 21, 2012. The Company submitted its Refypport of its Motion to Dismiss on Octobe20]12.

USEI served its infringement contentions on the @any on October 10, 2010. The Company filed itadfer motion for a transfer to 1
Northern District of California and supporting daetions on November 16, 2012. On December 3, 2Dg&&ndants filed their joint invalidi
contentions.

Because the Eastern District of Texas's prefelired for deciding motions to transfer is after tharkinan Hearing, the defendants file
motion to stay the litigation pending the resultttd Eastern District of Texas's decisions on tb&an to transfer on January 29, 2013. A medi:
in this case is scheduled for May 15, 2013.

The Court has consolidated for discovery purposeglld cases against the aforementioned defendagitscheduled a consolidated Markr
hearing for April 4, 2013 for the asserted patefte Court also indicated that the court would @mrsany of Defendants' transfer motions as
as possible. The trial date has been set for Agi2014.

It is too early to reasonably estimate any finanoipact to the Company because of this litigatioatter.
ReefEdge Networks, LLC v. NETGEAR, Inc.

On September 17, 2012, the Company was sued byEBgefNetworks, LLC, a nopracticing entity. The Company received an exten
from the plaintiff until November 8, 2012 to ansvilee complaint and answered the complaint on thtd.d

The complaint alleges that NETGEAR infringes threlated patents: 6,633,761 B1; 6,975,864 B2; 738/ B2. In general terms, th
asserted patents involve seamlessly handffigortable wireless devices from one access fgoianother so as to provide roaming within a veist
network.

The complaint specifically accuses the CompanyiS&ie wireless controller of infringing these thpagents. On August 15, 2012, ReefE
filed complaints in Delaware against Aruba Netwdrs, Cisco Systems Inc., Meru Networks Inc., Butkus Wireless Inc. alleging infringem
of the same three patents. In the second tranckeewstiits, ReefEdge sued--in addition to the Corggirocade Communications Systems, |
Extreme Networks Inc., ADTRAN, Inc., Alcatel-Luceirc., DLlink Systems, Inc., Enterasys Networks, Inc., MotarSolutions Inc., CD\
Corporation, Avaya Inc., and ZyXEL Communicationsrration. It is too early to reasonably estimatgy financial impact to the Compe
because of this litigation matter.
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Pragmatus Telecom, LLC v. NETGEAR, Inc.

On December 6, 2012, Pragmatus Telecom, LLC (“Peagsi), filed a lawsuit against the Company asserting thatCompany's use o
system “to provide live chat service over the In&tt infringes U.S. Patent Nos. 6,311,231, 6,668,286, 4%59,043 (*'231 patent", 286 pate
and "043 patent", respectively).

The '231 patent is entitled "Method and SystemJoordinating Data and Voice Communications via Gu&r Contact,'the '286 patent
entitled "Method and System for Coordinating Datd & oice Communications via Customer Contact Che@hanging System Over IP," and
'043 patent is entitled "Method and System for @owting Data and Voice Communications via Con@ltannel Changing System," The pat
very generally allegedly relate ttive chat" services of companies, which can givstemers the ability to exchange text messagesamwtintual o
real customer support person. It appears that swapanies named in the various lawsuits by Pragnatense the “live chattechnology an
software from a third-party supplier. A few of teethird-party suppliers have been named in sontbeobver 100awsuits filed by Pragmatus
California, Delaware, and the Eastern District ekas, and two third-party suppliers of tekiat (LivePerson and LogMeln) have filed declang
judgment actions on the patents in suit in Delaw@here is a pending reexaminationone of the three asserted patents.

Pragmatus and the Company agreed to extend thdirde&ml the Company to answer or otherwise respmnBragmatus's complaint u
February 11, 2013. The Company answered the comtmaithat day by denying Pragmatus's infringenadlegations and requesting a declare
judgment by the Court that the patents in suitnateinfringed and invalid. It is too early to reasbly estimate any financial impact to the Comj
because of this litigation matter.

Voice Integration Technologies, LLC v. NETGEAR, Inc

On December 28, 2012, Voice Integration Technoldi€ C (“VIT") sued the Company alleging direct, indirect, andfuvilnfringement o
U.S. Patent No. 7,127,048 (the "048 Patent"){ledtl'Systems and Methods for Integrating Analogcédservice and Derived POTS Voice Ser
in a Digital Subscriber Line Environment." The '048cused Products include integrated access d€\igB") products that allow users to ple
and receive both telephone and VolP calls oveséme telephone line, and VIT specifically namedGbenpany's DG 834GV Integrated ADSL
Modem and Wireless Router with Voice in the comptlairhe Company believes that a broad reading efctbmplaint would mean that -
Company's ADSL modems having VOIP functionality aceused, which suggests relatively low exposucaimse these products have not be:
the United States. It is too early, however, tsosably estimate any financial impact to the Comppaetause of this litigation matter.

IP Indemnification Claims

In its sales agreements, the Company typicallyesgte indemnify its direct customers, distributansl resellers (the “Indemnified Partiefd)
any expenses or liability resulting from claimedtimgements by the Company's products of paterasietmarks or copyrights of third parties
are asserted against the Indemnified Parties, sifgjeeustomary carve outs. The terms of thesenimifecation agreements are generally perpt
after execution of the agreement. The maximum amofupotential future indemnification is generallplimited. From time to time, the Comp:
receives requests for indemnity and may choossgorae the defense of such litigation asserted sigdie Indemnified Parties.

Environmental Regulation

The European Union (“EU"gnacted the Waste Electrical and Electronic Equignigrective, which makes producers of electricabds
including home and commercial business networkirgglpcts, financially responsible for specified eotion, recycling, treatment and dispos:
past and future covered products. The deadlingh@rindividual member states of the EU to transphsedirective into law in their respect
countries was August 13, 2004 (such legislatiogetioer with the directive, the “WEEE LegislationProducers participating in the market w
financially responsible for implementing these msbilities under the WEEE Legislation beginningdugust 13, 2005. The Company adopte(
authoritative guidance for asset retirement andrenmental obligations in the third quarter of i5€005 and has determined that its effect di
have a material impact on the Company's consolid&sults of operations and financial positiontfa three and nine months ended Septemb
2012 and October 2, 2011. The WEEE Directive waaseon July 24, 2012, published on August 13, 2848 will be implemented by all mem
states on February 14, 2014. The Company expecisaterial impact on its consolidated results ofrafjens and financial positions due to
recasting. Similar WEEE Legislation has been or imagnacted in other jurisdictions, including ie thnited States, Canada, Mexico, China, Ii
Australia and Japan. The Company continues to mOWEEE Legislation and similar legislation in otlerisdictions as individual countries is!
their implementation guidance. The Company believes
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it has met the applicable requirements of currefiBE Legislation and similar legislation in otherigdictions, to the extent implementat
requirements have been published.

Additionally, the EU enacted the Restriction of Hadous Substances Directive (“RoHS Legislatiottie REACH Regulation, Packag
Directive and the Battery Directive. EU RoHS Legigin, along with similar legislation in China, teéges manufacturers to ensure cel
substances, including polybrominated biphenyls OPBpolybrominated diphenyl ethers (“PBDE'thercury, cadmium, hexavalent chromium
lead (except for allowed exempted materials andiegdjons), are below specified maximum concentratvalues in certain products put on
market after July 1, 2006. The RoHS Directive wasast on July 21, 2011 and went into force on Jgn8a2013. The Company expects
material impact on its consolidated results of apiens and financial positions due to this recgstirhe REACH Regulation requires manufactt
to ensure the published list of substances of i@k concern in certain products are below spetiff@ximum concentration values. The Bai
Directive controls use of certain types of battghnology in certain products and requires mamgatarking. The Company believes it has
the requirements of the RoHS Directive Legislatitve, REACH Regulation and the Battery Directive is&gion.

Additionally, the EU enacted the Energy Using Pid{iEuP”) Directive, which came into force in August of 2000he EuP Directiv
required manufacturers of certain products to maatmum energy efficiency performance requirememtese requirements were documente
EuP implementing measures issued for specific grodategories. The implementing measures affedtiegCompany's products are mininr
power supply efficiencies and may include requieeglipment standby modes, which also reduce enesgguenption. The EuP Directive v
repealed in November of 2009 and replaced by tredynRelated Products ("ErP") Directive, which umds the same implementing measurt
the former EuP Directive and new implementing mess@applicable to the Company's products. The Cagnfmin compliance with applicat
implementing measures of the ErP Directives sihcarne into force.

Note 10. Stockholders’ Equity
Common Stock Repurchase Programs

In October 21, 2008, the Company’s Board of Direstauthorized management to repurchase up to ®@@Ghares of the Compasy’
outstanding common stock. Under this authorizatithe timing and actual number of shares subjectepurchase are at the discretior
management and are contingent on a number of &aoch as levels of cash generation from opegtimash requirements for acquisitions ant
price of the Company’s common stock. The Compadyndit repurchase any shares under this authonizdtiang the years endé&ecember 3:
2012, 2011 and 2010 .

The Company repurchased approximately 22,000 sharek850,00f common stock under a repurchase program to ddpinistrativel
facilitate the withholding and subsequent remitean€ personal income and payroll taxes for indialdureceiving RSUs during the year er
December 31, 2012 . Similarly, during the yearseen®ecember 31, 2011 and December 31, 20tt® Company repurchased approxims
25,000 shares and 32,000 shares, respectivel\92&,300 and $736,008f common stock, respectively, under the same progo help facilitat
tax withholding for RSUs.

These shares were retired upon repurchase. The &yrspolicy related to repurchases of its common stedk charge the excess of ¢
over par value to retained earnings. All repurchasere made in compliance with Rule 1T®-under the Securities Exchange Act of 193.
amended.

Cumulative Other Comprehensive Income, Net

The following table sets forth the components ahalative other comprehensive income, net of reléésés, as of December 31, 20drx
December 31, 2011 (in thousands):

As of
December 31, December 31,
2012 2011
Net unrealized (loss) gain on derivative instrursent $ (29) 9 6
Net unrealized gain on available-for-sale secuitie 28 17
Total cumulative other comprehensive income, néaxés $ 4 23
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Note 11. Employee Benefit Plans
2000 Stock Option Plan

In April 2000, the Company adopted the 2000 Stopkidh Plan (the “2000 PlanY.he 2000 Plan provides for the granting of stocticoys tc
employees and consultants of the Company. Optiomsted under the 2000 Plan may be either incemstivek options (“ISOs”pr nonqualifies
stock options (“NSOs”")LlSOs may be granted only to Company employeesuiad) officers and directors who are also employddSOs may k
granted to Company employees, directors and ca@mgsltA total of 7,350,008hares of Common Stock have been reserved formissumder tr
2000 Plan.

Options under the 2000 Plan may be granted foogsrof up to ten yearsprovided, however, that (i) the exercise pricanflSO and NS
shall not be less than the estimated fair valut@funderlying stock on the date of grant andtl(ig§) exercise price of an ISO and NSO grantec
10% shareholder shall not be less than 11%he estimated fair value of the underlying stack the date of grant. To date, options gra
generally vest over four years .

As discussed below, in April 2003, all remaininguss reserved but not issued under the 2000 Plemtremsferred to the 2003 Stock Plan.
2003 Stock Plan

In April 2003, the Company adopted the 2003 Stolea Rthe “2003 Plan”)The 2003 Plan provides for the granting of stockioms tc
employees and consultants of the Company. Optioasted under the 2003 Plan may be either 1ISOs ddIN$SOs may be granted only
Company employees (including officers and directetso are also employees). NSOs may be granted top@oy employees, directors
consultants. The Company has reserved 75G08806:s of Common Stock plus any shares which veserved but not issued under the 2000 PI
of the date of the approval of the 2003 Plan. Timalmer of shares which were reserved but not issneédr the 2000 Plan that were transferre
the Company’s 2003 Plan were 615,290 , which whamhined with the shares reserved for the CompaR9@3 Plan total 1,365,2%hare
reserved under the Compasy2003 Plan as of the date of transfer. Any opta@@relled under either the 2000 Plan or the 2083 &e returned
the pool available for grant. As of December 31,2055,513 shares were reserved for future gramder the Company’s 2003 Plan.

Options under the 2003 Plan may be granted foogsrof up to ten yearsprovided, however, that (i) the exercise pricenflSO and NS
shall not be less than the estimated fair valutn@funderlying stock on the date of grant andtl(ig) exercise price of an ISO and NSO grantec
10% shareholder shall not be less than 11%he estimated fair value of the underlying stack the date of grant. To date, options gra
generally vest over four years , with the firshtthe vesting at the end of 12 monémsl the remaining shares underlying the optioningshonthly
over the remaining three yeartn fiscal 2005, certain options granted under2863 Plan immediately vested and were exercisabline date «
grant, and the shares underlying such options suggct to a resale restriction which expires @te of 25% per year.

2006 Long Term Incentive Plan

In April 2006, the Company adopted the 2006 LongnTéncentive Plan (the “2006 Plan”), which was apyad by the Company’
stockholders at the 2006 Annual Meeting of Stocted on May 23, 2006. The 2006 Plan provides fer dhanting of stock options, stc
appreciation rights, restricted stock, performaae@rds and other stock awards, to eligible dirsgtemployees and consultants of the Comy
Upon the adoption of the 2006 Plan, the Compangrves 2,500,008hares of common stock for issuance under the PG In June 2008, t
Company adopted amendments to the 2006 Plan winiceased the number of shares of the Compgasrnmon stock that may be issued unde
2006 plan by an additional 2,500,08f8ares. In July 2010, the Company adopted amendrttie 2006 Plan which increased the numberanks
of the Company’s common stock that may be issuelbuuthe 2006 plan by an additional 1,500,80ares. In June 2012, the Company adt
amendments to the 2006 Plan which increased théeuaf shares of the Compasy¢ommon stock that may be issued under the 2@06ky al
additional 3,000,008hares. In addition, RSUs granted under the 2086 &h or after June 6, 2012 are counted againstskathorized under t
plan as 1.58 shares of common stock for each shdject to such award. As of December 31, 2013952054shares were reserved for fut
grants under the 2006 Plan.

Options granted under the 2006 Plan may be ei®®slor NSOs. ISOs may be granted only to Comparplaynees (including officers a
directors who are also employees). NSOs may beeagan Company employees, directors and consult@ggons may be granted for period:
up to ten years, provided, however, that (i) thereise price of an ISO and NSO shall not be leaa the estimated fair value of the underl
stock on the date of grant and (ii) the exerciseepof an ISO and NSO
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granted to a 10% shareholder shall not be less 1h@foof the estimated fair value of the underlying stackthe date of grant. Options grar
under the 2006 Plan generally vest over four yeargh the first tranche vesting at the end of 1@nthsand the remaining shares underlying
option vesting monthly over the remaining threergea

Stock appreciation rights may be granted undeR@®6 Plan subject to the terms specified by the piministrator, provided that the tern
any such right may not exceed t@®) years from the date of grant. The exerciseepgenerally cannot be less than the fair markketevaf the
Company’s common stock on the date the stock afgti@c right is granted.

Restricted stock awards may be granted under t6& Ptn subject to the terms specified by the pliministrator. The period over which i
restricted award may fully vest is generally nalt#tan three (3) years. Restricted stock awarda@reested stock awards that may include gi
of restricted stock or grants of restricted stonka(“RSUs”).Restricted stock awards are independent of optiantg and are generally subjec
forfeiture if employment terminates prior to thdesse of the restrictions. During that period, osgh# of the shares cannot be transfe
Restricted stock has the same voting rights ag atmon stock and is considered to be currentlyed and outstanding. RSUs do not hav
voting rights of common stock, and the shares uyiterthe RSUs are not considered issued and audistg. The Company expenses the cost ¢
restricted stock awards, which is determined tdheefair market value of the shares at the datgrasfit, ratably over the period during which
restrictions lapse.

Performance awards may be in the form of perforraasiwares or performance units. A performance sha@ns an award denominate
shares of Company common stock and a performanitem@ans an award denominated in units having éadoklue or other currency,
determined by the plan administrator. The plan adtrator will determine the number of performaneerds that will be granted and will estak
the performance goals and other conditions for patrof such performance awards. The period of megsthe achievement of performance g
will be a minimum of twelve (12) months.

Other stock-based awards may be granted under(®@ Rlan subject to the terms specified by the pldministrator. Other stodkase!
awards may include dividend equivalents, restricteatk awards, or amounts which are equivalentltoraa portion of any federal, state, lo
domestic or foreign taxes relating to an award, ar@y be payable in shares, cash, other securitiegy other form of property as the f
administrator may determine.

In the event of a change in control of the Compatlyawards under the 2006 Plan vest in full addatstanding performance shares
performance units will be paid out upon transfer.

Any shares of common stock subject to an awardishfatrfeited, settled in cash, expires or is offise settled without the issuance of sh
shall again be available for awards under the Z&l@6. Additionally, any shares that are tendered pwrticipant of the 2006 Plan or retained b
Company as full or partial payment to the Compamytfie purchase of an award or to satisfy tax vailing obligations in connection with
award shall no longer again be made availablestarance under the 2006 Plan.

Employee Stock Purchase Pl

The Company sponsors an Employee Stock Purchase(tAla“ESPP”), pursuant to which eligible emplayeeay contribute up to 10%f
compensation, subject to certain income limitguochase shares of the Company’s common stock. &mg@s may purchase stock semiually a
a price equal to 85%f the fair market value on the purchase date.€eSthe price of the shares is determined at thehpses date, the Compe
recognizes expense based on the 15% discountcitgaa. For the years ended December 31, 2012 ,,201d1201Q ESPP compensation expe
was $371,000 , $354,000 and $236,000 , respectifslpf December 31, 2012 , 387,058 shares weeswed for future grants under the ESPP.
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Option Activity

Stock options activity under the stock option pldogsing the year ended December 31, 2012 was lasvil

Outstanding Options

Weighted
Average
Weighted Average Remaining Aggregate
Number of Exercise Price Per Contractual Intrinsic
Shares Share Term Value
(In thousands) (In dollars) (In years) (In thousands)
December 31, 2011 3,95 $ 27.0¢
Granted 1,33z 34.01
Exercised (54¢) 23.1¢
Cancelled and expired (410 30.9¢
December 31, 2012 4,32¢  § 29.2¢ 7.4 % 43,88
As of December 31, 2012:
Vested and expected to vest 4,03C $ 29.0¢ 73 $ 41,83}
Exercisable Options 2,10C $ 25.9¢ 6.0 $ 28,34

The aggregate intrinsic values in the table abepeasent the total pre-tax intrinsic values (tHidknce between the Compagsylosing stoc
price on the last trading day of 2012 and the @gengrice, multiplied by the number of shares ulyitey the in-themoney options) that would he
been received by the option holders had all optiolders exercised their options on December 312 20this amount changes based on the
market value of the Company’s stock. Total intingalue of options exercised for the year endedebwber 31, 2012 , 2011 , and 2010 $8sl
million , $21.8 million and $16.9 million , respactly.

The total fair value of options vested during tleans ended December 31, 2012 , 2011 , and 201&as million , $9.8 million an&9.1
million , respectively.

The following table summarizes significant rangéswistanding and exercisable stock options asemfelinber 31, 2012 :

Options Outstanding Options Exercisable

Weighted- Weighted- Weighted-

Average Average Average

Remaining Exercise Exercise

Shares Contractual Price Per Shares Price Per

Range of Exercise Prices Outstanding Life Share Exercisable Share

(In thousands) (In years) (In dollars) (In thousands) (In dollars)
$0.00 - 10.00 1 156 $ 9.2¢ 1 % 9.2¢
10.01 - 20.00 48¢ 5.22 13.4¢ 46€ 13.42
20.01 - 30.00 1,26% 6.04 24.82 93t 25.31
30.01 - 40.00 2,46: 8.46 34.2¢ 68C 35.01
40.01 - 50.00 10¢ 9.09 40.01 18 40.01
Total 4,32 7.40 29.2¢ 2,10C g 25.9¢
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RSU Activity

RSU activity under during the year ended DecemtefB812 was as follows:

Outstanding RSUs

Weighted
Average
Weighted Average Remaining
Number of Exercise Price Per Contractual
Aggreglate
Shares Share Term Intrinsic
Value
(In thousands) (In dollars) (In years) (In thousands)
December 31, 2011 177 27.8¢
RSUs granted 51 31.7¢
RSUs vested (10%) 28.7i
RSUs cancelled (11) 32.4:
December 31, 2012 11z g 28.3¢ 1.08 $ 4,41¢

Total intrinsic value of RSUs vested during thergeended December 31, 2012 , 2011 and 2010 wasn$iBi@n , $4.4 million and$3.1
million , respectively. The total fair value of RSWested during the years ended December 31, 280P1,and 2010 was $3.0 millio$2.6 millior
and $2.6 million , respectively.

Valuation and Expense Information

The fair value of each option award is estimatedtten date of grant using a Black-Scholdsrton option valuation model that uses
assumptions noted in the following table. The eated expected term of options granted is derivenh fhistorical data on employee exercise
postvesting employment termination behavior. The rigefinterest rate is based on the implied yieldenily available on U.S. Treasury secur
with a remaining term commensurate with the estihaixpected term. Expected volatility is based istotical volatility over the most rece
period commensurate with the estimated expected ter

The following table sets forth the weighted-averagsumptions used to fair value option grants duttre years ended December 31, 2012
2011 and 2010 based on its historical experience:

Year Ended December 31,

2012 2011 2010
Expected life (in years) 4.4 4.4 4.4
Risk-free interest rate 0.6%% 1.65% 1.74%
Expected volatility 52.0% 50.31% 49.81%

Dividend yield — — —

The weighted average estimated fair value of optigranted during the years ended December 31, 2021 and 201@hcluding share
granted under the ESPP and not including restristieck units, were $13.99 , $14.29 and $10.80pes/ely.
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The following table sets forth the total stdohsed compensation expense resulting from stodlonsptrestricted stock awards, and
Employee Stock Purchase Plan included in the Coyip&onsolidated Statements of Operations (in thods):

Year Ended December 31,

2012 2011 2010
Cost of revenue $ 1,347 $ 99¢ §$ 91z
Research and development 2,78 2,47¢ 2,271
Sales and marketing 4,751 5,13¢ 4,71(
General and administrative 5,48 5,151 4,307
Total $ 14,37: $ 13,76: $ 12,20:

The Company recognizes these compensation costsf the estimated forfeitures on a straijhe basis over the requisite service perio
the award, which is generally the option vestirrgitef four years .

Total stock-based compensation cost capitalizedvientory was less than $250,000 in each of thesyeaded December 31, 2012 , 2@ht
2010.

As of December 31, 2012 , $24.1 milliofitotal unrecognized compensation cost relatestdok options is expected to be recognized o
weighted-average period of 1.4 years . As of Deaarlh, 2012 , $1.7 million of total unrecognizedngeensation cost related to neested RSL
is expected to be recognized over a weighted-aegragod of 0.8 years .

401(k) Plan

In April 2000, the Company adopted the NETGEAR 4)Rlan to which employees may contribute up to%@® salary subject to the le
maximum. In the first quarter of 2012, the Compémmgan matching 50%f contributions for employees that remain activighvthe compan
through the end of the fiscal year, up to a maxinuir$i6,000 in employee contributions. During tharyended December 31, 201the Compan
recognized $689,000 in expenses related to thek@igtch. No match was offered in 2010 and 2011thnd noexpenses were recorded relate
matching employee contributions during those years.

Note 12. Segment Information, Operations by Geogrdpc Area and Customer Concentration

Operating segments are components of an enterabget which separate financial information is aalié and is regularly evaluated
management, namely the Chief Operating Decisionevl@fiCODM") of an organization, in order to determine operating resource allocati
decisions. By this definition, the Company operateshreespecific business units: retail, commercial, andise provider. The retail business 1
consists of high performance, dependable and @asge home networking, storage and digital mediaymtsito connect people with the Intel
and their content and devices. The commercial legsirunit consists of business networking, storaglesacurity solutions without the cost
complexity of Big IT. The service provider businasgst consists of made-torder and retail proven, whole home networking sohs sold t
service providers for sale to their customers. Haginess unit is managed by a Senior Vice Preg{@eneral Manager. The Company believes
structure enables it to better focus its effortstiom Company's core customer segments and allotweshie more nimble and opportunistic ¢
company overall.

In the second quarter of 2012, the CEO began tesmipoiserving as interim General Manager of the gmrtial business unit due to
previous general manager's departure from the Coynpehe CEO will continue to serve as interim gahenanager until a replacemen
established.

The results of the reportable segments are dedvwedtly from the Company's management reportirgfesy. The results are based or
Company's method of internal reporting and arenaaiessarily in conformity with accounting principlgenerally accepted in the United St:
Management measures the performance of each sedmased on several metrics, including contributiecoime. Segment contribution inca
includes all product line segment revenues lessrélated cost of sales, research and developmehsales and marketing costs. Contribt
income is used, in part, to evaluate the perforraricand allocate resources to, each of the segm@artain operating expenses are not allo
to segments because they are separately manatfesl @irporate level. These unallocated indirectscm&lude corporate costs, such as corp
research and development, general
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and administrative costs, stock-based compensatipenses, amortization of intangibles, acquisitiglated integration costs, restructuring ct
litigation reserves and interest and other incoex@énse), net. The Company does not evaluate ogesstgments using discrete asset information.

Financial information for each reportable segmerd a reconciliation of segment contribution incorneéncome before income taxes is
follows (in thousands, except percentage):

Year Ended December 31,

2012 2011 2010
Net revenues:
Retall $ 504,790 $ 481,79'  $ 435,48:
Commercial 307,94! 331,43 284,53
Service provider 459,17¢ 367,78 182,02¢
Total net revenues $ 1,271,92: $ 1,181,01: $ 902,05:
Contribution income:
Retall $ 86,80¢ $ 81,58¢ % 71,86
Retail contribution margin 17.2% 16.9% 16.5%
Commercial 67,82¢ 74,74¢ 63,02:
Commercial contribution margin 22.0% 22.6% 22.1%
Service Provider 40,794 32,79' 14,02¢
Service Provider contribution margin 8.9% 8.9% 7.7%
Total segment contribution income 195,42¢ 189,13: 148,90¢
Corporate and unallocated costs (47,76¢) (43,30 (39,249
Amortization of intangible assets (1) (4,763 (4,65¢) (5,299
Stock-based compensation expense (14,377 (13,767) (12,209
Restructuring and other charges (1,290 (2,099 88
Acquisition related compensation and expense (833 (4C) (68€)
Impact to cost of sales from acquisition accountidgistments to inventory — (609) —
Litigation reserves, net (390) 201 (211)
Interest income 49¢ 477 42¢€
Other income (expense), net 2,67(C (1,13¢) (564)
Income before income taxes $ 129,28: $ 124,21 $ 91,22¢

(1) Amount excludes amortization expense related terggtwithin purchased intangible assets in costewahue:

94




Table of Contents
NETGEAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

The Company conducts business across three gedagnaggions: Americas, Europe, Middle-East and AfriCEMEA”) and Asia Pacifi
("APAC"). Net revenue by geography comprises gressnue less such items as ersér customer rebates and other sales incentiezseteto be
reduction of net revenue per the authoritative guod for revenue recognition, sales returns arwd gmiotection. For reporting purposes reven
attributed to each geographic region based ondbatibn of the customer. The following table shaves revenue by geography for the per
indicated (in thousands):

Year Ended December 31,

2012 2011 2010
United States $ 660,99t $ 570,14: $ 454 17!
Americas (excluding U.S.) 18,42: 16,91 12,36
United Kingdom 184,40: 165,52: 100,35
EMEA (excluding U.K.) 273,32( 312,19: 239,89
APAC 134,77t 116,24¢ 95,26!
Total net revenue $ 1,271,92 % 1,181,010 $ 902,05:

Long-lived assets, comprising fixed assets, arerted based on the location of the asset. Loregt assets by geographic location ar
follows (in thousands):

December 31, December 31,

2012 2011
United States $ 9,89¢ $ 9,901
Americas (excluding U.S.) 36 44
EMEA 1,17: 331
China 6,76: 4,90¢
APAC (excluding China) 1,15¢ 69¢
$ 19,028 $ 15,88«

Significant customers as a percentage of net reearte as follows:
Year Ended December 31,

2012 2011 2010
Best Buy Co., Inc. and Affiliates (Retailer) 9% 11% 15%
Ingram Micro, Inc. and Affiliates (Distributor) 9% 1C% 11%
All others 82% 7% 74%
100% 100% 100%

Note 13. Fair Value Measurements

The Company determines the fair values of its famnnstruments based on a fair value hierarchyicivrequires an entity to maximize
use of observable inputs and minimize the use observable inputs when measuring fair value. Thesification of a financial asset or liabi
within the hierarchy is based upon the lowest lemput that is significant to the fair value measuent. The fair value hierarchy prioritizes
inputs into three levels that may be used to mesfsirr value:

Level 1: Unadjusted quoted prices in active markbtt are accessible at the measurement date éotiédl, unrestricted assets
liabilities;

Level 2: Quoted prices in markets that are notvactdr inputs which are observable, either direotlyndirectly, for substantially the fi
term of the asset or liability;

Level 3: Prices or valuation techniques that remjinputs that are both significant to the fair wameasurement and unobservable
supported by little or no market activity).
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The following tables summarize assets and liabditheasured at fair value on a recurring basi$ Be@ember 31, 2012 and 2011 (in
thousands):

As of December 31, 2012

Significant
Quoted market other Significant
prices in active observable unobservable
markets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Cash equivalents-money-market funds 3,061 3,061 — —
Available-for-sale securities-Treasuries (1) 225,06: 225,06: — —
Available-for-sale securities-Certificates of Dejp @) 2,78: 2,78: — —
Foreign currency forward contracts (2) 1,14¢ — 1,144 —
Total assets measured at fair value 232,05 230,90¢ 1,14/ —

(1) Included in shorterm investments on the Company's consolidatechbalshee
(2) Included in prepaid expenses and other currentsaassehe Company's consolidated balance ¢

As of December 31, 2012

Significant
Quoted market other Significant
prices in active observable unobservable
markets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Foreign currency forward contracts (3) (1,619 — (1,619 —
Total liabilities measured at fair value (1,619 — (1,619 —

(3) Included in other accrued liabilities on the Compamonsolidated balance sh

As of December 31, 2011

Significant
Quoted market other Significant
prices in active observable unobservable
markets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Cash equivalents-money-market funds $ 24.84: $ 2484 % —  $ —
Available-for-sale securities-Treasuries (1) 144,70: 144,70: — —
Available-for-sale securities-Certificates of Depp¢$) 94 94 — —
Foreign currency forward contracts (2) 1,233 — 1,23 —
Total assets measured at fair value $ 170,87¢ $ 169,64. $ 1,237 $ —

(1) Included in shorterm investments on the Company's consolidatechbalahee
(2) Included in prepaid expenses and other currentsassehe Company's consolidated balance ¢

As of December 31, 2011

Significant
Quoted market other Significant
prices in active observable unobservable
markets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Foreign currency forward contracts (3) $ (723 $ —  $ (723) % —
Total liabilities measured at fair value $ (7129 $ — 8 (7129 $ —

(3) Included in other accrued liabilities on the Compamonsolidated balance sh
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The Company's investments in cash equivalents andable-forsale securities are classified within Level 1 of flair value hierarct
because they are valued based on quoted marketspricactive markets. The Company enters into dareurrency forward contracts with o
those counterparties that have ldegm credit ratings of A+/A2 or higher. The Companfpreign currency forward contracts are clasgifsthin
Level 2 of the fair value hierarchy as they areuedl using pricing models that take into accountdbwract terms as well as currency rates
counterparty credit rates. The Company verifiesr@sonableness of these pricing models using vdidermarket data for related inputs into ¢
models. Additionally, the Company includes an ampent for nonperformance risk in the recognized measure of ¥alue of derivativ
instruments. At December 31, 2012 and Decembe@11 , the adjustment for ngerformance risk did not have a material impacthan fail
value of the Company's foreign currency forwardtaets. The carrying value of ndimancial assets and liabilities measured at falue in th
financial statements on a recurring basis, inclgdiacounts receivable and accounts payable, appatifair value due to their short maturities.

Note 14. Subsequent Event
Acquisition of AirCard Division of Sierra Wirelesdnc.

On January 28, 2013, the Company entered into a@eagent to acquire select assets and operatiotisedBierra Wireless, Inc. $ierre
Wireless”) AirCard business, including customer relationshipsrtain intellectual property, inventory and fixedsets for a total purchi
consideration of $138 milliom cash. The Company believes this acquisition aditelerate the mobile initiative of the servicevder busines
unit to become a global leader in providing theedatin LTE data networking access devices. Theséetion is subject to customary clos
conditions, including the receipt of necessary latguy clearances. Accordingly, the final purchasee is subject to adjustments to be made
closing.

QUARTERLY FINANCIAL DATA

(In thousands, except per share amounts)
(Unaudited)

The following table presents unaudited quartemaficial information for each of the Compasiast eight quarters. This information has |
derived from t he Company’unaudited financial statements and has been ngetan the same basis as the audited Consolidatethdta
Statements appearing elsewhere in this Annual RepoForm 10K. In the opinion of management, all necessary stdjents, consisting only
normal recurring adjustments, have been includestai® fairly the quarterly results.

December 31, September 30, July 1, April 1,

2012 2012 2012 2012
Net revenue $ 310,43t $ 315,21( $ 320,65! $ 325,62(
Gross profit $ 91,37¢ $ 97,68¢ $ 94,63¢ $ 99,84¢
Provision for income taxes $ 12,32t $ 9,92( $ 9,93t $ 10,56¢
Net income $ 16,07¢ $ 23,79: $ 21,52: $ 25,147
Net income per share—basic $ 04z $ 0.6z $ 057 $ 0.67
Net income per share—diluted $ 041 $ 0.61 $ 0.5¢ $ 0.6t

December 31, October 2, July 3, April 3,

2011 2011 2011 2011
Net revenue $ 309,15 $ 301,80( $ 291,24( $ 278,82:
Gross profit $ 94,97: $ 96,31( $ 90,377 $ 87,78t¢
Provision for income taxes $ 10,78( $ 6,17¢ $ 6,74z $ 9,142
Net income $ 22,83t $ 26,747 $ 20,597 $ 21,18¢
Net income per share—basic $ 0.61 $ 0.71 $ 0.5¢ $ 0.5¢
Net income per share—diluted $ 0.6C $ 0.7C $ 05¢ % 0.57
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Item 9. Changes in and Disagreements With Accountants orcéunting and Financial Disclosure
None.
Item 9A. Controls and Procedures

Managemen's Report on Internal Control Over Financial Repdrtg

Our management is responsible for establishingnagidtaining adequate internal control over finah@aorting (as defined in Rule 13&(f)
under the Exchange Act). Because of its inheremitdtions, internal control over financial repogimay not prevent or detect misstatements. .
projections of any evaluation of effectivenessutufe periods are subject to the risk that contnodsy become inadequate because of chang
conditions, or that the degree of compliance withpolicies or procedures may deteriorate.

Our management, including our Chief Executive @iffiand Chief Financial Officer, conducted an evédwmaof the effectiveness of ¢
internal control over financial reporting as of Beter 31, 2012 In making this assessment, our management usedrieria established
Internal Control-ntegrated Framework, issued by The Committee @hSpring Organizations of the Treadway Commissi©@®%0). Based ¢
managemeng’ assessment using those criteria, our managementuded that our internal control over financieperting was effective as
December 31, 2012 . The effectiveness of our iafecontrol over financial reporting as of DecemB&r 2012 has been audited
PricewaterhouseCoopers LLP, an independent regisfaublic accounting firm, as stated in their répdrich is included in this Annual Report
Form 10-K.

Changes in Internal Control Over Financial Reportm

There was no change in our internal control oveartial reporting that occurred during the fourtrader of fiscal year 201that ha
materially affected, or is reasonably likely to evally affect, our internal control over financialporting.

Evaluation of Disclosure Controls and Procedur

Based on an evaluation under the supervision attdtive participation of our management (including G€hief Executive Officer and Ch
Financial Officer), our Chief Executive Officer afthief Financial Officer have concluded that owgctbisure controls and procedures as defin
Rules 13a-15(e) and 15d-15(e) under the ExchangevAe effective as of the end of the period coddrg this Annual Report on Form X0to
ensure that information required to be discloseddin reports that we file or submit under theltame Act is (i) recorded, processed, summa
and reported within the time periods specifiedha SECS rules and forms and (ii) accumulated and comnati@icto our management, incluc
our Chief Executive Officer and Chief Financial i0ffr, as appropriate to allow timely decisions rdga required disclosure.

Item 9B. Other Information
None.
PART llI
Certain information required by Part lll is incorpted herein by reference from our proxy statemelated to our 2013 Annual Meeting

Stockholders, which we intend to file no later ti2® days after the end of the fiscal year covesethis Form 10-K.

Item 10. Directors, Executive Officers and Corporate Goverree

The information required by this Item concerning directors, executive officers, standing commiteed procedures by which stockholi
may recommend nominees to our Board of Direct@sncorporated by reference to the sections of Rnaxy Statement under the head
“Information Concerning the Nominees and Incumbiominees,” “Board and Committee Meetings,” “Audibi@mittee” and Section 16(c
Beneficial Ownership Reporting Compliance,” andthe information contained in the section captiofiedecutive Officers of the Registrant”
included under Part | of this Annual Report on FA®RK.

We have adopted a Code of Ethics that applies t@Cbief Executive Officer and senior financial offrs, as required by the SEC. The cu
version of our Code of Ethics can be found on aterhet site at http://www.netgear.com. Additional

98




Table of Contents

information required by this Item regarding our €aaf Ethics is incorporated by reference to thermiation contained in the section captic
“Corporate Governance Policies and Practices” inRyoxy Statement.

We intend to satisfy the disclosure requirementearittm 5.05 of Form & regarding an amendment to, or waiver from, a jzion of ou

Code of Ethics by posting such information on owbsite at http://www.netgear.com within four busmelays following the date of st
amendment or waiver.

Item 11. Executive Compensation
The information required by this Item is incorp@ty reference to the sections of our Proxy Statemnder the heading€bmpensatic

Discussion and Analysis,” “Executive CompensatiotDirector Compensation,” “Fiscal Year 2012 DirectGompensation,” Compensatic
Committee Interlocks and Insider Participation,did@Report of the Compensation Committee of the Ba#rDirectors.”

Item 12. Security Ownership of Certain Beneficial Owners abBnagement and Related Stockholder Matters

The additional information required by this Itemitigorporated by reference to the information ciorgd in the section captionedEquity
Compensation Plan Information ” in our Proxy Stagem

The additional information required by this Itemirisorporated by reference to the information cimatd in the section captione®é&curity
Ownership of Certain Beneficial Owners and Managgiria our Proxy Statement.

Item 13. Certain Relationships and Related Transactions, abitector Independence

The information required by this Item is incorpeéby reference to the information contained insbetion captioned “Election of Directors”
and “Related Party Transactions” in our Proxy Steget.

Item 14. Principal Accounting Fees and Services

The information required by this Item related taliadiees and services is incorporated by referéadhe information contained in the sec
captioned “Ratification of Appointment of Indepenti®egistered Public Accounting Firm” appearing@ur Proxy Statement.
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PART IV
Item 15. Exhibits, Financial Statement Schedule
(a) The following documents are filed as part @ tieport:
(1) Financial Statements.

Page

Report of Independent Registered Public Accourfging 52
Consolidated Balance Sheets as of December 31,&012011 53
Consolidated Statements of Operations for the theees ended December 31, 2012, 2011 and 2010 54
Consolidated Statements of Comprehensive Incoméaéothree years ended December 31, 2012, 2012Gird 55
Consolidated Statements of Stockholders’ Equityttierthree years ended December 31, 2012, 2012Girid 56
Consolidated Statements of Cash Flows for the thwaes ended December 31, 2012, 2011 and 2010 57
Notes to Consolidated Financial Statements 58
Quatrterly Financial Data (unaudited) 97
Management’s Report on Internal Control Over FimgrReporting 35

(2) Financial Statement Schedule.

The following financial statement schedule of NETAEE Inc. for the fiscal years ended December 31222011 and 2010 is filed as part of this
Form 10-K and should be read in conjunction with @onsolidated Financial Statements of NETGEAR, Inc

Schedule II—Valuation and Qualifying Accounts
(In thousands)

Balance at Balance
Beginning at End of
of Year Additions Deductions Year

Allowance for doubtful accounts:
Year ended December 31, 2012 $ 1,33 % 43 % (122) $ 1,25¢
Year ended December 31, 2011 1,481 (21) (125) 1,33t
Year ended December 31, 2010 2,03¢ (202) (35E) 1,481
Allowance for sales returns and product warranty:
Year ended December 31, 2012 58,20¢ 100,80t (95,32 63,69(
Year ended December 31, 2011 50,78¢ 86,31( (78,890 58,20¢
Year ended December 31, 2010 42,60: 78,28( (70,097 50,78¢
Allowance for price protection:
Year ended December 31, 2012 3,93( 9,92t (12,079 1,78
Year ended December 31, 2011 3,141 15,68¢ (14,90 3,93(
Year ended December 31, 2010 1,54t 13,01 (11,409 3,145

(3) Exhibits.

The exhibits listed in the accompanying Index tdiBits are filed or incorporated by reference as pfthis report.
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Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyisthas duly caused this Annual Re
to be signed on its behalf by the undersignedeti@p duly authorized, in the City of San JoseteStd California, on the 26th day of Febru
2013.

NETGEAR, INC.
Registrant
/sl PATRICK C.S. LO
Patrick C.S. Lo

Chairman of the Board and Chief Executive Officer
(Principal Executive Officer)

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each perstiose signature appears below constitutes andirgpPatrick C.S. L
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NETGEAR, INC.
2003 STOCK PLAN

(as amended effective upon the 2006 annual meetiofjstockholders)

1. Purposes of the Plaihe purposes of this 2003 Stock Plan are:

. to attract and retain the best available persorioel positions of substant
responsibility,

. to provide additional incentive to Employees,dators and Consultants, and
. to promote the success of the Company's business.

Options granted under the Plan may be IncentiveekS©Options or Nonstatutory Stock Options,
determined by the Administrator at the time of gr&tock Purchase Rights and Stock AppreciatiorhRignay also &
granted under the Plan.

2. Definitions. As used herein, the following definitions shalpdy:

(@ " Administrator” means the Board or any of its Committees as dballadministering the Plan,
accordance with Section 4 of the Plan.

(b) " Applicable Laws' means the requirements relating to the admirtistraof stock option plans under U
state corporate laws, U.S. federal and state sessulaws, the Code, any stock exchange or quataiystem on which tl
Common Stock is listed or quoted and the applicéles of any foreign country or jurisdiction wheBgtions or Stoc
Purchase Rights are, or will be, granted undePtha.

(c) " Board" means the Board of Directors of the Company.

(d) " Change in Contrdl means the occurrence of any of the following ¢sen

(i) Any "person" (as such term is used in Sections )18(al 14(d) of the Exchange Act) becomes
"beneficial owner" (as defined in Rule 13def the Exchange Act), directly or indirectly, sécurities of the Compa
representing fifty percent (50%) or more of theatatoting power represented by the Company's thestanding votin
securities;

(i) The consummation of the sale or disposition by @wmnpany of all or substantially all of 1
Company's assets;

(i) A change in the composition of the Board occurnvithin a twoyear period, as a result of wh
fewer than a majority of the directors are Incuntbd@mectors. "Incumbent Directors” means directatso either (A) ar
Directors as of the effective date of the Plan(B)rare elected, or nominated for election, toBoard with the affirmativ
votes of at least a majority of the Incumbent Diivex at the time of such election or nominationt (il not include ai
individual whose




election or nomination is in connection with anuattor threatened proxy contest relating to thetla of directors to tt
Company); or

(iv)  The consummation of a merger or consolidation ef @ompany with any other corporation, o
than a merger or consolidation which would resuolthe voting securities of the Company outstandingediately prio
thereto continuing to represent (either by remgrantstanding or by being converted into votingusigies of the survivin
entity or its parent) at least fifty percent (508bthe total voting power represented by the vosiagurities of the Compa
or such surviving entity or its parent outstandimgnediately after such merger or consolidation.

(e) " Code" means the Internal Revenue Code of 1986, as agdend

(H " Committee” means a committee of Directors appointed by tharB in accordance with Section 4 of
Plan.

(g0 " Common Stock means the common stock of the Company.

(h) " Company' means NETGEAR, Inc., a Delaware corporation.

(i) " Consultant' means any natural person, including an advisogaged by the Company or a Parer
Subsidiary to render services to such entity.

() " Director" means a member of the Board.
(k) " Disability " means total and permanent disability as define8dction 22(e)(3) of the Code.

() " Employee" means any person, including Officers and Diresstemployed by the Company or any Pe
or Subsidiary of the Company. A Service Providallshot cease to be an Employee in the case ahgi)leave of absen
approved by the Company or (ii) transfers betwemations of the Company or between the CompanyRatent, an
Subsidiary, or any successor. For purposes of tneerstock Options, no such leave may exceed nidetys, unles
reemployment upon expiration of such leave is guae by statute or contract. If reemployment ugxqpiration of a leay
of absence approved by the Company is not so gies@nthen three (3) months following the*day of such leave a
Incentive Stock Option held by the Optionee shadise to be treated as an Incentive Stock Optiorshalil be treated f
tax purposes as a Nonstatutory Stock Option. Nieghevice as a Director nor payment of a directeesby the Compai
shall be sufficient to constitute "employment” bg tCompany.

(m) " Exchange Act means the Securities Exchange Act of 1934, asdatke

(n) " Eair Market Value' means, as of any date, the value of Common Stetdrmined as follows:

(i) If the Common Stock is listed on any establishedlsexchange or a national market system, inclt
without limitation the Nasdaq National Market orelfNasdag SmallCap Market of The Nasdag Stock MaiteFai
Market Value shall be the closing sales price tahsstock (or the closing bid, if no sales wereorggal) as quoted on st
exchange or system on the day of determinatiomepsrted inThe Wall Street Journabr such other source as
Administrator deems reliable;
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(i)  If the Common Stock is regularly quoted by a recoguh securities dealer but selling prices are
reported, the Fair Market Value of a Share of Comr8tock shall be the mean between the high bid@mdsked price
for the Common Stock on the day of determinatienyeported inThe Wall Street Journadr such other source as
Administrator deems reliable; or

(iii) In the absence of an established market for the mtmmsStock, the Fair Market Value shall
determined in good faith by the Administrator.

(o) " Incentive Stock Optiorf means an Option intended to qualify as an ingensitock option within tt
meaning of Section 422 of the Code and the reguiatpromulgated thereunder.

(p) " Inside Director* means a Director who is an Employee.

(q) " Nonstatutory Stock Optiohmeans an Option not intended to qualify as aentige Stock Option.

() " Notice of Grant" means a written or electronic notice evidenciegtain terms and conditions of
individual Option or Stock Purchase Right grante Notice of Grant is part of the Option Agreement.

(s) " Officer " means a person who is an officer of the Compaititinvthe meaning of Section 16 of
Exchange Act and the rules and regulations prontedbéereunder.

(t) " Option" means a stock option granted pursuant to the Plan

(u) " Option Agreement means an agreement between the Company and @éam@gptevidencing the teri
and conditions of an individual Option grant. ThetiOn Agreement is subject to the terms and cooniitiof the Plan.

(v) " Optioned Stock' means the Common Stock subject to an Option, KSRurchase Right, or Stc
Appreciation Right.

(w) " Optionee" means the holder of an outstanding Option, Steukchase Right or Stock Apprecial
Right granted under the Plan.

(x) " Outside Directot' means a Director who is not an Employee.

(y) " Parent' means a "parent corporation,” whether now or diftee existing, as defined in Section 424(e
the Code.

(z) " Plan" means this 2003 Stock Plan.

(aa) " Qualifying Board Retirement means an Outside Director's termination from Bward, includin
pursuant to the Outside Director's death or Digghif such termination follows (i) five full years doard service ar
attainment of age 62 or greater, or (ii) ten faays of Board service.

(bb) " Restricted Stock means shares of Common Stock acquired pursuaatgmant of Stock Purche
Rights under Section 11 of the Plan.

(cc) " Restricted Stock Purchase Agreeménheans a written agreement between the Companytle
Optionee evidencing the terms and restrictionsyapglto stock purchased under a
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Stock Purchase Right. The Restricted Stock PurchAgseement is subject to the terms and conditidrithe Plan and tt
Notice of Grant

(dd) " Rule 16b3 " means Rule 16b-3 of the Exchange Act or any ssmeto Rule 1613, as in effect whe
discretion is being exercised with respect to tlaa P

(ee) " SAR Agreement means an agreement between the Company and an@pevidencing the terms ¢
conditions of an individual SAR grant. The SAR Agmeent is subject to the terms and conditions oPtlae and the Noti
of Grant.

(ff) " Stock Appreciation Right or " SAR" means an award that pursuant to Section 12 igm#ed as

SAR.

(gg) " Section 16(b) means Section 16(b) of the Exchange Act.

(hh) " Service Providet means an Employee, Director or Consultant.
(i) " Share" means a share of the Common Stock, as adjustectordance with Section 15 of the Plan.

(i) " Stock Purchase Riglitmeans the right to purchase Common Stock purdwaéection 11 of the Ple
as evidenced by a Notice of Grant.

(kk) " Subsidiary™ means a "subsidiary corporation”, whether nowhereafter existing, as defined
Section 424(f) of the Code.

3. Stock Subject to the PlarSubject to the provisions of Section 15 of thenPthe maximum aggregate nun
of Shares that may be optioned and sold underltrei® 750,000 Shares plus (a) any Shares which haen reserved t
not issued under the Company's 2000 Stock Optian @he "2000 Plan") as of the date of stockhodggroval of this Ple
and (b) any Shares returned to the 2000 Plan asudt of termination of options or repurchase ofrgh issued under f
2000 Plan. The shares may be authorized, but wedssu reacquired shares of our common stock.

If an Option, Stock Purchase Right or Stock Apmateon Right expires or becomes unexercisable wt
having been exercised in full, the unpurchased &hahich were subject thereto shall become availtdl future grant «
sale under the Plan (unless the Plan has termingexvided, however, that Shares that have actually beeedssoder th
Plan, whether upon exercise of an Option or righall not be returned to the Plan and shall nobimecavailable for futu
distribution under the Plan, except that if ShaséRestricted Stock are repurchased by the Comjpéartheir origine
purchase price, such Shares shall become avaitaifieture grant under the Pla

4. Administration of the Plan

(a) Procedure

(i)  Multiple Administrative Bodies Different Committees with respect to differenbgps of Servic
Providers may administer the Plan.

(i)  Section 162(m) To the extent that the Administrator determirte® ibe desirable to qualify Optic
granted hereunder as "performance-based compeamisaithin the meaning of

-4-




Section 162(m) of the Code, the Plan shall be adteired by a Committee of two or more "outside awes" within the
meaning of Section 162(m) of the Code.

(i)  Rule 16b3. To the extent desirable to qualify transactioeehnder as exempt under Rule Bjlbkhe
transactions contemplated hereunder shall be staegto satisfy the requirements for exemption uitide 16b-3.

(iv)  Other Administration Other than as provided above, the Plan shaldb@rastered by (A) the Boa
or (B) a Committee, which committee shall be cdnstd to satisfy Applicable Laws.

(b) Powers of the AdministratorSubject to the provisions of the Plan, and indage of a Committee, subj
to the specific duties delegated by the Board th SLommittee, the Administrator shall have the arity, in its discretion:

(i) to determine the Fair Market Value;

(i)  to select the Service Providers to whom Options¢clSPurchase Rights and Stock Appreciation R
may be granted hereunder;

(i) to determine the number of shares of Common Stodletcovered by each Option, Stock Purc
Right and Stock Appreciation Right granted hereunde

(iv) to approve forms of agreement for use under the; Pla

(v) to determine the terms and conditions, not incoasisvith the terms of the Plan, of any Option,cR
Purchase Right or Stock Appreciation Right grartteceunder. Such terms and conditions include, inhat limited tc
the exercise price, the time or times when Opti&@teck Purchase Rights and Stock Appreciation Rigidy be exercisi
(which may be based on performance criteria), aesting acceleration or waiver of forfeiture regtons, and an
restriction or limitation regarding any Option, 8toPurchase Right or Stock Appreciation Right @ shares of Comm:
Stock relating thereto, based in each case onfagtbrs as the Administrator, in its sole discnetishall determine;

(vi) to construe and interpret the terms of the Planaavards granted pursuant to the Plan;

(vii) to prescribe, amend and rescind rules and regokatielating to the Plan, including rules
regulations relating to sub-plans establishedHerpgurpose of satisfying applicable foreign laws;

(viii)  to modify or amend each Option, Stock Purchase tRighStock Appreciation Right (subject
Section 17(c) of the Plan), including the discneticy authority to extend the pdstmination exercisability period
Options longer than is otherwise provided for ia Bian;

(ix) to allow Optionees to satisfy withholding tax olaligpns by electing to have the Company with
from the Shares to be issued upon exercise of aBtock Purchase Right or Stock AppreciatioghRithat number «
Shares having a Fair Market Value equal to the mnimh amount required to be withheld. The Fair MaMXalue of th
Shares to be withheld shall be determined on tkettiat the amount of tax to be withheld is to beednined. All electior
by an Optionee to
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have Shares withheld for this purpose shall be nradach form and under such conditions as the Adtiator may dee
necessary or advisable;

(x) to authorize any person to execute on behalf o€Ci@pany any instrument required to effect thet
of an Option, Stock Purchase Right or Stock Apg@tsmn Right previously granted by the Administrator

(xi) to make all other determinations deemed necessagwisable for administering the Plan.

(c) Effect of Administrator's DecisionThe Administrator's decisions, determinations ewerpretations she
be final and binding on all Optionees and any ohiwdders of Options, Stock Purchase Rights or SAqgreciation Rights

5. Eligibility . Nonstatutory Stock Options, Stock Purchase RightsStock Appreciation Rights may be gra
to Service Providers. Incentive Stock Options maytanted only to Employees.

6. Limitations.

(&) Each Option shall be designated in the Option Agesg as either an Incentive Stock Option
Nonstatutory Stock Option. However, notwithstandsugh designation, to the extent that the aggrdgaiteMarket Valu
of the Shares with respect to which Incentive StOgkions are exercisable for the first time by @gtionee during ar
calendar year (under all plans of the Company andRarent or Subsidiary) exceeds $100,000, suclo®@pshall b
treated as Nonstatutory Stock Options. For purpob#ss Section 6(a), Incentive Stock Options Ebaltaken into accou
in the order in which they were granted. The Faarkét Value of the Shares shall be determined @iseofime the Optic
with respect to such Shares is granted.

(b) Neither the Plan nor any Option, Stock PurchaséntRag Stock Appreciation Right shall confer upor
Optionee any right with respect to continuing thgi@nee's relationship as a Service Provider with@ompany, nor sh
they interfere in any way with the Optionee's righthe Company's right to terminate such relatigmat any time, with ¢
without cause.

(c) The following limitations shall apply to grants Options:

(i) No Service Provider shall be granted, in any fisear of the Company, Options to purchase more
750,000 Shares.

(i) In connection with his or her initial service, a8ee Provider may be granted Options to purcha
to an additional 750,000 Shares, which shall nantagainst the limit set forth in subsection fpae.

(i) The foregoing limitations shall be adjusted proportely in connection with any change in
Company's capitalization as described in Section 15

(iv)  If an Option is cancelled in the same fiscal ydahe Company in which it was granted (other tha
connection with a transaction described in Sectib)) the cancelled Option will be counted agaihstlimits set forth i
subsections (i) and (ii) above. For this purposthe exercise price of an Option is reduced, thadaction will be treat
as a cancellation of the Option and the grantréwa Option.
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7. Term of Plan. Subject to Section 2@&f the Plan, the Plan shall become effective ugsradoption by tt
Board. It shall continue in effect for a term ofi f20) years unless terminated earlier under Sedfroof the Plan.

8. Term of Option. The term of each Option shall be stated in theddpAgreement. In the case of an Incer
Stock Option, the term shall be ten (10) years fthendate of grant or such shorter term as mayrdédged in the Optio
Agreement. Moreover, in the case of an IncentivelSOption granted to an Optionee who, at the tingelncentive Stoc
Option is granted, owns stock representing more tba percent (10%) of the total combined voting/@oof all classes
stock of the Company or any Parent or Subsididmgy,térm of the Incentive Stock Option shall be {8 years from tr
date of grant or such shorter term as may be peavia the Option Agreement.

9. Option Exercise Price and Consideration

(@) Exercise Price The per share exercise price for the Shares tesed pursuant to exercise of an Oy
shall be determined by the Administrator, subjedhe following:

(i) Inthe case of an Incentive Stock Option

(1) granted to an Employee who, at the time the Ingeen8tock Option is granted, owns st
representing more than ten percent (10%) of thenggtower of all classes of stock of the Companyay Parent «
Subsidiary, the per Share exercise price shallbdess than 110% of the Fair Market Value per Sbarthe date of grant.

(2) granted to any Employee other than an Employeerithescin paragraph (A) immediately abc
the per Share exercise price shall be no lessib@% of the Fair Market Value per Share on the daggant.

(i)  In the case of a Nonstatutory Stock Option, the $ieare exercise price shall be determined b
Administrator and shall be no less than 100% ofRthie Market Value per Share on the date of grant.

(i)  Notwithstanding the foregoing, Options may be gednivith a per Share exercise price of less
100% of the Fair Market Value per Share on the dagrant pursuant to a merger or other corporatesgaction.

(b) Waiting Period and Exercise DateAt the time an Option is granted, the Adminigiraghall fix the perio
within which the Option may be exercised and statermine any conditions that must be satisfiedrgethe Option me
be exercised.

(c) Eorm of Consideration The Administrator shall determine the acceptdblen of consideration f
exercising an Option, including the method of pagmén the case of an Incentive Stock Option, tlterdistrator sha
determine the acceptable form of consideratiorattime of grant. Such consideration may consigijest to Applicabl
Laws, entirely of:

(i) cash;
(i)  check;

(i)  promissory note;




(iv)  other Shares which, in the case of Shares acqdiredtly or indirectly from the Company, (A) he
been owned by the Optionee for more than six (&)thmon the date of surrender, and (B) have aNfaiket Value on th
date of surrender equal to the aggregate exerdse @f the Shares as to which said Option shaéercised,;

(v) consideration received by the Company under a esshéxercise program implemented by
Company in connection with the Plan;

(vi) areduction in the amount of any Company liabil@gythe Optionee, including any liability attribute
to the Optionee's participation in any Company-spoad deferred compensation program or arrangement;

(vii) any combination of the foregoing methods of payment

(viii)  such other consideration and method of paymerthiissuance of Shares to the extent permitts
Applicable Laws.

10. Exercise of Option

(a) Procedure for Exercise; Rights as a StockholdAny Option granted hereunder shall be exercit
according to the terms of the Plan and at suchstiamel under such conditions as determined by theiistrator and s
forth in the Option Agreement. Unless the Admirastr provides otherwise, vesting of Options grarteceunder shall |
suspended during any unpaid leave of absence. AinrOmay not be exercised for a fraction of a Share

An Option shall be deemed exercised when the Coynpaseives: (i) written or electronic notice
exercise (in accordance with the Option Agreemizath the person entitled to exercise the Optiowl, @ full payment fo
the Shares with respect to which the Option is @ged. Full payment may consist of any considemaiind method «
payment authorized by the Administrator and peerditty the Option Agreement and the Plan. Sharaedsspon exerci:
of an Option shall be issued in the name of theddpe or, if requested by the Optionee, in the nafrtee Optionee ar
his or her spouse. Until the Shares are issued\Vdenced by the appropriate entry on the bookh®ifCompany or of
duly authorized transfer agent of the Company)rigbt to vote or receive dividends or any othehtggas a stockholc
shall exist with respect to the Optioned Stockwmibistanding the exercise of the Option. The Compsimall issue («
cause to be issued) such Shares promptly afteDfitien is exercised. No adjustment will be madeaalividend or othe
right for which the record date is prior to thealdte Shares are issued, except as provided iro8d& of the Plan.

Exercising an Option in any manner shall decrelasenttimber of Shares thereafter available, bot
purposes of the Plan and for sale under the Opbpithe number of Shares as to which the Opti@xé&cised

(b) Termination of Relationship as a Service Providéran Optionee ceases to be a Service Providee)
than upon the Optionee's death or Disability, tiptiddee may exercise his or her Option within spehod of time as
specified in the Option Agreement to the extent tha Option is vested on the date of terminatiout n no event lat
than the expiration of the term of such Optionetdarth in the Option Agreement). In the abserica specified time in tr
Option Agreement, the Option shall remain exerdesér three (3) months following the Optionee'srimation. If, on th
date of termination, the Optionee is not vestetbdss or her entire Option, the Shares coverethbyunvested portion
the Option shall revert to the Plan. If, after teration, the Optionee does not exercise his
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or her Option within the time specified by the Adistrator, the Option shall terminate, and the 8taovered by su
Option shall revert to the Plan.

(c) Disability of Optionee. If an Optionee ceases to be a Service Providea essult of the Optione:
Disability, the Optionee may exercise his or heti@pwithin such period of time as is specifiective Option Agreeme
to the extent the Option is vested on the dateewhihation (but in no event later than the exporatof the term of suc
Option as set forth in the Option Agreement). la #bsence of a specified time in the Option Agreeriee Option she
remain exercisable for twelve (12) months followthg Optionee's termination. If, on the date ofieation, the Optione
is not vested as to his or her entire Option, thar& covered by the unvested portion of the Ostiradl revert to the Ple
If, after termination, the Optionee does not exardiis or her Option within the time specified lreréhe Option she
terminate, and the Shares covered by such Optalhrelvert to the Plan.

(d) Death of Optionee If an Optionee dies while a Service Provider, @mion may be exercised followi
the Optionee's death within such period of timasaspecified in the Option Agreement to the extidait the Option |
vested on the date of death (but in no event mayftion be exercised later than the expiratiothefterm of such Optic
as set forth in the Option Agreement), by the Qmals designated beneficiary, provided such beagfihias bee
designated prior to Optionee's death in a form @ted@e to the Administrator. If no such beneficiags been designated
the Optionee, then such Option may be exercisetthdpersonal representative of the Optionee'seestaby the person
to whom the Option is transferred pursuant to tipiddee’'s will or in accordance with the laws ofcknt and distributio
In the absence of a specified time in the Optiome&gient, the Option shall remain exercisable falvers (12) montfr
following Optionee's death. If, at the time of dedDptionee is not vested as to his or her entpBod, the Shares covel
by the unvested portion of the Option shall immtsharevert to the Plan. If the Option is not s@rxsed within the tirr
specified herein, the Option shall terminate, dre@l$hares covered by such Option shall revertad’tan. Notwithstandir
anything in the Plan to the contrary, an Optionsetsice shall be deemed to have terminated asuét iF Optionee's dec
if Optionee dies at any time prior to the expirataf the time period specified in the Option Agresor, if no time peric
is specified in the Option Agreement, at any timerpto the expiration of three (3) months follogithe date on whic
Optionee ceased to be a Service Provider.

11. Stock Purchase Righis

(@) Rights to PurchaseStock Purchase Rights may be issued either aloregdition to, or in tandem wi
other awards granted under the Plan and/or casldaw@ade outside of the Plan. All Stock Purchagt®Rimust have
purchase price of not less than the Fair Markeu¥alf the Shares. After the Administrator determitigat it will offel
Stock Purchase Rights under the Plan, it shallsadiie offeree in writing or electronically, by meaf a Notice of Grar
of the terms, conditions and restrictions relatethe offer, including the number of Shares thatdfferee shall be entitl
to purchase, the price to be paid, and the timbimvivhich the offeree must accept such offer. Ttiershall be accept
by execution of a Restricted Stock Purchase Agreéemehe form determined by the Administrator.

(b) Repurchase Option Unless the Administrator determines otherwise Restricted Stock Purchi
Agreement shall grant the Company a repurchaseropixercisable upon the voluntary or involuntamynieation of th
purchaser's service with the Company for any regguweiuding death or Disability). The purchase pritor Share
repurchased pursuant to the Restricted Stock Psechgreement shall be the original price paid l®yghrchaser and m
be paid by cancellation of any
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indebtedness of the purchaser to the Company.d&phechase option shall lapse at a rate determipéadebAdministrator.

(c) Other Provisions The Restricted Stock Purchase Agreement shathzosuch other terms, provisions
conditions not inconsistent with the Plan as magdtermined by the Administrator in its sole disiom

(d) Rights as a StockholderOnce the Stock Purchase Right is exercised, whehpser shall have the rig
equivalent to those of a stockholder, and shak séockholder when his or her purchase is entgped the records of tl
duly authorized transfer agent of the Company. Npsiment will be made for a dividend or other tigbr which the
record date is prior to the date the Stock PurcRaglet is exercised, except as provided in Sectlof the Plan.

12. Stock Appreciation Rights Each SAR grant shall be evidenced by a SAR Agesrthat shall specify tl
terms of the SAR, the conditions of exercise, thgiration date, and such other terms and conditaanthe Administratc
in its sole discretion, shall determine. Notwitimsting the foregoing, the rules of Sections 9(c) adaf the Plan also sh
apply to SARs. Upon exercise of a SAR, an Optiosieall be entitled to receive a payment from the gamy (at th
discretion of the Administrator, in cash, in Shaoésequivalent value, or in some combination th8rém an amour
determined by multiplying (i) the difference betwetne Fair Market Value of a Share on the datexefase over tr
exercise price, by (ii) the number of Shares watspect to which the SAR is exercised.

13.  Transferability of Options, Stock Purchase Rightsl &tock Appreciation Rights Unless determine
otherwise by the Administrator, an Option, StockdPase Right or Stock Appreciation Right may notsbéd, pledget
assigned, hypothecated, transferred, or disposedasfy manner other than by will or by the lawslescent or distributic
and may be exercised, during the lifetime of thei@ee, only by the Optionee. If the Administratoakes an Optio
Stock Purchase Right or Stock Appreciation Rigahsferable, such Option, Stock Purchase Right ackSAppreciatio
Right shall contain such additional terms and ctowl as the Administrator deems appropriate.

14. [REDACTED]

15. Adjustments Upon Changes in Capitalizatiorssbiution or Liquidation or Change in Control

(a) Changes in CapitalizationSubject to any required action by the stockhaldérithe Company, the num|
of shares of Common Stock that have been authofimedssuance under the Plan but as to which ndo@gt Stoc
Purchase Rights or Stock Appreciation Rights hage been granted or which have been returned toPtaa upo
cancellation or expiration of an Option, Stock Puage Right or Stock Appreciation Right, the numifeBhares that mi
be added annually to the Plan pursuant to Secf{ipraBd the number of shares of Common Stock at agethe price p
share of Common Stock covered by each such outsta@ption, Stock Purchase Right or Stock ApprémmaRight, sha
be proportionately adjusted for any increase orafese in the number of issued shares of Commork $salting from
stock split, reverse stock split, stock dividendimbination or reclassification of the Common Stawkany other increa
or decrease in the number of issued shares of Con8tuck effected without receipt of consideratignthe Compan
provided, however, that conversion of any convetgecurities of the Company shall not be deemédhte been "effect
without receipt of consideration.” Such adjustmsmll be made by the Board, whose determinatighanrespect shall |
final, binding and conclusive. Except as exprepstyvided herein,
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no issuance by the Company of shares of stockytkss, or securities convertible into sharestatlsof any class, sh.
affect, and no adjustment by reason thereof stathbhde with respect to, the number or price ofeshaf Common Stox
subject to an Option, Stock Purchase Right or Skggireciation Right.

(b) Dissolution or Liguidation In the event of the proposed dissolution or ligtion of the Company, t
Administrator shall notify each Optionee as soomprasticable prior to the effective date of sucbpgmsed transaction. T
Administrator in its discretion may provide for &ptionee to have the right to exercise his or hptidd or Stoc
Appreciation Right until ten (10) days prior to butansaction as to all of the Optioned Stock cedehereby, includir
Shares as to which the Option or Stock AppreciatRight would not otherwise be exercisable. In addit the
Administrator may provide that any Company repusehaption applicable to any Shares purchased upertise of a
Option or Stock Purchase Right shall lapse aslteuah Shares, provided the proposed dissolutidiguidation takes plac
at the time and in the manner contemplated. Tee#tent it has not been previously exercised, ano@pstock Purcha:
Right or Stock Appreciation Right will terminate nmediately prior to the consummation of such progasstion.

(c) Change in ContralIn the event of a Change in Control, each outbtenOption, Stock Purchase Right
restricted stock issued pursuant to a Stock PuecRaght) and Stock Appreciation Right shall be assd or an equivale
option or right substituted by the successor caton or a Parent or Subsidiary of the successqguocation. With respe
to Options or SARs granted to an Outside Directatan the Plan, such Options or SARs shall vestlirupon a Change
Control.

In the event that the successor corporation reftsemssume or substitute for the Option, S
Purchase Right (or restricted stock issued pursitaat Stock Purchase Right) or Stock AppreciatiogghR the Optione
shall fully vest in and have the right to exerdise Option, Stock Purchase Right (or restrictedksissued pursuant tc
Stock Purchase Right) or Stock Appreciation Rightoaall of the Optioned Stock, including Sharesoashich it would nc
otherwise be vested or exercisable. If an OptidoclS Purchase Right (or restricted stock issuedsyamt to a Stoc
Purchase Right) or Stock Appreciation Right becofollg vested and exercisable in lieu of assumptiorsubstitution i
the event of a Change in Control, the Administratoall notify the Optionee in writing or electroally that the Optior
Stock Purchase Right or Stock Appreciation Riglatldbe fully vested and exercisable for a periodiftéen (15) days froi
the date of such notice, and the Option, Stock lse Right or Stock Appreciation Right shall teraténupon th
expiration of such period, or with respect to riegtd stock issued pursuant to a Stock Purchaset,Rltat such restrict
stock shall become 100% vested immediately pridhéoChange in Control.

For the purposes of this subsection (c), the Opt8inock Purchase Right (or restricted stock is
pursuant to a Stock Purchase Right) or Stock Apatiea Right shall be considered assumed if, follgythe Change
Control, the option or right confers the right targhase or receive, for each Share of OptionedkStobject to the Optio
Stock Purchase Right (or restricted stock issuedsyaunt to a Stock Purchase Right) or Stock ApptieciaRigh
immediately prior to the Change in Control, thesidaration (whether stock, cash, or other secardreproperty) or, in tt
case of a Stock Appreciation Right upon the exeroiswhich the Administrator determines to pay ¢akk fair marke
value of the consideration, received in the Chamg€ontrol by holders of Common Stock for each $hlaeld on th
effective date of the transaction (and if holdeesavoffered a choice of consideration, the typeasfsideration chosen
the holders of a majority of the outstanding Sham@®vided, however, that if such consideratiotereed in the Change
Control is not solely common stock of the successoporation or its Parent, the Administrator maith the consent of t
successor corporation, provide for the considenatdoe received upon the exercise of the OptitwckSPurchase
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Right (or restricted stock issued pursuant to ackStBurchase Right) or Stock Appreciation Right, &ach Share
Optioned Stock subject to the Option, Stock PuretRight (or restricted stock issued pursuant teogkSPurchase Rigt
or Stock Appreciation Right, to be solely commowocktof the successor corporation or its Parentldguair market valu
to the per share consideration received by holde@ommon Stock in the Change in Control.

16. Date of Grant The date of grant of an Option, Stock PurchagitRir Stock Appreciation Right shall be,
all purposes, the date on which the Administratakes the determination granting such Option, Stgichase Right
Stock Appreciation Right, or such other later dadds determined by the Administrator. Notice @ thetermination shi
be provided to each Optionee within a reasonatle &fter the date of such grant.

17. Amendment and Termination of the Plan

() Amendment and TerminatiariThe Board may at any time amend, alter, suspetetminate the Plan.

(b)  Stockholder Approval The Company shall obtain stockholder approvahmf Plan amendment to
extent necessary and desirable to comply with Applie Laws. The Company shall not effect an optioBAR repricin
or underwater option or SAR exchange with respedDptions or SARs granted under the Plan withast fbbtainin
stockholder approval thereof.

(c) Effect of Amendment or TerminationNo amendment, alteration, suspension or ternunatf the Pla
shall impair the rights of any Optionee, unless ually agreed otherwise between the Optionee andAtrainistrator
which agreement must be in writing and signed ley@ptionee and the Company. Termination of the Bleall not affec
the Administrator's ability to exercise the powgranted to it hereunder with respect to OptionsciEPurchase Rights a
Stock Appreciation Rights granted under the Plaor po the date of such termination.

18. Conditions Upon Issuance of Shares

(a) Legal Compliance Shares shall not be issued pursuant to the eeeofian Option, Stock Purchase R
or Stock Appreciation Right unless the exercissuwafh Option, Stock Purchase Right or Stock ApptiecieRight and th
issuance and delivery of such Shares shall comjgly Applicable Laws and shall be further subjecttite approval «
counsel for the Company with respect to such canpé.

(b) Investment Representation#\s a condition to the exercise of an Option, BtBarchase Right or Sto
Appreciation Right, the Company may require thesperexercising such Option, Stock Purchase RighStock
Appreciation Right to represent and warrant attilme of any such exercise that the Shares are hminghased only fi
investment and without any present intention tb aetlistribute such Shares if, in the opinion otinsel for the Compar
such a representation is required.

19. Inability to Obtain Authority. The inability of the Company to obtain authoritpm any regulatory boc
having jurisdiction, which authority is deemed bg tCompany's counsel to be necessary to the lasguhnce and sale
any Shares hereunder, shall relieve the Compamnyfiability in respect of the failure to issue s®ll such Shares as
which such requisite authority shall not have betained.
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20. Reservation of SharesThe Company, during the term of this Plan, wilaktimes reserve and keep avail:
such number of Shares as shall be sufficient iefgdhe requirements of the Plan.

21. Stockholder Approval The Plan shall be subject to approval by theks$tolclers of the Company with
twelve (12) months after the date the Plan is asthfbuch stockholder approval shall be obtaingddléermanner and to t
degree required under Applicable Laws.
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NETGEAR, INC.
2003 STOCK PLAN
STOCK OPTION AGREEMENT

Unless otherwise defined herein, the terms defingtle 2003 Stock Plan shall have the same defimeanings i
this Stock Option Agreement.

I. NOTICE OF STOCK OPTION GRANT

Optionee Name and address

You have been granted an option to purchase Con8tawk of the Company, subject to the terms anditond of
the Plan and this Option Agreement, as follows:

Date of Grant

Vesting Commencement Date

Exercise Price per Share

Total Number of Shares Granted

Total Exercise Price

Type of Option: __ Incentive Stock Option
____Nonstatutory Stock Option

Term/Expiration Date:

Vesting Schedule

This Option shall be exercisable, in whole or intjpa accordance with the following schedule:

25% of the Shares subject to the Option shall tvesive months after the Vesting Commencement Cate,1/48 ¢
the Shares subject to the Option shall vest eachtimthereafter on the same day of the month asWbsting
Commencement Date (and if there is no corresporatiygon the last day of the month), subject toQp&onee continuir
to be a Service Provider on such dates.
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Accelerated Vesting

Notwithstanding the vesting schedule above, 100%h®fShares subject to the Option shall vest ©nu@p Chanc
in Control; or (i) Optionee's termination of empioent as a result of Retirement (as defined beldeath or Disability.

For purposes of this Option Agreement, “Retiremesitall mean termination of Optionee's employment wlite
Company or any Parent or Subsidiary for retirenpemposes if such termination occurs (1) on or dfteror her sixtyfifth
birthday; or (2) on or after his or her fiffifth birthday with the written consent of the Chigxecutive Officer of th
Company or, in the case of the Chief Executive d@ffs retirement, with the consent of the Admiaistr. In no event shi
termination of a Consultant's services with the @any or any Parent or Subsidiary be treated astiseRent under th
Option Agreement.

Termination Period

Except as described below, this Option may be ésexicfor three months after Optionee ceases to Beraice
Provider. Upon Optionee's termination of employmesa result of Retirement or Disability, this @ptimay be exercis
for three years after Optionee ceases to be andyegl Upon the death of a Option while employedhagyCompany (
any Parent or Subsidiary or after terminating ysom of Retirement or Disability, the Option shadl exercisable by n
later than the earliest of one year after the détdeath or three years after the date of ternonatiue to Retirement
Disability. In no event shall this Option be exeed later than the Term/Expiration Date as providiedve and may |
subject to earlier termination as provided in Secti5(c) of the Plan.

By your acceptance and/or exercise of this Optyon, and the Company agree that this Option is gchohder ar
governed by the terms and conditions of the Plath this Option Agreement. Optionee has reviewedRla and thi
Option Agreement in their entirety, has had an ojymity to obtain the advice of counsel prior teeeuting this Optio
Agreement and fully understands all provisionst@ Plan and Option Agreement. Optionee hereby agreaccept
binding, conclusive and final allecisions or interpretations of the Administratpon any questions relating to the Plan
Option Agreement. Optionee further agrees to noktieyCompany upon any change in his or her resedaddress.

. AGREEMENT

A. Grant of Option

The Plan Administrator of the Company hereby graotthe Optionee named in the Notice of Grant attdca
Part | of this Agreement (the “Optionee”) an optighe “Option”)to purchase the number of Shares, as set forthe
Notice of Grant, at the exercise price per shatdasth in the Notice of Grant (th“Exercise Price”)subject to the tern
and conditions of the Plan, which is incorporatedein by reference. Subject to Section 16(c) ofRta, in the event of
conflict between the terms and conditions of thenRind the terms and conditions of this Option Agrent, the terms a
conditions of the Plan shall prevail.

If designated in the Notice of Grant as an Incen®tock Option (“ISO”)this Option is intended to qualify as
Incentive Stock Option under Section 422 of the €ddbwever, if this
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Option is intended to be an Incentive Stock Opttorthe extent that it exceeds the $100,000 ruléaxfe Section 422(d)
shall be treated as a Nonstatutory Stock OptiorsON).

B. Exercise of Option

(@) Right to Exercise This Option is exercisable during its term in @dance with the Vestii
Schedule set out in the Notice of Grant and thdiegige provisions of the Plan and this Option Agrent.

(b) Method of Exercise This Option is exercisable by delivery of an ex& notice, in the for
attached as Exhibit fthe “Exercise Notice”)which shall state the election to exercise the @ptihe number of Shares
respect of which the Option is being exercised {(Eeercised Shares”and such other representations and agreeme
may be required by the Company pursuant to theigoms of the Plan. The Exercise Notice shall begleted by th
Optionee and delivered to the Stock Administratiothe Company. The Exercise Notice shall be aca@mea by payme
of the aggregate Exercise Price as to all Exerc8etes. This Option shall be deemed to be exercigen receipt by t
Company of such fully executed Exercise Notice aguanied by such aggregate Exercise Price.

No Shares shall be issued pursuant to the exeotidgs Option unless such issuance and exercisglies witl
Applicable Laws. Assuming such compliance, for meotax purposes the Exercised Shares shall bedevaditransferre
to the Optionee on the date the Option is exercigddrespect to such Exercised Shares.

C. Method of Payment

Payment of the aggregate Exercise Price shall kanipyof the following, or a combination thereoftla election c
the Optionee:

1. cash;

2. check;

3. consideration received by the Company under a fooashless exercise program implemente
the Company in connection with the Plan; or

4. surrender of other Shares which have a Fair Maviedie on the date of surrender equal tc

aggregate Exercise Price of the Exercised Sharesjded that accepting such Shares, in the soleratisn of thi
Administrator, will not result in any adverse acantng consequences to the Company.

D. Non-Transferability of Option

This Option may not be transferred in any mannbemtise than by will or by the laws of descent wtrdbutior
and may be exercised during the lifetime of Opteomamly by the Optionee. The terms of the Plan dmsl Optior
Agreement shall be binding upon the executors, agtnators, heirs, successors and assigns of thier@p.
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E. Term of Option.

This Option may be exercised only within the teehaut in the Notice of Grant, and may be exercthathg suc
term only in accordance with the Plan and the tesfrikis Option Agreement.
F. Tax Obligations

(a) Withholding Taxes Optionee agrees to make appropriate arrangemathtshe Company (or tt
Parent or Subsidiary employing or retaining Opte)nfer the satisfaction of all Federal, state, laoal foreign income ai
employment tax withholding requirements applicatolehe Option exercise. Optionee acknowledges @nees that tt
Company may refuse to honor the exercise and refudeliver Shares if such withholding amountsrasedelivered at tf
time of exercise.

(b) Notice of Disqualifying Disposition of ISO ShareH the Option granted to Optionee herein i
ISO, and if Optionee sells or otherwise disposeanyf of the Shares acquired pursuant to the ISOr drefore the later
(1) the date two years after the Date of Grant(X)rthe date one year after the date of exerclse,Qptionee sh:
immediately notify the Company in writing of sucisgbsition. Optionee agrees that Optionee may bgsuto income te
withholding by the Company on the compensationnmeoecognized by the Optionee.

(c) Code Section 409A Under Code Section 409A, an option that veser &ecember 31, 2004
that vested on or prior to such date but which maserially modified after October 3, 2004) that vgmanted with a p
Share exercise price that is determined by theratdRevenue Service (the “IRSY be less than the Fair Market Valu
a Share on the date of grant (a “Discount Optiondy be considered “deferred compensatignDiscount Option ma
result in (i) income recognition by Optionee priorthe exercise of the option, (ii) an additionaknty percent (209
federal income tax, and (iii) potential penalty antkrest charges. The Discount Option may alsolrés additional stai
income, penalty and interest charges to the Optio@ptionee acknowledges that the Company canmbthas nc
guaranteed that the IRS will agree that the pereSagercise price of this Option equals or exceleed-air Market Value
a Share on the Date of Grant in a later examina@gptionee agrees that if the IRS determines tl@aCption was grant
with a per Share exercise price that was less tiwarair Market Value of a Share on the date ohtgr@ptionee will b
solely responsible for Optionee's costs relatexithh a determination.

G. Entire Agreement; Governing Law

The Plan is incorporated herein by reference. Tlha Bnd this Option Agreement con-gtie the entire agreemu
of the parties with respect to the subject matezedf and supersede in their entirety all priorartakings and agreeme
of the Company and Optionee with respect to thgestimatter hereof, and may not be modified advgtsethe Optionee
interest except by means of a writing signed by @oenpany and Optionee. This agreement is govergeithd interne
substantive laws, but not the choice of law ruté<;alifornia.

H. NO GUARANTEE OF CONTINUED SERVICE.

OPTIONEE ACKNOWLEDGES AND AGREES THAT THE VESTING FOSHARES PURSUANT TO TH
VESTING SCHEDULE HEREOF IS EARNED ONLY BY CONTINUIE AS A SERVICE PROVIDER AT THE WIL
OF THE COMPANY (AND NOT THROUGH THE ACT OF BEING IRED, BEING GRANTED AN OPTION O
PURCHASING SHARES HEREUNDER). OPTIONEE FURTHER ACRM/LEDGES AND AGREES THAT THI
AGREEMENT, THE
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TRANSACTIONS CONTEMPLATED HEREUNDER AND THE VESTINGCHEDULE SET FORTH HEREIN D
NOT CONSTITUTE AN EXPRESS OR IMPLIED PROMISE OF CODINNUED ENGAGEMENT AS A SERVICI
PROVIDER FOR THE VESTING PERIOD, FOR ANY PERIOD, @R ALL, AND SHALL NOT INTERFERE WITF
OPTIONEE'S RIGHT OR THE COMPANY'S RIGHT TO TERMINATOPTIONEE'S RELATIONSHIP AS A SERVIC
PROVIDER AT ANY TIME, WITH OR WITHOUT CAUSE.
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EXHIBIT A
NETGEAR, INC.

2003 STOCK PLAN
EXERCISE NOTICE

NETGEAR, Inc.
350 East Plumeria Drive
Santa Clara, CA 95134

Attention: Stock Administrator

1. Exercise of Option Effective as of today, , he, undersigned (“Purchasgr”
hereby elects to purchase shares “@hares”) of the Common Stock of NETGEAR, Inc. (
“Company”) under and pursuant to the 2003 Stock Riae “Plan”)and the Stock Option Agreement dated,

“Option Agreement”).Subject to adjustment in accordance with Sectiownflthe Plan, the purchase price for the St
shall be $ _, as required by the Option Agregme

2. Delivery of Payment Purchaser herewith delivers to the Company thetuchase price for the Shares.

3. Representations of PurchasdPurchaser acknowledges that Purchaser has rdceesd and understc
the Plan and the Option Agreement and agrees d¢& ddyi and be bound by their terms and conditions.

4, Rights as ShareholderUntil the issuance (as evidenced by the apprtpreatry on the books of t
Company or of a duly authorized transfer agenhef@ompany) of the Shares, no right to vote orivecgividends or ar
other rights as a shareholder shall exist witheesfo the Optioned Stock, notwithstanding the @se of the Option. Tt
Shares so acquired shall be issued to the Optiasmiseon as practicable after exercise of the Optoradjustment will k
made fozc ?qdiVifdend or other right for which trexord date is prior to the date of issuance, exasgiro-vided in Sec-
tion 14 of the Plan.

5. Tax Consultation Purchaser understands that Purchaser may sdfferse tax consequences as a res
Purchaser's purchase or disposition of the ShRregshaser represents that Purchaser has consulkedny tax consultan
Purchaser deems advisable in connection with thehpse or digosition of the Shares and that Purchaser is tyghgeon
the Company for any tax advice.
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6. Entire Agreement; Governing LawTlhe Plan and Option Agreement are incorporatediimdy referenc
This Agreement, the Plan and the Option Agreementstitute the entire agreement of the parties with retspe the
subject matter hereof and supersede in their éntaié prior undertakings and agreements of the gamy and Purchas
with respect to the subject matter hereof, and nwype modified adversely to the Purchaser's istenecept by means o
writing signed by the Company and Purchaser. Threement is governed by the internal substantiwes,ldut not th
choice of law rules, of California.

Submitted by: Accepted by:
PURCHASER: NETGEAR, INC.
Signature By

Print Name Its

Address: Address

350 East Plumeria Drive

Santa Clara, CA 95134

Date Received
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NETGEAR, INC.

2003 EMPLOYEE STOCK PURCHASE PLAN

(amended March 23, 2012)
The following constitute the provisions of the Employeac&tPurchase Plan of NETGEAR, Inc.

1. Purpose The purpose of the Plan is to provide employees of thep@oynand its Designated Subsidia
with an opportunity to purchase Common Stock of the Copngfanough accumulated payroll deductions. It is the interiothe
Company to have the Plan qualify as an “Employee Stock PurEtt@stunder Section 423 of the Code, although the Conr
makes no undertaking or representation to maintain suchfiqat@in. In addition, this Plan document authorizes the tgoé
options under a non-423(b) Plan (“Non-423(b) Componewtijch do not qualify under Section 423(b) of the Codee
provisions of the Plan, accordingly, shall be construed g0 astend and limit participation in a uniform and noodisinatory
basis consistent with the requirements of Section 423 uhlessffering is made under the Non-423(b) ComponenteoPthn.

2. Definitions.

(&) “ Administrator” shall mean the Board or any Committee designatettidoyoard to administer t
Plan pursuant to Section 14.

(b) “ Board” shall mean the Board of Directors of the Company.

(c) “Change of Control shall mean the occurrence of any of the followawgnts:

(i) Any “person” @s such term is used in Sections 13(d) and 14(theoExchange Act) becon
the “beneficial owner” (as defined in Rule 13df the Exchange Act), directly or indirectly, sécurities of th
Company representing fifty percent (50%) or morehaf total voting power represented by the Compmaniyer
outstanding voting securities;

(i)  The consummation of the sale or disposition byGlenpany of all or substantially all of 1
Company’s assets;

(i)  The consummation of a merger or consolidation ef@@mpany, with any other corporati
other than a merger or consolidation which wouldulein the voting securities of the Company ourtdiac
immediately prior thereto continuing to represagither by remaining outstanding or by being coreeihto voting
securities of the surviving entity or its parertt)east fifty percent (50%) of the total voting pemrepresented by t
voting




securities of the Company, or such surviving entityits parent outstanding immediately after suckrgar o
consolidation; or

(iv) A change in the composition of the Board, as alreguvhich fewer than a majority of t
Directors are Incumbent Directors. “Incumbent Dioes” shall mean Directors who either (A) are Directorshe
Company, as applicable, as of the date hereofBpale elected, or nominated for election, to tleaud with th
affirmative votes of at least a majority of thoseedtors whose election or nomination was not innation witl

relating to the election of Directors of the Conypan

(d) * Code” shall mean the Internal Revenue Code of 198@nasnded.

(e) “Code Section 423(b) Plgnshall mean an employee stock purchase plan whidesgined to me
the requirements set forth in Section 423(b) of @loele, as amended. The provisions of the Codedpedfi3(b) Pla
should be construed, administered and enforcedaardance with Section 423(b).

(H “ Committee” means a committee appointed by the Board.

(@) “ Common StocK shall mean the common stock of the Company.

(h) * Company” shall mean NETGEAR, Inc., a Delaware corporation.

(i) “ Compensatiori shall mean all base straight time gross earningmnassions, bonuses, overti
and shift premiums, but exclusive of payments foy ather compensation. The Administrator may eghblin its
discretion and on a uniform and nondiscriminatoagib, a different definition of Compensation prioran applicabl
Offering Date, which definition may vary among Rapants who are participating in separate Offerftgyiods or th
Non-423(b) Component of the Plan.

() “ Designated Subsidiary shall mean any Subsidiary selected by the Admatistras eligible t
participate in the Plan.

(k) “ Director” shall mean a member of the Board.

() *“Eligible Employe€’ shall mean any individual who is a common law emgéoof the Company
any Designated Subsidiary and whose customary gmelot with the Company or Designated Subsidiargitiseas
twenty (20) hours per week and more than five (bpths in any calendar year except for certain eygase of certal
Designated Subsidiaries that are participatindi@aNon423(b) Component of the Plan that the Administratay, fron
time to time, designate as ineligible to partiogoat the Plan. For purposes of the Plan, the empdoy




relationship shall be treated as continuing intelaile the individual is on sick leave or other leasf absence approv
by the Company. Where the period of leave excdade t(3) months and the individuakight to reemployment is r
guaranteed either by statute or by contract, thpl&yment relationship shall be deemed to have teated three (.
months and one (1) day following the commencemegsatioch leave.

(m) “Exchange Act shall mean the Securities Exchange Act of 1934raended.

(n) “ Exercise Date” for Offering Periods commencing on and after Augys2012, shall me:i
February 15 and August 1B each year, or the immediately preceding Traddag if February 15 or August 15 is nc
Trading Day.

(o) * Fair Market Value” shall mean, as of any date, the value of CommorkStietermined ¢

follows:

(i) If the Common Stock is listed on any establishegksexchange or a national market sys
including without limitation the Nasdag Global S#lélarket, the Nasdaq Global Market or the Nasdagit@
Market of the Nasdaq Stock Market, its Fair Markalue shall be the closing sales price for sucleksior the
closing bid, if no sales were reported) as quotedsoch exchange or system on the date of deternorinad:
reported inThe Wall Street Journalr such other source as the Board deems reliable;

(i)  If the Common Stock is regularly quoted by a recopgeh securities dealer but selling prices
not reported, its Fair Market Value shall be theamef the closing bid and asked prices for the Comi&tock o
the date of determination, as reportedive Wall Street Journar such other source as the Board deems reliab

(i)  In the absence of an established market for thermmStock, the Fair Market Value ther
shall be determined in good faith by the Board.

(p) *“ Offering Date” shall mean the first Trading Day of each Offeripgriod.

(q) “ Offering Periods’ shall mean the periods of approximately six (6) therduring which an optic
granted pursuant to the Plan may be exercisedcamnencing on the first Trading Day on or after fieeby 16 an
August 16 of each year and terminating on the ¥alhg August 15 and February 15, or the immediafaigcedin
Trading Day if August 15 or February 15 is not ading Day; provided, however, that an Offering widlmmence c
August 1, 2012 and terminate on February 15, 20itl3 thhe next Offering Period to commence on Felyd#, 201%
The duration and timing of Offering Periods maychanged pursuant to Section 4 of this Plan.




() “ Parent’ shall mean a “parent corporatiowhether now or hereafter existing, as defined ictiSe
424(e) of the Code.

(s) “Plan” shall mean this Employee Stock Purchase Plan, whatbhdes a Code Section 423(b) F
and a Non-423(b) Component.

(t) “ Purchase Pricé shall mean 85% of the Fair Market Value of a slfidr€ommon Stock on tl
Exercise Date; provided however, that the PurcRame may be adjusted by the Administrator purst@m&ection 20.

(u) “ Subsidiary” shall mean a “subsidiary corporatiorwhether now or hereafter existing, as def
in Section 424(f) of the Code.

(v) * Trading Day” shall mean a day on which national stock exchaagesthe Nasdaq System
open for trading.

3. Eligibility .

(a) Offering Periods Any Eligible Employee on a given Offering DateaBtbe eligible to participate

the Plan.

(b) Limitations. Any provisions of the Plan to the contrary nohstanding, no Eligible Employee st
be granted an option under the Plan (i) to thergxteat, immediately after the grant, such Eligieleployee (or ar
other person whose stock would be attributed td &ligible Employee pursuant to Section 424(d)h&f €Code) woul
own capital stock of the Company or any Parent wos&liary of the Company and/or hold outstandingioos tc
purchase such stock possessing five percent (5%jooe of the total combined voting power or valdielb classes ¢
the capital stock of the Company or of any Parer@ubsidiary of the Company, or (ii) to the extddt his or her righ
to purchase stock under all employee stock purcplase (as defined in Section 423 of the Codehef@Gompany or ai
Parent or Subsidiary of the Company accrues ateawhich exceeds Twenfyive Thousand Dollars ($25,000) wortt
stock (determined at the Fair Market Value of tharss at the time such option is granted) for eadbndar year
which such option is outstanding at any time, aterd@ned in accordance with Section 423 of the Cadd thi
regulations thereunder.

4. Offering Periods. The Plan shall be implemented by consecutive Offering Perdth a new Offerin
Period commencing on the first Trading Day on or after Fepri@and August 16 of each year, or on such other date asne
shall determine, and continuing thereafter until terminatedcoordance with Section 20 hereof, except that an Offerin
commence on August 1, 2012 and terminate on February 15,vé@i3he next Offering Period to commence on Februar
2013. The Administrator shall have the power to change tingtidn of Offering Periods (including the commencement
thereof)




with respect to future offerings without shareholder approv&ich change is announced prior to the scheduled begiohitiig
first Offering Period to be affected thereafter.

5. Participation. An Eligible Employee may become a participant in the Plan byptaiing a subscriptic
agreement authorizing payroll deductions in the form of Ikl to this Plan and filing it with the Comparsypayroll office pric
to the applicable Offering Date.

6. Payroll Deductions

(&) At the time a participant files his or her substioip agreement, he or she shall elect to have
deductions made on each pay day during the Offdfiegod in an amount not exceeding 10% of the Coisgueor
which he or she receives on each pay day durin@ffexing Period; provided, however, that shoulplag day occur ¢
an Exercise Date, a participant shall have thegdlageductions made on such day applied to hiseoraecount under t
new Offering Period. A participast’'subscription agreement shall remain in effecstarcessive Offering Periods unl
terminated as provided in Section 10 hereof.

(b) Payroll deductions for a participant shall commeodhe first payday following the Offering D
and shall end on the last payday in the Offeringdéeo which such authorization is applicable assl sooner terminalt
by the participant as provided in Section 10 hereof

(c) All payroll deductions made for a participant szl credited to his or her account under the
and shall be withheld in whole percentages onlpa#icipant may not make any additional paymertts snich account.

(d) A participant may discontinue his or her participatin the Plan as provided in Section 10 he
or may increase or decrease the rate of his opéoll deductions during the Offering Period bynpbeting or filing
with the Company a new subscription agreement azihg a change in payroll deduction rate. The Adistrator may
in its discretion, limit the nature and/or numbérparticipation rate changes during any Offeringiéte The change
rate shall be effective with the first full payrgkriod following five (5) business days after @empanys receipt of th
new subscription agreement unless the Companysédtegrrocess a given change in participation marekty.

(e) Notwithstanding the foregoing, to the extent neagst comply with Section 423(b)(8) of the C
and Section 3(b) hereof, a participanpayroll deductions may be decreased to zero pe(0&o) at any time during
Offering Period. Payroll deductions shall recomneeatthe rate originally elected by the participaffiéctive as of tr
beginning of the first Offering Period which is scluled to end in the following calendar year, unlesminated by tt
participant as provided in Section 10 hereof.




() At the time the option is exercised, in whole opart, or at the time some or all of the Company’

Common Stock issued under the Plan is disposethefparticipant must make adequate provision fer@ompanyg
federal, state, or other tax liability payable toyauthority, national insurance, social securityother tax withholdin
obligations, if any, which arise upon the exer@$¢he option or the disposition of the Common &tdkt any time, th
Company or the employing Designated Subsidiarnygmsicable, may, but shall not be obligated tohhatid from th
participants compensation the amount necessary for the Contpamget applicable withholding obligations, indhg
any withholding required to make available to thmr@any or the employing Designated Subsidiary,pgdiGable, an
tax deductions or benefits attributable to saleanty disposition of Common Stock by the Eligiblmioyee.

7. Grant of Option On the Offering Date of each Offering Period, each Eliginisloyee participating in su
Offering Period shall be granted an option to purchase on essttife Date during such Offering Period (at the appli
Purchase Price) up to a number of shares of the Company’s @oi8tack determined by dividing such Eligible Emplogee’
payroll deductions accumulated prior to such Exercise Date andeetiai the participard’account as of the Exercise Date by
applicable Purchase Price; provided that in no event shall aibl&ligmployee be permitted to purchase during each Of
Period more than 10,000 shares of the Comga@gmmon Stock (subject to any adjustment pursuant to 8d@)o and provide
further that such purchase shall be subject to the limitatienforth in Sections 3(b) and 13 hereof. The Eligible Byg# ma
accept the grant of such option by turning in a completed@ipttion Agreement (attached hereto as Exhibjttéd the Compar
on or prior to an Offering Date. The Administrator mayy, fiture Offering Periods, increase or decrease, in its abstikcretior
the maximum number of shares of the Comparybmmon Stock an Eligible Employee may purchase during edehing
Period. Exercise of the option shall occur as provided inde8thereof, unless the participant has withdrawn purdoadéctiol
10 hereof. The option shall expire on the last day of ttieria§ Period.

8. Exercise of Option

(&) Unless a participant withdraws from the Plan awvigied in Section 10 hereof, his or her optior
the purchase of shares shall be exercised autalitatan the Exercise Date, and the maximum numlbdulb share:
subject to the option shall be purchased for suctigipant at the applicable Purchase Price withabcumulated payr:
deductions in his or her account. No fractionalrehashall be purchased; any payroll deductionsragtated in
participant’s account which are not sufficient torghase a full share shall be retained in the pant’s account for tr
subsequent Offering Period, subject to earlier dvailval by the participant as provided in Sectiorh&@eof. Any othe
funds left over in a participant’s account aftex #xercise Date shall be returned to the parti¢idgamring a participang
lifetime, a participant’s option to purchase shdrereunder is exercisable only by him or her.

(b) If the Administrator determines that, on a givereixse Date, the number of shares with resps
which options are to be exercised may exceedédintimber of shares of




Common Stock that were available for sale undeiPlla@ on the Offering Date of the applicable OffgrPeriod, or (ii
the number of shares available for sale under klwe &h such Exercise Date, the Administrator maisisole discretic
(x) provide that the Company shall make a pro afitecation of the shares of Common Stock availdteourchase c
such Offering Date or Exercise Date, as applicainleas uniform a manner as shall be practicable andt sha
determine in its sole discretion to be equitablemagnall participants exercising options to purch@senmon Stock ¢
such Exercise Date, and continue all Offering Ririthen in effect, or (y) provide that the Compahgll make a pi
rata allocation of the shares available for pureh@s such Offering Date or Exercise Date, as agipli; in as uniform
manner as shall be practicable and as it shallrdéte in its sole discretion to be equitable amatigparticipant
exercising options to purchase Common Stock on &ixelicise Date, and terminate any or all Offerimgi®s then i
effect pursuant to Section 20 hereof. The Compaay make a pro rata allocation of the shares availat the Offerin
Date of any applicable Offering Period pursuantthe preceding sentence, notwithstanding any awdkbon o
additional shares for issuance under the Plan & ttimpany’s shareholders subsequent to such QffBxate.

9. Delivery. As soon as reasonably practicable after each Exercise Date onanhicbhase of shares occ
the Company shall arrange the delivery to each participanthtress purchased upon exercise of his or her option in &
determined by the Administrator, including by means of ela@tnootice.

10. Withdrawal.

(&) A participant may withdraw all but not less thahtak payroll deductions credited to his or
account and not yet used to exercise his or hésropnhder the Plan at any time prior to the Exer@site for an Offerir
Period by giving written notice to the Company e tform of_Exhibit Bto this Plan. All of the participarg’ payrol
deductions credited to his or her account shajpdid to such participant promptly after receipinotice of withdrawe
and such participarg’option for the Offering Period shall be autonadlycterminated, and no further payroll deduct
for the purchase of shares shall be made for sufdri@y Period. If a participant withdraws from &ffering Perioc
payroll deductions shall not resume at the begmwithe succeeding Offering Period unless theigpant delivers t
the Company a new subscription agreement.

(b) A participants withdrawal from an Offering Period shall not haaay effect upon his or
eligibility to participate in any similar plan whicmay hereafter be adopted by the Company or inemating Offerin
Periods which commence after the termination ofQfering Period from which the participant withdra

11. Termination of EmploymentUpon a participant ceasing to be an Eligible Employee, for@ason, he
she shall be deemed to have elected to withdraw from the Plameupaytroll deductions credited to such participaatcour

during the Offering Period but not yet used to purchasestud




Common Stock under the Plan shall be returned to such paniiaip, in the case of his or her death, to the person som
entitled thereto under Section 15 hereof, and such particiggpiiten shall be automatically terminated.

12. Interest No interest shall accrue on the payroll deductions of a gaatitin the Plan.
13. Stock.

(@) Subject to adjustment upon changes in capitalimatibthe Company as provided in Sectior
hereof, the maximum number of shares of the Coniga@pmmon Stock which shall be made available ftg sade
the Plan shall be 1,000,000 shares of Common Stock.

(b) Until the shares are issued (as evidenced by theppate entry on the books of the Company
a duly authorized transfer agent of the Companyaréicipant shall only have the rights of an unsed creditor wit
respect to such shares, and no right to vote aivedalividends or any other rights as a stockhotdell exist witl
respect to such shares.

(c) Shares of Common Stock to be delivered to a ppanti under the Plan shall be registered it
name of the participant or in the name of the pgdint and his or her spouse.

14. Administration. The Administrator shall administer the Plan and shall figyeand exclusive discretiong
authority to construe, interpret and apply the terms efRtan, to determine eligibility and to adjudicate all disdiclaims file:
under the Plan. Every finding, decision and determinatiorerbgdhe Administrator shall, to the full extent permitbgdiaw, be
final and binding upon all parties.

15. Designation of Beneficiary

(&) A participant may file a written designation of @neficiary who is to receive any shares and cé#
any, from the participant’s account under the Rtatie event of such participastieath subsequent to an Exercise
on which the option is exercised but prior to detivto such participant of such shares and casiddition, a participa
may file a written designation of a beneficiary wlkdo receive any cash from the participardtcount under the Plar
the event of such participastdeath prior to exercise of the option. If a ggvant is married and the designz:
beneficiary is not the spouse, spousal consentishaéquired for such designation to be effective.

(b)  Such designation of beneficiary may be changedbyparticipant at any time by written notice
the event of the death of a participant and inaibgence of a beneficiary validly designated uniderm™lan who is livin
at the time of such participastteath, the Company shall deliver such share®raodsh to the executor or administr
of the estate of the participant, or if no suchcexer or administrator has been appointed (to thewkedge of th
Company), the Company, in its discretion, may aglsuch shares and/or cash to the spouse or torengr more




dependents or relatives of the participant, oroifspouse, dependent or relative is known to the gamy, then to sut
other person as the Company may designate.

(c) All beneficiary designations shall be in such faamd manner as the Administrator may desic
from time to time.

16. Transferability. Neither payroll deductions credited to a participaat.count nor any rights with regart
the exercise of an option or to receive shares under the Plahavasgigned, transferred, pledged or otherwise disposedny
way (other than by will, the laws of descent and distrilbutio as provided in Section 15 hereof) by the participany. guct
attempt at assignment, transfer, pledge or other disposhmhbe without effect, except that the Company may treat suels a
election to withdraw funds from an Offering Period in adasice with Section 10 hereof.

17. Use of Funds All payroll deductions received or held by the Companyeuride Plan may be used by
Company for any corporate purpose, and the Company shdleraiiligated to segregate such payroll deductions. Untiéstza
issued, participants shall only have the rights of an unsecueddor.

18. Reports. Individual accounts shall be maintained for each participatité Plan. Statements of accc
shall be given to participating Eligible Employees at least ahnuwhich statements shall set forth the amounts of pi
deductions, the Purchase Price, the number of shares purchdgbd eemaining cash balance, if any.

19.  Adjustments Upon Changes in Capitalization, Dissolutidquidation or Change of Control

(&) Changes in CapitalizationSubject to any required action by the sharehsldéthe Company, tl
maximum number of shares of the Compangommon Stock which shall be made available ft& gader the Plan, t
maximum number of shares each participant may pieleach Offering Period (pursuant to Sectionyell as th
price per share and the number of shares of Con8twrk covered by each option under the Plan whashriot yet bee
exercised shall be proportionately adjusted for iasyease or decrease in the number of issuedsb&@ommon Stoc
resulting from a stock split, reverse stock sgligck dividend, combination or reclassificationtiod Common Stock,
any other change in the number of shares of Com@tock effected without receipt of considerationthg Company
provided, however, that conversion of any convétibecurities of the Company shall not be deemebtate bee
“effected without receipt of consideratiorSuch adjustment shall be made by the Administratbnse determination
that respect shall be final, binding and concluskrecept as expressly provided herein, no issuagdbe Company
shares of stock of any class, or securities coierinto shares of stock of any class, shall @ffand no adjustment
reason thereof shall be made with respect to, uingber or price of shares of Common Stock subjeantoption.




(b) Dissolution or Liquidation In the event of the proposed dissolution or liigtion of the Compan
the Offering Period then in progress shall be gmad by setting a new Exercise Date (the “New EgerDate”),anc
shall terminate immediately prior to the consumoratof such proposed dissolution or liquidation,ess| provide
otherwise by the Administrator. The New ExercisaeDshall be before the date of the Comparproposed dissoluti
or liquidation. The Administrator shall notify eaphrticipant in writing, at least ten (10) busindsys prior to the Ne
Exercise Date, that the Exercise Date for the @pent’s option has been changed to the New Exercise dbat¢hat th
participants option shall be exercised automatically on theveercise Date, unless prior to such date thegizet
has withdrawn from the Offering Period as provide&ection 10 hereof.

(c) Change of Contral In the event of a Change of Control, each outbtenoption shall be assurr
or an equivalent option substituted by the sucaessgoration or a Parent or Subsidiary of the sasor corporation.
the event that the successor corporation refusesgame or substitute for the option, any Offerftegiods then i
progress shall be shortened by setting a New Eseedate and any Offering Periods then in progrea#f end on th
New Exercise Date. The New Exercise Date shall obefore the date of the Compasyiroposed Change of Cont
The Administrator shall notify each participantwniting, at least ten (10) business days priohi® Kew Exercise Da
that the Exercise Date for the participant’s opth@s been changed to the New Exercise Date andhéhgtarticipant
option shall be exercised automatically on the Newwrcise Date, unless prior to such date the maait has withdraw
from the Offering Period as provided in Sectionh&deof.

20. Amendment or Termination

(&) The Administrator may at any time and for any reaswminate, amend or suspend the Plan. E
as otherwise provided in the Plan, no such ternonatan affect options previously granted, provideat an Offerin
Period may be terminated by the Administrator oy Bxercise Date if the Administrator determined tha terminatio
of the Offering Period or the Plan is in the bedeliests of the Company and its shareholders. Exaeprovided i
Section 19 and this Section 20 hereof, no amendmeayt make any change in any option theretoforetgdawhict
adversely affects the rights of any participant.tiie extent necessary to comply with Section 42thefCode (or ar
successor rule or provision or any other applicdde regulation or stock exchange rule), the Camypshall obtai
shareholder approval in such a manner and to sdelgi@e as required.

(b)  Without shareholder consent and without regardhether any participant rights may be consid
to have been “adversely affectethe Administrator shall be entitled to change ttigefing Periods, limit the frequen
and/or number of changes in the amount withhelanduain Offering Period, establish the exchange rapplicable t
amounts withheld in a currency other
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than U.S. dollars, permit payroll withholding inoess of the amount designated by a participantderao adjust fc
delays or mistakes in the Compasyprocessing of properly completed withholding ttets, establish reasona
waiting and adjustment periods and/or accountind) @editing procedures to ensure that amounts egppiward th
purchase of Common Stock for each participant pigppeorrespond with amounts withheld from the papént’s
Compensation, and establish such other limitatmmprocedures as the Administrator determinessirsdaie discretic
advisable which are consistent with the Plan.

(c) In the event the Administrator determines that ehgoing operation of the Plan may resul
unfavorable financial accounting consequencesBtad may, in its discretion and, to the extentassary or desirab
modify, amend or terminate the Plan to reduceiarieate such accounting consequence includingnbultimited to:

(i) increasing the Purchase Price for any Offeringdeeincluding an Offering Period underwa
the time of the change in Purchase Price;

(i) shortening any Offering Period so that the Offerfgriod ends on a new Exercise C
including an Offering Period underway at the tinieghe Board action; and

(i)  allocating shares.

Such modifications or amendments shall not require stockhajgeoval or the consent of any Plan participants.

21. Notices. All notices or other communications by a participant toGbeypany under or in connection w
the Plan shall be deemed to have been duly given when receitreddform and manner specified by the Company at the loc
or by the person, designated by the Company for the recerpbth

22. Conditions Upon Issuance of Shareshares of Common Stock shall not be issued with respect optiol
unless the exercise of such option and the issuance and dafveugh shares pursuant thereto shall comply with all egdgé

provisions of law, domestic or foreign, including, vaith limitation, the Securities Act of 1933, as amended, Xuh&hge Act, th
rules and regulations promulgated thereunder, and the requisenfeahy stock exchange upon which the shares may tt
listed, and shall be further subject to the approval of cotdias#ie Company with respect to such compliance.

As a condition to the exercise of an option, the Company eqyire the person exercising such option to repr
and warrant at the time of any such exercise that the shares aygpbaihased only for investment and without any presesmtiot
to sell or distribute such shares if, in the opinion ofirsel for the Company, such a representation is requirechyyofathe
aforementioned applicable provisions of law.

23. Term of Plan. The Plan shall become effective upon the earlier to occur afldption by the Board
Directors or its approval by the shareholders of the Compesiyall continue in effect until terminated under Sectioh@@of.
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EXHIBIT A

NETGEAR, INC.
EMPLOYEE STOCK PURCHASE PLAN

SUBSCRIPTION AGREEMENT

Original Application Offering Date:
Change in Payroll Deduction R

Change of Beneficiary(ie

1. hereby elects to participate in theelgt{dc. Employee Stock Purchase Plan“Employee Stoc
Purchase Plan”) and subscribes to purchase shares of the CtsnGanymon Stock in accordance with this Subscri
Agreement and the Employee Stock Purchase Plan.

2. I hereby authorize payroll deductions from each paycheck in thersrobu % of my Compensation on each payday (
0 to 10%) during the Offering Period in accordance with thmplByee Stock Purchase Plan. (Please note that no fra
percentages are permitted.)

3. | understand that said payroll deductions shall be accumulatedef@urchase of shares of Common Stock at the appl
Purchase Price determined in accordance with the Employee StoclasRlan. | understand that if | do not withdraw 1
an Offering Period, any accumulated payroll deductions véllused to automatically exercise my option and pun
Common Stock under the Employee Stock Purchase Plan.

4, | have received a copy of the complete Employee Stock Purchase Bladerstand that my participation in the Empilc
Stock Purchase Plan is in all respects subject to the terthe Blan. | understand that my ability to exercise the optiwte
this Subscription Agreement is subject to shareholder appobthe Employee Stock Purchase Plan.

5. Shares of Common Stock purchased for me under the Employele Ptiochase Plan should be issued in the name
(Eligible Employee or Eligible Exyge and Spouse only

6. | understand that if | dispose of any shares received by nseignirto the Plan within 2 years after the Offering Date {tbi
day of the Offering Period during which | purchased sucheshar 1 year after the Exercise Date, whichever is later, | g
treated for federal income tax purposes as having received ordticarge at the time of such disposition in an amount
to the excess of the Fair Market Value of the shares at the ticheshares were purchased by me over the price which
for the shared.hereby agree to notify the Company in writing withind&/s after the date of any disposition of my share
| will make adequate provision for Federal, state or othewithholding obligations, if any, which arise upon theisitior
of the Common StockThe Company may, but will not be obligated to, withHodan my




compensation the amount necessary to meet any applicable witigholdigation including any withholding necessar
make available to the Company any tax deductions or benéfitsitable to sale or early disposition of Common Stocknie
If 1 dispose of such shares at any time after the expirafitimec2-year and Year holding periods, | understand that | wil
treated for federal income tax purposes as having received incdynatdhe time of such disposition, and that such inc
will be taxed as ordinary income only to the extent of an amegual to the lesser of (a) the excess of the Fair Market
of the shares at the time of such disposition over the pwgras which | paid for the shares, or (b) 15% of the Fairki
Value of the shares on the first day of the Offering Pefide. remainder of the gain, if any, recognized on such dispe
will be taxed as capital gain.

7. | hereby agree to be bound by the terms of the Employee Siachd2e Plan. The effectiveness of this Subscri
Agreement is dependent upon my eligibility to participatthénEmployee Stock Purchase Plan.
8. In the event of my death, | hereby designate the followingyabeneficiary(ies) to receive all payments and shares di
under the Employee Stock Purchase Plan:
NAME: (please print)
(First) (Middle) (Last)
Relationship
Percentage of Benefit (Address)
NAME: (please print)
(First) (Middle) (Last)
Relationship
Percentage of Benefit (Address)




Employee’s Social

Security Number:

Employee’s Address:

| UNDERSTAND THAT THIS SUBSCRIPTION AGREEMENT SHALIREMAIN IN EFFECT THROUGHOUT SUCCESSI\
OFFERING PERIODS UNLESS TERMINATED BY ME.

Dated:

Signature of Employee

Spouse’s Signature (If beneficiary other than spouse)




EXHIBIT B
NETGEAR, INC.
EMPLOYEE STOCK PURCHASE PLAN

NOTICE OF WITHDRAWAL

The undersigned participant in the Offering Period of the GEAR, Inc. Employee Stock Purchase Plan which beg:

, (t'Offering Date”) hereby notifies the Company that he or she hereby withdranws the Offering Peric

and that such notice is being given prior to the Exercise Datié Offering Period. He or she hereby directs the Commapgyt tc

the undersigned as promptly as practicable all the payrolctieds credited to his or her account with respect to sudari@df Perioc

The undersigned understands and agrees that his or her émti@uch Offering Period will be automatically terminatede

undersigned understands further that no further payrollafietis will be made for the purchase of shares in the currbatif@

Period and the undersigned shall be eligible to participatadoesding Offering Periods only by delivering to the Compamgeyv
Subscription Agreement.

Name and Address of Participant:

Signature:

Date:
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (this_“ Agreeméhtis made and entered into as of January 28, 2013 by and
NETGEAR, INC., a Delaware corporatic* US Buyer”), NETGEAR HOLDINGS LIMITED, a limited company organized @ndhe
laws of Ireland and a subsidiary of US Buyer (* IP Buj)eNETGEAR INTERNATIONAL LIMITED, a limited company organiz
under the laws of Ireland and a subsidiary of US Buyer_gridtional Buyer), NETGEAR CANADA LIMITED, a corporatio
organized under the laws of the province of New Brunswick, Gaaad a subsidiary of US Buyer_(* Canadian BUuyeNETGEAR
AUSTRALIA PTY LTD, a proprietary company organized under ld@s of Australia and a subsidiary of US BuyerAistraliar
Buyer” and collectively with US Buyer, IP Buyer, International Buyeid Canadian Buyer, * Buyets and SIERRA WIRELES!
INC., a federal Canadian corporation_(* Canadian SéJleSIERRA WIRELESS AMERICA, INC., a Delaware corporation al
wholly owned subsidiary of Canadian Seller (* US Sélleand SIERRA WIRELESS (AUSTRALIA) PTY LTD, a company orgaat
under the laws of Australia and an indirect wholly owned igidoy of Canadian Seller (* Australian Selleand collectively with U.
Seller and Canadian Seller, * Sell&sEach of US Buyer, IP Buyer, International Buyer, Canadian Buystralian Buyer, Canadi
Seller, US Seller and Australian Seller is referred to hereirtmms as a * Partyand together as the " Partigs

WITNESSETH:

WHEREAS, Canadian Seller is the parent corporation of a ggbapmpanies that are engaged in the development of w
technologies and solutions for the machine-to-machine (MM2and mobile computing markets; and

WHEREAS, the aforesaid mobile computing business incluatesng other things, the AirCard Business, the assetsioh
are owned by or licensed or leased to Canadian Seller and ceitaiSwolbsidiaries; and

WHEREAS, Buyers desire to purchase the AirCard Business 8ellers, and Sellers desire to sell the AirCard Busint
Buyers, pursuant to a purchase and sale of the Acquired Asgess assumption of the Assumed Liabilities (such transadbieims
referred to herein collectively as the “ Transactiynand

WHEREAS, Buyers and Sellers will enter into the Transits@mrvices Agreement, effective upon the consummation «
Transactions at the Closing, which agreement will describeetivices to be provided by the Sellers to the Buyers, and eisa,\fo
the orderly and effective transition of the AirCard BusirtedBuyers; and

WHEREAS, Buyers and Sellers desire to make certain represestatiarranties, covenants and agreements, as more fi
forth in this Agreement, in connection with the Transactions.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing premisebkthe representations, warranties, covenants and agre
herein set forth, and intending to be legally bound heréyParties hereby agree as follows:




Article 1
DEFINITIONS AND INTERPRETATIONS

1.1 Certain Definitions For all purposes of and under this Agreement, the capitdézexs in this Section 1 dhall have th
meanings set forth below.

(& " Accounting Firm” shall mean Deloitte LLP, and if such firm refuses or iahl@ to perform the reques
services, Buyers and Sellers shall negotiate in good faitlrée agon a different, mutually acceptable accounting firm.

(b) “ Accounts Payablé shall mean (i) all trade accounts payable and obligations to pagikeents to suppliers &
other service providers of Sellers or any of their Subsih, including all trade accounts payable representing amouwgbl@ar
respect of goods shipped or products sold or services rene&smllers or any of their Subsidiaries, (ii) all othercagtts or note
payable by Sellers or any of their Subsidiaries, and (ii))dam, remedy or other right related to any of the foregoing

(c) “ Accounts Receivablé means (i) all trade accounts receivable and other rights to pajrmentustomers
Sellers or any of their Subsidiaries, including all tradeounts receivable representing amounts receivable in respect sfsiiooke
or products sold or services rendered to customers of Setlersy of their Subsidiaries, (ii) all other accounts ates receivable
Sellers or any of their Subsidiaries, and (iii) any claemedy or other right related to any of the foregoing.

(d) “ Action ” shall mean any action, arbitration, complaint, hearing, audigstigation, lawsuit, litigation or ott
legal proceeding (whether at law or in equity, whether civiinicral, administrative, judicial or investigative) filed orolnght by o
before, or otherwise involving, any Governmental Authority.

(e) “ Affiliate " shall mean, with respect to any Person, any other Persorydoetdirectly controlling, directly ¢
indirectly controlled by, or under direct or indirect comnuamtrol with, such Person, or if such Person is a pattigrany gener
partner of such Person or a Person controlling any suchajgraemer. For purposes of this definition, “control” (udihg “controllec
by” and “under common control with'§hall mean the power, directly or indirectly, to direct or eahg direction of the managem
and policies of such Person, whether through the owner§higting securities or partnership or other ownership ésis; by contra
or otherwise.

(H  “ AirCard Business shall mean Sellers’ and their Subsidiariegirldwide business and operations of desigi
developing, manufacturing, testing, marketing, supportiigiributing and selling AirCard Products, including the desigr
development, manufacture and testing of AirCard Productsydimg both internal operations for the foregoing and manageof
third party vendor and suppliers with respect to the foregdii) the design, development, creation and testing oinBas Softwal
for AirCard Products, including firmware, drivers and Bess Software distributed for use with or embedded int@akid Product:

(iii) the sales, distribution and marketing of AirCard dRrots; (iv) the support of AirCard Products includingfifment of warranty
obligations and customer support; (v) provision of smwirelated to AirCard Products, including custom desigpastipand (vi) a
goodwill associated with and related to the foregoing. Fer @hoidance of doubt, AirCard Business does not include Sellel
AirVantage branded M2M cloubased hosted software platform and services and related embeddedsafiware development |
(SDKs) and development tools.

(g “ AirCard Business Financial Statemeritsshall mean the unaudited financial statements for the Ai
Business attached hereto_as Sectiorobtie Sellers Disclosure Schedule.




(h) “ AirCard Products’ shall mean mobile broadband devices (including USB Modembkileniootspots and F
cards) (and all components thereof), consisting of (i) tlelymts and services listed in Section 5.24(a){i}he Sellers Disclosu
Schedule and prior versions thereof; in each case togethetheithncillary Product Materials, and (ii) the mobile broadbdavice
currently under development as listed or described on Secfid(aX¥ii) of the Sellers Disclosure Schedule.

(i) “ Ancillary Product Materials' shall mean any and all documentation owned by, and currentiibdied by
Sellers or any of their Subsidiaries with any of the AirCRrdducts, including customer support materials such gesugNd trainin
materials, support bulletins, and marketing materials rglatnany AirCard Product, including sale and marketing coliterhite
papers, performance benchmark reports, customer training mategiaks training materials and sales presentation materials.

()] “ Antitrust Law ” shall mean the Sherman Act, as amended, the Clayton Act, as amimedei§R Act, th
Federal Trade Commission Act, as amended, the Competition Aok@a), as amended, and all other federal, state and interr
statutes, rules, regulations, orders, decrees, administrativguditial doctrines, and other Laws that are designed or ietetu
prohibit, restrict or regulate actions having the purposgfect of monopolization or restraint of trade.

(k) “ Automatic Transfer Employe®shall mean those Employees who become employed by Buyers of trei
Subsidiaries as of the Closing as a result of local employb@ent, including the Transfer Regulations, and not as a m@saittceptin
an offer of employment made by Buyers, that provide for annaatic transfer by operation of Law of the employment of sumt
Employee upon the transfer of the AirCard Business as a goitgern pursuant to the Transactions.

() " Business Day shall mean each day that is not a Saturday, Sunday or othendalyich banking institutior
located in San Francisco, California or Vancouver, Britislufdbia are authorized or obligated by Law to close.

(m) “ Business Material Adverse Effettshall mean any change, event, circumstance or effect that, indiyidu
in the aggregate with all other changes, events, circumstancesfecid, gt or would reasonably be expected to be materi
adverse to (i) Sellersability to consummate the Transactions and fulfill and perftimgir covenants and obligations under
Agreement and the other Transaction Agreements, or (ii) thedsss operations, condition (financial or otherwise), assatssults ¢
operations of the AirCard Business, taken as a wipotejided, howevetthat in the case of clause (ii) only, in determining whet|
Business Material Adverse Effect has occurred or would reasobatdypected to occur, any change, event, circumstance or ef
Sellers or any of their Subsidiaries to the extent resultimg, or arising out of, or in any way related to anyh# following (eithe
alone or in combination) shall be excluded and disregarded:

() changes in, or conditions affecting, the economy or financialmency markets in the United State
any other country or region in the worfatovidedsuch changes or conditions do not have a materially dispropate effec
on the AirCard Business relative to other businesses imdustry in which the AirCard Business operates;

(i) changes in, or conditions affecting, the industries in whiehAirCard Business operatgspvidedsuct
changes or conditions do not have a materially disproporéaeféect on the AirCard Business relative to other busines
the industry in which the AirCard Business operates;




(i)  changes in, or announcements of changes in, applicable Law or tiegoutes or principles, includii
changes in GAAPprovidedsuch changes or announcements do not have a materially disjpmogterteffect on the AirCa
Business relative to other businesses in the industry ichwhe AirCard Business operates;

(iv)  acts of God, acts of war, terrorism or natural disaspgmjidedsuch events do not have a mater
disproportionate effect on the AirCard Business relative herobusinesses in the industry in which the AirCard iBas
operates;

(v) the announcement or pendency of the Transactions contemplated herein;
(vi) the failure to take any action that is expressly prohibije8dxtion 7.2

(vii)  changes in the price and/or trading volume of Canadian Setlemsnon sharegrovidedthat suc!
exclusion shall apply only to such change in and of itaelf, not to any underlying cause of such change; and

(viii)  the failure of Canadian Seller to meet published estimates, expestat projectionsprovidedthar
such exclusion shall apply to such failure in and of itselfl not to any underlying cause of such failure.

(n)  “ Business Softwaré shall mean any and all versions of any Software that is (igldped for the us
programming, verification, testing, support or operatibAicCard Products, or (ii) distributed together with AinCard Product, eith:
preloaded on such AirCard Product or distributed togethidrsuich AirCard Product on any type of storage media,haratse mac
available for download by Sellers or their Subsidiaries $eran or with AirCard Products.

(o) “Buyer” shall mean US Buyer, IP Buyer, International Buyer, CanadigreBand/or Australian Buyer, as
context may require.

(p) “ Buyers Material Adverse Effect shall mean any change, event, circumstance or effect that, irallyidu in
the aggregate with all other changes, events, circumstances ecid,éff or would reasonably be expected to be material and ¢
to Buyers’ability to consummate the Transactions and to fulfill andioper their covenants and obligations under this Agreemad
the other Transaction Agreements.

(@) “ CarveOut Financial Statementsshall mean the (i) audited financial statements of the AirCainBs
(accompanied by an unqualified opinion of an internatiomaltpgnized independent accounting firm) and, if applicable,{@uditet
interim period financial statements of the AirCard Businedsgh financial statements shall have been reviewed by an interaift
recognized independent accounting firm), in each case as of theaddtés the periods specified in Rule 3-05(b) of ReguiaBex,
that US Buyer is required to file with the U.S. Secesithnd Exchange Commission (the * SE@ursuant to Item 2.01 and Item S
of Form 8-K (or, in lieu thereof, in an Annual Report Barm 10-K or Quarterly Report on Form @if such annual report
guarterly report is required to be filed prior to the dateForm 8K reporting the Transactions is required to be filed) inneatior
with the completion of the Transactions contemplated by thieément.

(n “ COBRA ” shall mean the requirements of Part 6 of Subtitle B of THHEERISA and Section 4980B of t
Code and of any similar Law.




(s) “Code” shall mean the Internal Revenue Code of 1986, as amended.

(t) “ Commissioner’ means the Commissioner of Competition appointed under sidrs@¢1) of the Competitic
Act or any person duly authorized to exercise the powers aratpettie duties of the Commissioner of Competition.

(u) “ Competition Act” means theCompetition Ac{Canada), and the rules and regulations promulgated there¢
as amended.

(v) “ Competition Act Clearancé means that, with regard to the Transactions, either thae(ftimmissioner shi
have issued an advance ruling certificate pursuant to sectionf 268 Competition Act, or (ii) (a) the statutory waitipgriod unde
section 123 of the Competition Act shall have expired oehseen terminated by the Commissioner, or the Commissstiadirhav:
waived the obligation to submit a notification pursuanpasagraph 113(c) of the Competition Act, and (b) the Casioner sha
have issued a No-Action Letter.

(w) “Contract” shall mean any contract, agreement, instrument or other legatlingicommitment of any kind
nature, including leases, licenses, mortgages, indentures sgamnnotes, guarantees and purchase orders.

(x) “ CrossLicense Agreemerit shall mean the license agreement in substantially the same forsulastdnce
mutually agreed by the Parties as of the date hereof.

(y) “ Documentation Deliverablesshall mean all documentation in the possession of the Safles&the Closin
that is related to the Prime Transferred Technology and ale8hTechnology (including the Ndtrime Transferred Technology ¢
Licensed Technology).

(z) “ Employee” shall mean any full-time or patime employee or independent contractor of Sellers or anyen
Subsidiaries.

(aa) “ Employee Benefit Plat shall mean any employee benefit plan (as defined in Sectiorof3{B¢ Employe
Retirement Income Security Act of 1974, as amended (* ER)S#Whether or not subject to ERISA, any compensation, bomaft
sharing, savings, pension, retirement scheme, fund, defermgdensation, posetirement health or welfare benefit, stock option, <
purchase, restricted stock, equity compensation, stock apprediginperformance share, performance share unit, restrictec
unit, fringe benefit, tuition refund, service award, companyocarar allowance, scholarship, housing or living allowanegscation
medical, dental, vision, life or accidental dismemberment, ilitsataccident, sick pay, sick leave, accrued leave, vacation, pagé
off, holiday, termination, unemployment, individual emyhent, consulting, incentive, commission, payroll pragtiseveranc
retention, change in control or other employee plan, agreemdiaty po arrangement (whether written or unwritten, insusedelf-
insured), and any plan subject to Sections 125, 127, B29911423 of the Code, currently maintained, sponsoredrdrilcated to b
Sellers, or any Affiliate of Sellers, or any other Persatienrtommon control with Sellers or any of their Affiliateithin the meanin
of 414(b), (c), (m) or (o) of the Code and the regutetipromulgated thereunder (an * ERISA Affilifjeapplicable to any Employee.

(bb) “ Employee NorCompetition Agreemerit shall mean Sellershoncompetition agreements, if any, applic
to any Offered Employee.

(cc) “ Employment Offer Letter$ shall mean those offer letters entered into by US Buyer or GanBdyer, or
Subsidiary of either of the foregoing, as applicable, and #yeBnployees




in connection with the Transactions contemplated hereunder amtiveffapon the consummation of the Transactions at théng
contemplated hereunder.

(dd) “ Environmental Laws’ shall mean all Laws and all common law relating to pollutiorprotection of th
environment, public health and safety, or worker health antiysafe

(ee) *“ Escrow Agent’ shall mean U.S. Bank National Association, and if such finhimg#itutions refuse or a
unable to perform the requested services, Buyers and Selldrsapatiate in good faith to select different, mutually accep
financial institutions.

(fH  “ Escrow Agreement shall mean the escrow agreement between the Escrow Agent, each Bugaclagklle
in substantially the same form and substance as mutually agréieel Barties as of the date hereof.

(gg) “Escrow Amount’ shall mean Thirteen Million Eight Hundred Thousand U.8ll&s (US $13,800,000).

(hh)  “ Excluded Books and Recosd shall mean the books and records set forth on Scheduldé)..1(h

(i)  “GAAP " shall mean U.S. generally accepted accounting principles.

(i) “ Governmental Authority’ shall mean any government or qugsivernmental entity, or political subdivis
thereof, whether federal, state, county, municipal, city,onatj provincial or municipal, or any authority, agency or iissior
entitled to exercise any administrative, executive, judicial, letiys, police, regulatory or Tax authority or power, or @owyrt
arbitrator or tribunal (or any department, bureau or divishereof).

(kK) “ Hazardous Material$ shall mean (i) any petroleum, crude oil, natural gas, or amwtidn, product ¢
derivative thereof, radioactive materials, asbestos in any fajrany chemicals, materials, substances or wastes that are dadim
included in the definition of hazardous substances, hazamdastes, hazardous materials, extremely hazardous substance
substances, pollutants, contaminants or words of similpoiimunder any Environmental Law, and (iii) any other chemioalterial
substance, waste or exposure that is limited or regulatedyb@@rernmental Authority.

(I “HSR Act” shall mean the Hart-Scott-Rodino Antitrust Improvementsdkd976, as amended.

(mm)  “ Indebtedness’ shall mean all Liabilities and obligations, whether contihgan otherwise (includin
penalties, fees, interest and premiums) of a Person,

(i) for borrowed money or in respect of loans or advances;
(i)  evidenced by notes, bonds, debentures, letters of credit itarsimstruments;

(i)  for capital leases;

(iv)  for the face amount of all letters of credit and bankac£eptances issued for the account of
Person;




(v) arising from cash/book overdrafts;

(vi) determined on the basis of actual, not notional, obligatieith respect to interest rate protec
agreements, interest rate swap agreements, foreign currency excharegeesds, or other interest or exchange rate he
agreements or arrangements;

(vii)  secured by (or for which the holder of such indebtednesarhasisting right, contingent or otherw
to be secured by) any Lien (other than Permitted Liens) apepty owned or acquired by such Person; or

(viii)y  in the nature of guarantees of the obligations described imtmediately preceding clauses (i)v#)(
inclusive, of any other Person.

(nn) “ Indemnified Party” shall mean any Person entitled to, or seeking, indemnificaompensation
reimbursement under the terms of this Agreement.

(00) “ Indemnifying Party” shall mean any Party obligated to provide indemnification, pasrsation ¢
reimbursement, or against whom indemnification, compensatigirnbursement is sought, under the terms of this Agreement

(pp)  “ Industry Standard means any industry standard technical specification and/or iraptations for ar
component, products, product subsystems, or mudiituct system, or services as documented and publishedbggnized standar
body or Governmental Authority. Examples of standardsdsoiticlude the Third Generation Partnership Project (3GP&)THhc
Generation Partnership Project 2 (3GPP2), the American NaBiaatards Institute (ANSI), Japan Association of Radiodtze:
and Businesses (ARIB), the Bluetooth Special Interest Gtba@Broadband Forum, the China Communications StandardsiAsc
(CCSA), the European Telecommunications Standards Institlitel\BEhe GSM Association (GSMA), the Institute of Elezdtianc
Electronics Engineers (IEEE), International Standards Orgamizét50), the International Telecommunications Union (ITibE
Internet Engineering Task Force (IETF), JEDEC, the Teleconuatiohs Industry Association (TIA), and the Kc
Telecommunications Technology Association (TTA).

(qq) “ Intellectual Property Right% shall mean all of the following in any jurisdiction thrdwgit the world and ¢
rights therein:

(i) patents and applications therefor and all other rights camelipg thereto (* Patent,
(i)  trade-secret rights and all other rights in confidentiainass or technical information;

(i) copyrights, copyrights registrations and applications therefwral rights, and all other rigl
corresponding thereto (including mask works and integrateditiopographies) (* Copyright3;

(iv) domain names, uniform resource locators, other names and loaassmsiated with the Internet, «
applications or registrations therefor_(* Domain Narf)es




(v) trade names, logos, common law trademarks and service marksadedhark and service mi
registrations, and related goodwill and applications thefeforademarks);

(vi) all rights in databases and data collections; and

(vii)  any similar or equivalent rights to any of the foregoimg)uding but not limited to moral rights
applicable),

(clauses (ii) - (vii), inclusive, referred to as “ N&atent 1P’).

(rr)  “Inventory” shall mean all raw materials, components, assembly items, iwgnocess, senfinished good:
finished goods, accessories and merchandise, spare parts, paekabatber supplies related thereto.

(ss) “ IP_Representation$ shall mean the representations and warranties of Sellers réietifioSection 5.1
(Intellectual Property), other than Section 5.12¢d)ich is expressly excluded from this definition, as suctresmtations ai
warranties shall also be made as of the Closing in accordanceSedtion 4.3(b)(i)(B)and _Section 4.3(b)(i)(Cand certified i
accordance with Section 4.3(b)(iv)

(t) “ Joint Development Agreemefitshall mean the joint development agreement in substantialgame fort
and substance as mutually agreed by the Parties as of theedsig h

(uu) “ Joint IP” shall mean all Other IP in and to the Shared Technology, tithar(i) the Licensed Technolo
and (ii) the Shared Technology listed or described on Schediffex#x)(ii) that is included in the Transferred Technology as Nor
Prime Transferred Technology.

(vw) “ Key Employee NorCompetition Agreements shall mean those Non-Competition and Nwolicitatior
Agreements entered into by US Buyer or Canadian Buyer, othsaidtary of either of the foregoing, as applicable, and tkg
Employees in connection with the Transactions contemplated hereand effective upon the consummation of the Transactidhe
Closing contemplated hereunder.

(ww) “ Key Employees shall mean the individuals marked with a triple asterisgéstion 5.15(a)(ipf the Seller
Disclosure Schedule.

(xx)  “ Knowledge” shall mean with respect to Sellers, the actual knowledge of edahdual named oschedul
1.1(xx) and the knowledge that each such individual would be reasongié¢ted to have based on his position and responsil
with Sellers.

(vy) “ Law " shall mean any law, statute, standard ordinance, code, treatiyticggopromulgation, rule
regulation of a Governmental Authority or any order, judgimerit, injunction, decree or other determination of anteatwr or coul
or other Governmental Authority.

(zz) “ Liability " shall mean any liability or other obligation or commitmenmitether accrued or fixed, absolute
contingent, matured or unmatured, determined or determinablatecloo inchoate, asserted or unasserted, known or unk
including those arising under any Law or Contract.

(aaa) “_Licensed IP shall mean the Licensed Technology and Intellectual PropertytRiigiensed by Sellers
Buyers under the Cross-License Agreement.




(bbb)  “ Licensed Technology shall mean all Shared Technology listed or described on Sewti@ta)(i) of the
Sellers Disclosure Schedule, together with the 9x15 Modulesdkady that is not otherwise within the Transferred Tectmol&ol
the avoidance of doubt, Licensed Technology does not includmtatigctual Property Rights.

(ccc) “ Lien” shall mean any mortgage, pledge, hypothecation, charge, assegmeienénce, security intere
attachment, claim, restriction, including transfer restrictiand real property restrictive covenants, put, call, right rst fiefusa
easement, servitude, right-afy, option, warrant, conditional sale or installment contmacencumbrance of any kind and
financing lease involving substantially the same effect.

(ddd) “ Loss” or “ Losses” shall mean any direct or indirect Liability, Indebtedness, clédss, damage, Te
deficiency, Lien, settlement cost, fine, cost, interest, awadfyment, penalty, charge, expense, including reasonable attofeeys’
and consultants’ fees and expenses, and including any @oiekét expenses incurred in connection with investigatingsndéfc
against or settling any of the foregoimgovided, however, that “Losses”ij shall not be calculated using a multiple of earnings,
value, or other measure which may have been used to determirfécormay be reflective of the Purchase Price and (ii) she
include loss of profits, diminution in value or othemsequential, special, incidental or punitive damages, unlessdsuchges a
awarded in a Third Party Claim.

(eee) “ No-Action Letter” means a letter from the Commissioner stating that the Cssionier does not, at st
time, intend to bring an application under Section 92 om@petition Act with respect to the Transactions.

(fff) “ Non-Competition and Noi®olicitation Agreement shall mean the non-competition and rewlicitatior
agreement in substantially the same form and substance aslynatpakd by the Parties as of the date hereof.

(ggg) “ Non-U.S. Employees shall mean each Offered Employee employed or providing servicadocatiol
other than the United States by Sellers or any of theiligéfs, other than any employees considered by Sellers toSekpatriates.

(hhh)  “ Object Code” shall mean one or more computer instructions in machine reafabie(whether or nt
packaged in directly executable form), including any such ingingthat are readable in a virtual machine, whether or not d
from Source Code, together with any partially compiled ¢erinediate code that may result from the compilation, assem
interpretation of any Source Code. Object Code includes firmwanmpiled or interpreted programmable logic, libraries, oh
routines, modules, bytecode, machine code, and middleware.

(i)  “ Offered Employe€ shall mean each employee and independent contractor of the AirCsirte&iwhos
name is set forth on Section 5.15(afithe Sellers Disclosure Schedule.

(i)  “ Open Source Softwareshall mean any Software that is subject to any: “open sourcepyteft,” or othe
similar types of license terms (including any GNU GenerddliPW.icense, Library General Public License, Lesser General |
License, Mozilla license, Berkeley Software Distribution licer@pen Source Initiative license, MIT, Apache, and Public Do
licenses, and the like), including any license approved by tlea Spurce Initiative and listed at http://www.opensourceioegies.
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(kkk)  “ Order” shall mean any order, judgment, award, decision, decree, imjonctiling, writ or assessment
any Governmental Authority (whether temporary, preliminarypermanent) that is binding on any Person or its proparte
applicable Law.

(m  “ Other IP” shall mean Intellectual Property Rights other than Patent3 eattbmarks.

(mmm) “ Patent Files’ shall mean the entirety of the prosecution files for the Tearesd Patents in the posses
or control of Sellers or their Subsidiaries, and theirraéigs and patent agents, including all such correspondencéliagsd With
patent authorities with respect to such Patents and any relatedatsatr documents.

(nnn)  “ Permits” shall mean all permits, registrations, certifications, cleararam@ssents, concessions, gre
franchises, licenses and other evidence of authority issugcaied to, conferred upon or otherwise created for Sellensyoof thei
Subsidiaries by any Governmental Authority or customeheftirCard Products.

(ooo) “Permitted Liens shall mean:
(i) statutory or common law Liens for Taxes which are not yehgeént;
(i)  statutory or common law Liens to secure landlords, lessaenters under the Transferred Leases;

(i) statutory or common law Liens in favor of carriers, warehoesermechanics and materialmel
secure claims for labor, materials or supplies or other siitglas for amounts not yet due or payable; and

(iv) Liens, encumbrances, zoning restrictions, covenants, corgliiod restrictions imposed on
underlying fee interest in Real Property that are inconsequémtia use of the subject Real Property.

(ppp) “ Person’ shall mean any natural person, company, corporation, limaedity company, general or limit:
partnership, trust, proprietorship, joint venture, dreotbusiness entity, unincorporated association, organizatienterprise, or at
Governmental Authority.

(qag) “ Real Property’ shall mean real property together with all easements, licensegsits and all of the rigt
arising out of the ownership thereof or appurtenant theradot@gether with all buildings, structures, facilities, dieds and oth:
improvements thereon.

(rrr)  “ Reference Daté shall mean September 30, 2012.

(sss) *“ Redqistered IP” shall mean all the Intellectual Property Rights that are thgesiuof an applicatio
certificate, filing, registration or other document issudddfivith, or recorded by any Governmental Authority.

(ttty  “ Release” shall mean any release, spill, omission, leaking, pumpitggctian, deposit, disposal, dumpi
discharge, dispersal, leaching, escaping, emanation or migoatmy Hazardous Material in, into or onto the environment.
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(uuu) “ Retained Business shall mean the businesses of Canadian Seller and all oftisid&uries, including U
Seller and Australian Seller, other than the AirCard Busjneskiding: (i) the design, development, manufacturingingsimarketing
supporting, distributing and selling of the produ@ssiness Software and services available for sale, as of the daté (erd a
components and prior versions thereof), and the productBusidess Software currently under development, all as listddszribe
on Section 1.1(uuwf the Sellers Disclosure Schedule; (ii) the provision of services related thereto; (i) all goodwill associ
therewith; and (iv) all general, management, corporate, adnaitivgty accounting, procurement, personnel and regulatory corcg
functions of the Sellers and their Subsidiaries.

(vwv) “ Sagemcom and Wavecom Patehshall have the meaning as set forth in the Cross-License Agreemen

(www)  “ Seller” shall mean Canadian Seller, US Seller and/or Australian Selteea®ntext may require.

(xxx)  “ Seller Fundamental Representatidnshall mean the representations and warranties of Sellers $etn
Section 5.1(Sellers Organization and Good Standing; Authority andiEefbility), Section 5.4Title) and_Section 5.1Brokerag:
Fees), as such representations and warranties shall also be rm&tieeaSlosing in accordance with Section 4.3(b)(i)éAY certifier
in accordance with Section 4.3(b)(iv)

(yyy) “ Shared Technolog¥y shall mean all Technology that Sellers or any of their Sidrséd have the right
transfer as of the Closing that is used in, held for use imecessary to the operation of both the AirCard BusinekshanRetaine
Business, each as conducted as of the Closing Date, other ¢hbectimology of Sellers and their Subsidiaries that constiBehars’
AirVantage branded M2M cloubased hosted software platform and services and related embeddedsafiware development |
(SDKs) and development tools. For the avoidance of doylhéared Technology does not include any Intellectual Propadiyts
and (ii) Shared Technology does not include any Prime Traedféechnology.

(zzz) * Shrink-Wrap Codé’ shall mean generally commercially available, off-8telf Software where available
a cost of not more than $10,000 for a perpetual license dimgée user or work station (or $10,000 for an anngehke for a sing
user or work station).

(aaaa) “ Software” shall mean computer software and programs in any form, ingugburce Code, Object Co
operating systems, database management code, firmware and ,udititieall related documentation, developer notes, commer
annotations.

(bbbb)  “ Source Code’ shall mean one or more instructions in human readable forhyding comment
definitions and annotations, which are generally formed arehargd to the syntax of a computer or programmable logic progjrag
language.

(cccc)  “ Specified Agreement shall have the meaning set forth in Section 8.12fa}he Sellers Disclosu

Schedule.

(dddd) “ Subsidiary” shall mean, with respect to any party, any corporation ogrodinganization, wheth
incorporated or unincorporated, of which (i) at least a ntgjofithe securities or other interests having by theinseordinary votin
power to elect a majority of the board of directors or otlperforming similar functions with respect to such corporatio othe
organization is directly or indirectly owned or controlled sych party, corporation or organization or by any one arenof it
Subsidiaries, or (ii) such party, corporation or organiradioany other Subsidiary of such party, corporation
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or organization is a general partner (excluding any such pginipexhere such party, corporationasganization or any Subsidiary
such party does not have a majority of the voting intenestich partnership).

(eeee) “ Sufficiency Representatidhshall mean the representations and warranties of Sellers seinf@ection 5.
(Sufficiency of Assets), as such representations and warrahtibslso be made as of the Closing in accordance_with SecB(in @.
(B) and_Section 4.3(b)()(Gnd certified in accordance with Section 4.3(b)(iv)

(Ffff) “ Tangible Property’ shall mean all furniture, fixtures, equipment (includingtonosehicles, developme
tools, testing equipment, factory test equipment, IT equipmeomputer hardware, office equipment and apparatuses,
machinery and supplies and other tangible property (otfaer inventory) of every kind (wherever located and whetheobcarrie«
on the books and records), together with any express oretnplarranty by the manufacturers, sellers or lessors of any d
component part thereof and all maintenance records and other désuetating thereto.

(gggg) “ Tax” shall mean (i) any federal, state, provincial and local tax, itnfs/ or other assessment, incluc
any income, gross receipt, capital, sales, use, ad valorem, addieel, transfer, franchise, profits, inventory, capital stbc&nse
withholding, payroll, employment, social security, sociduirance, unemployment, Canadian Employment Insurance and
Pension Plan premiums, British Columbia Worke€smpensation premiums, excise, severance, stamp, occupatipertpran
estimated and any other tax of any kind whatsoever, and anynsudidy, fee, and other charge in the nature of a tax, togeittn
any interest, penalty, fine, addition to tax or additional @amh@mposed by any Taxing Authority, including such antewdeducte
from employee remuneration to be remitted to a GovernmentabAty, (ii) any liability for the payment of any amourasthe typ:
described in clause (i) as a result of being a member of aiateffil consolidated, combined, unitary or similar groupafoy perior
(including any arrangement for group or consortium reliesianilar arrangement), and (iii) any liability for the paymenh any
amounts of the type described in clauses (i) or (ii) as atrefsahy express or implied obligation to indemnify atlyen person or as
result of any obligations under any agreements or arrangemigimtany other person with respect to such amounts and inglaahy
liability for taxes of a predecessor or transferor or oth@rlsoperation of Law.

(hhhh) * Taxing Authority” shall mean any applicable Governmental Authority respongibliaé administration

any Tax.

(iiiiy  “ Tax Return” shall mean any return, report or statement filed or requirbe fded with respect to any T
including any information return, declaration of estimated ¢é&im for refund, election, or voluntary disclosure agreenard an
schedule, addendum or attachment thereto, and any amendment thereof

3iiD “ Technology” shall mean (i) Software (including software development KRIls, computer progran
codecs, interfaces, software implementations of algorithms adlmnand methodologies), whether in Source Code, Object Gx
other form, (ii) databases, compilations, collections athidand data, (iii) inventions (whether or not patentable),nfiethods ar
processes, (v) designs and schematics, (vi) know-and (vii) works of authorship, including documentat{e.g. user manuals ¢
training materials). Technology does not include Intellectuap&ity Rights, including any Intellectual Property Rightsiny of th
foregoing.

-12 -




(kkkk)  * Third Party Component$ shall mean any Technology that is not exclusively owned berSedr any ¢
their Subsidiaries and that is embedded in, incorporatedomtiistributed by Sellers or any of their Subsidiariéth any Busines
Software or any AirCard Product that is, as of the date hegelof or distributed, or offered for sale or distribatio

@y “ Time of Closing” shall mean the time of Closing on the Closing Date.

(mmmm) “ Transaction Agreement$ shall mean this Agreement, the Crddsense Agreement, the Jc
Development Agreement, the Transition Services Agreement, theCNimpetition and Norsolicitation Agreement, the Bills of Se
the Assignment and Assumption Agreements, the IP AgsgghAgreements, the Assignments of Lease and the Escrowmenée

(nnnn)  “ Transfer Requlations shall mean the Council Directive 77/187/EEC of 14 Februarg718n thi
approximation of the laws of the Member States relating tostiieguarding of employeesights in the event of transfers
undertakings, businesses or parts of businesses (and itdraam@n) (collectively referred to as * Acquired Rights Directjvand th
Laws of any EU Member State implementing such Acquired RDinextive.

(oooo) *“ Transferred Books and Recortisshall mean the business records, personnel records, salesiles
purchase order files, engineering order files, warranty and ridpaijrsupplier lists, customer lists, dealer, representatidedistributc
lists, market studies, market research, customer surveys, diR€aduct roadmaps, forms, designs, diagrams, drawingsfisptions
technical data, production and quality control records andulations, of Sellers or any of their Subsidiaries to therexpecificall
related to the AirCard Business, including all Patent Filethi® Transferred Patents.

(pppp) “ Transferred Contract’ shall mean the Contracts set forth under the heading “Traedf&@ontracts’on
Section 5.13(adf the Sellers Disclosure Schedule.

(qaqq) “ Transferred Inventory shall mean all Inventory allocated or assigned to the AirCaoduets as of tt
Closing Date in accordance with the methodology set forBettion 3.2(a)(iipf the Sellers Disclosure Schedule.

(rrrr) " Transferred IP” shall mean (i) all Transferred Patents, (ii) all TransferrélaeOIP, (iii) all Transferre
Trademarks and (iv) all Transferred Technology.

(ssss) “ Transferred Leasésshall mean the leases and subleases of Real Property setnf@tnedule 1.1

(tttt)  “ Transferred Other IP shall mean (i) all Other IP owned by Sellers or any of tBeiosidiaries as of t
Closing that are used exclusively in, held for use exclusivelgr exclusively related to the operation of the AirCardiBess
currently conducted or as currently contemplated to be condaatddji) all Other IP owned by Sellers or any of their &libges a
of the Closing that are embodied in any Transferred Technology.

(uuuu) “ Transferred Patentsshall mean the Patents listed on Schedule 1.1(uuagether with (i) any Patent tl
claims priority from any of the Patents listed_on Scheduilé&iiuu), (ii) any Patent that is a continuation, continuation in @&t only
to the extent of any claims therein that are entitled to claionifgrfrom any such scheduled Patent), divisional orstess of any suc
scheduled Patent or linked to any other such scheduled Patantebyinal disclaimer, and (iii) any foreign counterpart of singt
scheduled Patent.
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(vwwv)  “ Transferred Permits shall mean the Permits (and such pending applications therefenewals therec
set forth on Schedule 1.1(vvvv)

(wwww)  “ Transferred Tangible Propeyt shall mean (i) all Tangible Property located in the Carlsbatifothia
premises and used in, held for use in or necessary for thatiopeof the AirCard Business, other than the Tangible étpgisted o
described on_Schedule 1.1(wwww)(the “ Excluded Carlsbad Tangible Propefly and (ii) all other Tangible Property listed
described on Schedule 1.1(wwww)(ii)

(xxxx) “ Transferred Technology shall mean any and all versions of (i) all Technology thate&etr any of the
Subsidiaries have the right to transfer as of the Closmigishused exclusively in, held for use exclusively inexslusively related 1
the operation of the AirCard Business as currently condumtenirrently contemplated to be conducted including the Teoby
listed or described on Section 5.12(a)diithe Sellers Disclosure Schedule as Prime Transferred Techr(cldtpctively, the “Prime
Transferred Technology, and (ii) all Shared Technology listed or described on 8edil12(a)(iii)of the Sellers Disclosure Schec
as Non-Prime Transferred Technology (collectively, the “ {Roime Transferred Technology. For the avoidance of dou
Transferred Technology does not include any Intellectual ProRégtits.

(yyyy) “ Transferred TrademarKs shall mean all Trademarks that Sellers or their Subsidiaries thavright t
transfer on the Closing Date that are exclusively used in aor foeluse exclusively in the operation of the AirCard Busina
currently conducted, including (i) all Trademarks set forthSshedule 1.1(yyyy) in each case whether pending, issued, ex|
abandoned or closed, (ii) all foreign counterparts of any Stebemark, and (iii) the goodwill of the AirCard Busineslated thereto.

(zzzz) * Transition Services Agreemehshall mean the transition services agreement in substantialfathe fort
and substance as mutually agreed by the Parties as of theedsie h

(aaaaa) *“ U.S. Securities Laws shall mean the Securities Act of 1933, as amended, the SechHxitieange Act ¢
1934, as amended, or the rules and regulations promulgatedriter.

(bbbbb) “ WARN Act ” shall mean the Worker Adjustment Retraining Notification #fc1988, 29 U.S.C. § 2101
seq., as amended, and any similar Law.

(cccec)  “ 9x15 Modules Technologyshall have the meaning as set forth in the Cross-License Agréemen

1.2 Additional Definitions. The following terms have the meanings defined for such terthe Sections set forth below.

Term Section
$ 1.3(c)

Acquired Assets 2.1

Acquired Rights Directive 1.1(nnnn)

Adjusted Cash Purchase Price 3.2(a)(i)
Agreement Preamble
Allocation Schedule 3.3

Assignment and Assumption Agreement 4.2(a)(vii)

Assignment of Lease 4.2(a)(ix)
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Term Section
Assumed Liabilities 2.3
Australian Buyer Preamble
Australian Seller Preamble
Bills of Sale 4.2(a)(vi)
Business Confidential Information 8.5(b)
Buyer Indemnified Parties 12.2(a)
Buyers Preamble
Buyers Relocation Deadline 2.7(a)
Canadian Buyer Preamble
Canadian Seller Preamble
Claim Certificate 12.4(a)
Closing 4.1
Closing Date 4.1
Closing Inventory 3.2(a)(ii)
Closing MDF Liabilities 3.2(a)(iii)
Confidentiality Agreement 8.5(a)
Copyrights 1.2(qa)(iii)
Demand 13.11(f)
Dispute 13.11(a)
Dispute Statement 3.2(d)
Dollars 1.3(c)
Domain Names 1.1(qq)(iv)
Electronic Delivery 13.14
ERISA 1.1(aa)
ERISA Affiliate 1.1(aa)
Escrow Fund 4.2(c)
Estimated Adjusted Cash Purchase Price 3.2(b)
Excluded Assets 2.2
Excluded Carlsbad Tangible Property 1.1 (wwww)
Excluded Liabilities 24
Excluded Sellers Facility 2.7(a)
Export Approvals 5.23(a)
Final Adjusted Cash Purchase Price 3.2(f)
Governmental Approvals 5.2

GST 5.8(f)
HST 5.8(f)
In-Licenses 5.13(a)(v)
Indemnification Claim 12.4(a)
International Buyer Preamble
IP Assignment Agreement 4.2(a)(viii)
IP Buyer Preamble
Loss Threshold 12.3(a)
M2M Recitals
Material Contracts 5.13(a)
Non-Assignable Assets 2.6(a)
Non-Patent IP 1.1(qq)(vii)
Non-Paying Party 10.1
Non-Prime Transferred Technology 1.1(xxxx)
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Term

Section

Non-Competition and Non-Solicitation Agreement

Out-Licenses

Party

Parties

Patents

Paying Party

Post-Closing Buyers Facility
Post-Closing Statement
Pre-Closing Statement
Prime Transferred Technology
Purchase Price

Related Party

Resolution Period

Response

Retained Business Confidential Information

Retained Patents

Review Period

SEC

Sellers

Sellers Disclosure Schedule
Seller Indemnified Parties
Sellers Relocation Deadline
Specified Matters

Straddle Period

Straddle Period Taxes

Survival Period

Target Inventory

Target MDF Liabilities

Third Party Claim

Trademarks

Transaction Confidential Information
Transactions

Transfer Taxes

Transferred Contracts
Transferred Employees
Transferred Leasehold Property
Transferred Leases
Transferred Permits
Unadjusted Cash Purchase Price
US Buyer

US Seller

Wages
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1.1(fff)
5.13(a)(iv)
Preamble
Preamble
1.1(qq)(®
10.1
2.7(a)
3.2(c)
3.2(b)
1.2(xxxx)
3.1(a)
5.20
3.2(e)
13.11(f)
8.5(c)
2.2(b)
3.2(d)
1.1(a)
Preamble
Article 5
12.2(b)
2.7(a)
2.4(p)
10.1

10.1
12.1(b)
3.2(a)(iv)
3.2(a)(v)
125
1.1(qq)(v)
8.5(d)
Recitals
10.2
1.1(pppp)
9.1(a)
5.10(b)
1.1(ssss)
1.1(vvwv)
3.1(a)
Preamble
Preamble
5.15(n)




1.3 Certain Interpretations

(&) When a reference is made in this Agreement to an Article or a»Bgstich reference shall be to an Article
Section of this Agreement unless otherwise indicated. When remeéeis made in this Agreement to a Schedule, such referenc
be to a Schedule to this Agreement (as applicable) unless othéndisated.

(b)  When used herein, (i) the words “hereof,” “herein” and “herewdthi words of similar import shall, unl
otherwise stated, be construed to refer to this Agreemenivasla and not to any particular provision of this Agreemand (ii) the
words “include,” “includes” and “including” shall be deemed in eaa$e to be followed by the words “without limitatioklhless th
context otherwise requires, “neither,” “nor,” “any,” “either,” and™shall not be exclusive.

() When used herein, references to “$” or “ Dollashall be deemed to be references to U.S. dollars.

(d) The meaning assigned to each capitalized term defined and useddhmalbine equally applicable to both
singular and the plural forms of such term, and words denany gender shall include all genders. Where a word or pisrdséine
herein, each of its other grammatical forms shall have a corréaganéaning.

(e) When reference is made to any Party to this Agreement or aayagibeement or document, such reference
include such Party’s successors and permitted assigns. \Wfegance is made to “Buyers” or “Sellerst any of their respecti
“Subsidiaries” or “Affiliates,” such reference shall be interprdiszhdly to include any or all “Buyers” or “Sellerst' their respectiv
“Subsidiaries” or “Affiliates,” respectively.

()  Unless the context otherwise requires, all references in thiseAwent to the Subsidiaries of a legal entity
be deemed to include all direct and indirect Subsidiaries ofesutdty.

(g) A reference to any specific legislation or to any provisioartf legislation shall include any amendment to.
any modification, resnactment or successor thereof, any legislative provision wuedtitherefor and all rules, regulations
statutory instruments issued thereunder or pursuant thereto

(h)  The headings set forth in this Agreement are for convenienafesEnce purposes only and shall not affe
any way the meaning or interpretation of this Agreement.

(i) The Parties hereto agree that they have been represented by legal dowing the negotiation and executio
this Agreement and, therefore, waive the application of any tegulation, holding or rule of construction providithgit ambiguitie
in an agreement or other document shall be construed aga&iiztty drafting such agreement or document.

ARTICLE 2
THE TRANSACTIONS

2.1 Sale and Transfer of AssetéJpon the terms and subject to the conditions set farthis Agreement, at the Clos
Sellers shall (and, where applicable, shall cause their Subsidiayjen accordance with the Bills of Sale, sell, transfeaigasconve
and deliver to Buyers or one or more of their Subsidiaries,
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and Buyers shall (and, where applicable, shall cause theirdgari®s to), in accordance with the Bills of Sale, purchase, rcqui
accept from Sellers, all right, title and interest in, to andeun the following assets, properties and rights ofe&ebr any of the
Subsidiaries, (collectively, the * Acquired Ass&tsfree and clear of all Liens other than (x) the Permitted Liand,(y) the Assum
Liabilities that constitute Liens:

(@) the Transferred Tangible Property;

(b) the Transferred Inventory;

(c) the Transferred Patents;

(d) the Transferred Trademarks;

(e) the Transferred Other IP;

() an undivided joint ownership interest in all Joint IRJuding all books and records embodying such Joint I
the purposes of this Article 2‘undivided joint ownership interestheans that, subject to the terms of this Agreement, each P
owner thereof is free to exploit or enforce such rights arftbaiae others to do so, with no obligation to obtamdbnsent of the ot
Party or owner or to account to the other Party or ownemprfafits or otherwise, and each Party hereby waives anyitigidy hav
under the laws of any country to require such consent or anogusubject to any other Intellectual Property Rightshef dthe

Party);

(g) the Transferred Technology and copies of the Licensed Technalay9x15 Modules Technology, subjec
Section 2.7

(h) the Transferred Leases;

(i) the Transferred Contracts;

() the Transferred Permits;

(k) the Transferred Books and Records;

()  subject to_Section 2.1(m)all claims, demands, causes of action, choses in action gind df recoupme
against third parties relating to the Assumed Liabilitieisjray from facts, events, actions or inactions occurring érdiefore or aft
the Closing;

(m)  with respect to the Transferred IP, the right to regist@sqrute, maintain or record any of such Intelle
Property Rights with any Governmental Authority, includiights to damages and payments for past, present amd iinfringement
or misappropriations thereof, as well as all goodwill asdediwith such Intellectual Property Rights or the AirCardiBess; and

(n) all prepaid amounts, prepaid deposits, charges, expenses, araldtieg to the AirCard Business.

2.2 Excluded AssetsNotwithstanding anything to the contrary contained in 8e@ilor elsewhere in this Agreement,

following assets, properties and rights of Sellers or drijiear Subsidiaries (collectively, the_* Excluded Assdtare not part of tr
sale and purchase contemplated hereunder, are

-18 -




excluded from the AirCard Business and the Acquired Assetslzadtiremain the property of Sellers and their Subsidiartes tfe

Closing:
(@)
(b)
(©)
(d)
(e)
(f)

all Tangible Property that is not Transferred Tangible Prgpert

all Patents that are not Transferred Patents (* Retained P3tents

all Trademarks that are not Transferred Trademarks;
all Other IP that is not Transferred Other IP;
all Technology that is not Transferred Technology;

an undivided joint ownership interest in all Joint IR;lidling all books and records embodying such Joi

(which, for clarity, is separate from Buyers’ undivided jawnership interest under Section 2.1(f)

(9)
(h)
()
()
(k)
()

(m)

(n)

all interests in Real Property other than the Transferred Leases;

all Contracts that are not Transferred Contracts;

all Permits that are not Transferred Permits;

the Excluded Books and Records;

all cash and cash equivalents of Sellers and their Subsidiaries;

all Accounts Receivable of Sellers and their Subsidiaries;

all insurance policies and any rights, claims or chose in agtidar such insurance policies;

all refunds of any Tax payments made by Sellers with respectaxable period (or portion thereof) endin

or prior to the Closing Date;

(0)
(P)

all Employee Benefit Plans;

all assets and other rights sold or otherwise transferregdisposed of in the ordinary course of busi

consistent with past practice between the date of this Agre@meérnhe Closing not in violation of the terms of thigéegment;

(@)
(r)

all rights of Sellers and their Subsidiaries under thiss&ment and the other Transaction Agreements;

except as otherwise provided in this Agreement, all bookseratds and other information prepared by ¢

behalf of Sellers and their Subsidiaries in connection wehTtiansactions and the other transactions contemplated hereby; and

(s)

all rights arising from Excluded Liabilities.
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2.3 Assumed Liabilities Subject to the terms and conditions set forth in thise&gent (including the terms Skction 2.
and the rights of the Buyer Indemnified Parties to indewatifin, compensation or reimbursement under this Agreemertt)¢
Closing, Buyers shall assume (or, where applicable, cause theid&ries to assume) only the following Liabilities @fl&rs or an
of their Subsidiaries, except to the extent any such Liesildre Excluded Liabilities (collectively, the * Assumed Lliéibs ”):

€)) all Liabilities arising after the Closing under the Trangdr Contracts, the Transferred Leases an
Transferred Permits, but only to the extent such obligafipr® not arise from or relate to any violation, breacdefault by Sellel
or any of their Subsidiaries of any provision of such $famed Contract, Transferred Lease, or Transferred Permit, ksahfg an
(i) do not arise from or relate to any event, circumstanogonodition occurring or existing on or prior to the @hgsDate that, wit
notice or lapse of time, would constitute or result in dation, breach or default of any such Transferred Contract, fEraed Leas
or Transferred Permit;

(b) all Liabilities relating to repairs, exchanges, returns and wigrramerchantability and similar claims (but t
for the avoidance of doubt, any environmental claims), arisimgnnection with AirCard Products sold or licensed bySakers an
their Subsidiaries prior to the Closing, but onlyhe extent such Liabilities do not exceed $2,060,912;

(c) all Liabilities in respect of marketing development funds utlderTransferred Contracts in existence at the
of Closing;

(d) all Liabilities to the extent (but only to the extent) arisfrom the operation or conduct of the AirCard Busi
after the Closing;

(e) all Liabilities resulting from, arising out of, or based the litigation and indemnification matters set fortl
Section 2.3(edf the Sellers Disclosure Schedule;

()  subject to Section 3.2all outstanding purchase orders and commitments relatedt@ard Products that ha
been issued to and accepted by Flextronics prior to the Cliosthg ordinary course of the AirCard Business;

(g) subject to_Section 3.2all outstanding purchase orders and commitments related@adli Products that he
been issued to and accepted by component suppliers (inclogimgry manufacturers and Qualcomm) prior to the Closindpé
ordinary course of the AirCard Business;

(h)  subject to_Section 3.2all outstanding purchase orders to the extent relatduktéitCard Business that he
been issued by Sellers or any of their Subsidiaries pritvedClosing in the ordinary course of the AirCard Busirfes goods ar
services that are required to be delivered or performed follothim@losing;

() all obligations and liabilities relating to Transferred Eaygles to the extent set forth_in Article 8nd

() all Liabilities of Buyers for Transfer Taxes allocable to Beya@nder_Section 10.2.
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2.4 Liabilities Not Assumed Notwithstanding anything to the contrary in this Agreetneane of the Buyers nor any
their Affiliates shall assume or otherwise be responsiblardgrLiabilities of Sellers or any of their respective Adfiés (including ar
predecessor of Sellers or their respective Affiliates or amyr mnivner of all or part of their respective businesses aretsdss
whatever nature, whether presently in existence or arising hateaftich are not Assumed Liabilities (collectively, th&Xcludec
Liabilities ). Sellers shall be responsible for the Excluded LiabilitieshiVit limiting the foregoing, Excluded Liabilities shaltinde
the following Liabilities, notwithstanding any discleewn the Sellers Disclosure Schedule:

(@ all Liabilities to the extent arising out of or relating ttee operation or conduct by Sellers or any of
Subsidiaries of any business other than the AirCard Business

(b) all Liabilities to the extent arising out of or relatingatay Excluded Assets;

(c) (i) all Liabilities related to any current, former or prospeztmployees, directors or independent contract:
Sellers and their Affiliates who are not Transferred Employdesther or not such Liabilities arise prior to, on or after Closin
Date and (ii) all Liabilities to or in respect of any TransgfdrEmployees arising on or prior to the Closing;

(d) all Liabilities arising from any misclassification by Sellersany of their Affiliates prior to the Closing of @)y
Person or Employee as an independent contractor rather thar@plagyee, including liability for statutory employee deduwtian:
statutory employer liabilities and for any claims to compémsah lieu of notice of termination of services in excessaiount
prescribed in such independent contractors written terms afentent; (i) any Employee leased from another employer;iariy
Person or Employee currently or formerly classified as exémpt overtime wages;

(e) all Liabilities, including any Liability to grosap any Transferred Employee, solely relating to or arisingpt
the payment by Sellers to any Offered Employees of any “excesshpde paymentskithin the meaning of Section 280G of the C
as a result of the Transactions;

(H all Liabilities for Wages of Transferred Employees earned poitine Closing;

(g) all Liabilities under or relating to the Employee Benefit Bland/or Employee NoGompetition Agreement
including any pension or retirement plan, severance plan tiatgrian, workers compensation, medical, life insurance, dityabr
other welfare plan, expenses and benefits incurred or claimexpect of any current or former employee, director or indep¢
contractor of Sellers or any of their Affiliates, and any cldapsuch current or former employees, directors or indepedatractor
(and their covered dependents) of Sellers or any of theiigdéd for benefits or claims, whether or not such Liabdithrise prior ti
on or after the Closing Date;

(h) all Liabilities arising from or associated with or in conneetiwvith any Employee who is an Automatic Tran
Employee and not a Transferred Employee;

() all Indebtedness of Sellers or any of their Affiliates;

() all Liabilities to any broker, finder or agent for any invesht banking or brokerage fees, findefees ¢
commission and any other fees and expenses payable by Selteranido Section 13:5

(k) (i) all Liabilities of Sellers or any of their Affiliates foraxes, including any Taxes related to the Air(
Business or the Acquired Assets attributable to any taxabtedp@r portion
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thereof) ending on or prior to the Closing Date in accardamith_Section 10.1 (ii) all Liabilities of Sellers or any of their Affiliati
for unpaid Taxes of any person under Treas. Reg. Sectiof2t6l%or any similar provision of state, local, or ndr®. law), as
transferee or successor, by contract or otherwise and (iiiatilities of Sellers or any of their Affiliates for Taxesisamg in
connection with the consummation of the Transactions (incluaity Transfer Taxes allocable to Sellers under Set€idt);

() (i) all Accounts Payable arising out of, relating to or imedrin connection with the AirCard Business or
Acquired Assets prior to the Closing Date, and (ii) aleothiabilities to the extent arising out of, relating taraurred in connectic
with the AirCard Business or the Acquired Assets, arisimgioprior to the Closing (including any condition argsior in existenc
prior to the Closing with respect to the Acquired Assets}ept to the extent that such other Liabilities referred thisnctause (i) at
included in the Assumed Liabilities pursuant to paragraphgd), (e), (f), (g) and (h) of Section 2.3

(m) all Liabilities of Sellers arising from or relating to imfgement, misappropriation, or other violatior
unauthorized use of any Intellectual Property Rights ownethyPerson that result from, arise out of, or are based the (Operatio
of the AirCard Business prior to the Closing, or {lig use, sale, import, export and manufacture of AirCard EBtedthe Prim
Transferred Technology or the Shared Technology (includiag\ibnPrime Transferred Technology and the Licensed Techno
prior to the Closing;

(n) all Liabilities relating to (i) repairs, exchanges, returns amdranty, merchantability and similar claims
respect of the AirCard Products sold or licensed by the Air@arsiness prior to the Closing, to the extent such Lliegsilexcee
$2,060,912, (ii) AirCard Products that are stock rotatedyant to the terms of the applicable Transferred ContractthéeClosin
that were sold or licensed by the AirCard Business poidhe Closing, (iii) AirCard Products that are price praegiursuant to tl
terms of the applicable Transferred Contract after the Closatigabre sold or licensed by the AirCard Business prionéoGlosing
(iv) rebates, discounts or tiered pricing pursuant to angrams commenced by Sellers and their Subsidiaries prioet€ldsing
which are granted to customers in respect of AirCard Prodotd=r licensed by the AirCard Business prior to tresiab;

(o) all Liabilities resulting from, arising out of, or based the litigation and indemnification matters set fortl
Section 2.4(opf the Sellers Disclosure Schedule; and

(p) all Liabilities resulting from, arising out of, or based the Actions or claims described_in Section 2.4fpthe
Sellers Disclosure Schedule (the * Specified Matters

2.5 Transfer of Acquired Assets and Assumed Liabilities

(&) The Acquired Assets shall be sold, conveyed, transferred, aedségrd delivered, to Buyers, and the AsstL
Liabilities shall be assumed by Buyers, pursuant to traasf@iassumption agreements and such other instruments ifosucis ma
be necessary or appropriate to effect a conveyance of the Acquirets As&l an assumption of the Assumed Liabilities i
jurisdictions in which such transfers are to be made. Suckféraand assumption agreements shall be jointly prepared Br8ag
Sellers and shall include the Bills of Sale, the Assignment Asslimption Agreement, the IP Assignment Agreement an
Assignments of Lease, which shall be executed no later tharaatad the Closing by Sellers and/or one or more of Bwabsidiarie:
as appropriate, and Buyers and/or one or more of theirBatiss, as appropriate.

(b) From time to time following the Closing, Sellers and Bsyghall, and shall cause their respective Affiliate
execute, acknowledge and deliver all such further conveyances, notices
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assumptions, releases and acquittances and such other instruamehtshall take such further actions, as may be neces:
appropriate to fully and effectively sell, transfer, assign, @rd/ey and deliver to Buyers and their Subsidiaries ahefpropertie:
rights, titles, interests, estates, remedies, powers awuiteges intended to be expressly conveyed to Buyers and thesid&urie:
under this Agreement and to fully and effectively sell, transfesign, and convey and deliver to Buyers and their Sabsislith:
Assumed Liabilities intended to be expressly assumed by Bayersheir Subsidiaries under this Agreement, and to othemuak
effective the transactions contemplated hereby and to confirmgtite title or interest of Buyers and their Subsidiariegh@Acquire:
Assets, including (i) promptly transferring and/or delingr back to Sellers and their Subsidiaries any asset or libyabiot
contemplated by this Agreement to be an Acquired Asset osannded Liability, respectively, which asset or Liability wasi$ferre
and/or delivered to Buyers and their Subsidiaries at Cloaimd (i) promptly transferring and/or delivering to Buyend the
Subsidiaries any asset or Liability contemplated by this Agee¢rto be an Acquired Asset or an Assumed Liability, respey
which was not transferred and/or delivered to Buyers and $hdisidiaries at Closing, in each case of clauses (i) andvitiijoui
further consideration paid by either Party and the relevargdsidds to this Agreement shall be amended accordingly.

(c) Buyers shall take such actions as Sellers may reasonably reqaedii to assure Buyers and their Subsidiaries
assumption of the Assumed Liabilities. Sellers shall take aatibns as Buyers may reasonably request in order to asslees ani
their Subsidiaries’ retention of the Excluded Liabilities.

2.6 Non-Assignable Assets

(&) Nothing in this Agreement nor the consummation of the Betiens contemplated hereby shall be constru
an attempt or agreement to sell, transfer, assign convey oerdaliy Acquired Asset to Buyers or any of their Subsididpies/idec
that this_Section 2.6(aghall not affect whether any asset, property or right shatleeened to be an Acquired Asset for any ¢
purpose under this Agreement), or for Buyers or any of Bgsidiaries to assume any Assumed Liability, in each caisé vehno
transferable or nonassignable, as applicable, without the carseatver of a third party (including any Governmental Auity) or is
cancelable by a third party in the event of such a transfer gnassint without the consent or waiver of such third pantgiding an
Governmental Authority), in each case unless and until suckerboswaiver shall have been obtained (collectively, “Rerignabl
Assets’).

(b) Sellers shall, and shall cause their Subsidiaries to, usergasionable best efforts to obtain, or to cause
obtained, all consents, approvals and waivers set fortheotio§ 5.30f Sellers Disclosure Schedule on terms that will ensur
Buyers and their Subsidiaries maintain and preserve the ragidsbenefits under the Nd&xssignable Assets following t
consummation of the Transactions that were enjoyed by Sellethein&ubsidiaries as of the date hereof. To the extent petnioy
applicable Law, in the event such consent, approval or waiver t@enobtained prior to Closing, (i) the Néssignable Asse
subject thereto and affected thereby shall be held, as of andtHeo@losing, by Sellers in trust for the benefit of Bgsyeand a
benefits and obligations existing thereunder shall be foeBugpccount(s), (i) Buyers shall pay, perform or otherwise disgh (ir
accordance with the respective terms and subject to the respectilitocsnthereof, and in the name of Sellers) all of the cove
and obligations of Sellers incurred after the Closing wetfpect to such NoAssignable Asset, (iii) Sellers shall take or cause
taken at their own expense such actions in its name or otheasviBayers may reasonably request so as to provide Buyerghe
benefits of such Noissignable Assets and to effect the collection of money logratonsideration that becomes due and pa
under such Nomssignable Assets, and promptly pay over to Buyers alleyjwan other consideration received by it in respect of
Non-Assignable Assets,
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and (iv) Buyers and Sellers shall mutually cooperate to geoany other alternative arrangements as may be reasonably reg
implement the purposes of this Agreement and the other Tramsa&direements. If and when such consent, approval or wa
obtained, Sellers shall, and shall cause their Subsidiariegltpfransfer, assign, convey and deliver such Nssignable Asset
Buyers or their applicable Subsidiaries for no additionalidenstion. Notwithstanding anything herein to the contr8sller shall nc
be obligated to commence or pursue any Action against anyptuitgl with respect to any Non-Assignable Asset.

2.7 Transfer of Acquired Assets; Risk of Loss

(&) Buyers will, at Buyerstost and expense, prepare for the removal and relocation of arsfefrad Tangibl
Personal Property located at the facilities set forth on Sch2di(®) (i), which facilities are not to be purchased, assigned, subl
transferred to or otherwise occupied by Buyers or any of Swdisidiaries pursuant to this Agreement or any other agreemiemé:
into in connection with the Transactions, or, if a thiedty facility, the Contract for which is not a Transferresh@act (each su
facility, an “ Excluded Sellers Facilityy and remove and relocate such Acquired Assets from the relevantBacsellers Facility .
provided under and in accordance with the Transition ServiceseAgent (the “ Buyers Relocation DeadltheSellers will, at Sellers’
cost and expense, prepare for the removal and relocation of anbléaBgcluded Assets located at the facilities set fort
Schedule 2.7(a)(ii) which facilities are to be purchased, assigned or transfermdyers and their Subsidiaries and not subleas
otherwise occupied by Sellers or any of their Subsidiaribewimg the applicable Closing pursuant to this Agreemerdror othe
agreement entered into in connection with the Transactions (eekfagility, a “ PostClosing Buyers Facility) and remove ar
relocate such Excluded Assets from the relevant @lsting Buyers Facility as provided under and in accordancetmétiiransitio
Services Agreement (the " Sellers Relocation Deadliné&ubject to the provisions hereof, each of Sellers, on thehand, an
Buyers, on the other hand, agree to cooperate, and agree to causesfiegtive Subsidiaries, as applicable, to cooperate witl
other, and provide each other all assistance reasonably regoyesitedother Party in connection with the planning andémgintatio
of the removal and relocation of any such Acquired Assets duied Assets or any thereof to such location as Buyers ar§el
applicable, will designate.

() The Acquired Assets will be transported by or on behalfwfeBs and, until all of such Acquired As:
are removed from an Excluded Sellers Facility, Sellers withfieand will cause their Subsidiaries to permit, Buyard thei
authorized agents or representatives, upon reasonable prior tofiee,e reasonable access to such Excluded Sellers |
during normal business hours to the extent necessary to avithl the terms of this Section 2,7ncluding to disconne«
detach, remove, package and crate such Acquired Assets for trafspamnts will be responsible for (A) disconnecting
detaching all fixtures and equipment comprising such Acquirezk®s from the roofs, floor, ceiling and walls of an Edet
Sellers Facility prior to removing the same from such Exclu8eliers Facility, (B) packaging and loading such Acqt
Assets for transporting to and any reinstallation @hsficquired Assets at such location(s) as Buyers may determuh¢Ci
repairing any damage that is caused by such removal, the Pargeingghat Buyers shall leave the applicable premis
broom clean condition and in no better condition than thaireder of the premises generally.

(i)  The Excluded Assets will be transported by or on behabediers, and until all of such Excluded As
are removed from a Po8tiosing Buyers Facility, Buyers will permit, and will cautheir Subsidiaries to permit, Sellers
their authorized agents or representatives, upon reasonablegtit®, to have reasonable access to such@®osing Buyer
Facility during normal business hours to the extent necessapmply with the terms of this Section
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2.7including to disconnect, detach, remove, package and crate sucldétkélgsets for transport. Sellers will be respon
for (A) disconnecting and detaching all fixtures and equipraentprising such Excluded Assets from the roofs, flooting
and walls of a Post-Closing Buyers Facility prior to remgwhe same from such PdSlesing Buyers Facility, (B) packagi
and loading such Excluded Assets for transporting to andreingtallation of such Excluded Assets at such location
Sellers may determine, and (C) repairing any damage that is dayiseth removal, the Parties agreeing that Sellers
leave the applicable premises in broom clean condition andletter condition than the remainder of the premises generally

(b) Transfer and delivery of the Transferred Technology, Licensetiriology and 9x15 Modules Technology ¢
include physical or electronic delivery of (i) all current (irihg under development) versions of the Transferred Teaiy
Licensed Technology and 9x15 Modules Technology, (ii) airprersions of the Transferred Technology and Licensed Tedy
that are currently supported or otherwise used in the operattithe AirCard Business as currently conducted, (iiiellé3s posse:
and can locate using commercially reasonable efforts, all otleerversions of the Transferred Technology and Licensed Teaiyn
(iv) the Documentation Deliverables and other appropriate dodatimmthereof as reasonably requested by Buyers to facilite
transfer and operation of the AirCard Business as currentigumed, and (v) if Sellers possess and can locate using comiy
reasonable efforts, all copies of the foregoing that domstiPrime Transferred Technology. The Parties shall coopergt@ihfaith t
define and transfer such Transferred Technology and Licensed Teghn®b the maximum extent practicable, all Software 1
delivered hereunder shall be delivered by electronic means in a nsggraofied by Buyers. Sellers shall not retain in their pegse
or control any Transferred Tangible Property or Transfeffechnology or any copy thereof, except Sellers may retain cof
Transferred Technology for archival purposes (including éfertti against any claim which is asserted against Sellers am
Subsidiaries) to perform their obligations under and guttire term of the Transition Services Agreement, and to exehaseright:
under the Cross License Agreement.

(c) Allrisk of loss as to the Acquired Assets will be boye and will pass to, Buyers as of the Closing.

(d) Buyers and Sellers shall, as soon as practicable after the@;l¢$icause such Transferred Employee locat
Sellers’facilities in Richmond, British Columbia, to be located @located to the Transferred Leasehold Property at that locatil
(i) shall remove from any Transferred Leasehold Propertyeamgloyees or personnel that are not Transferred Employee<ost
and expenses incurred by Buyers and Sellers related to theifyehall be addressed in the Transition Services Agreement.

ARTICLE 3
PURCHASE PRICE

3.1 Purchase Price

(&) Subject to the terms and conditions of this Agreement, thehase price to be paid by Buyers for the Acqt
Assets (the “ Purchase Priteshall be the aggregate of (i) the amount of the Assumed Ltiedijlplus (ii) a cash payment of C
Hundred Thirty Eight Million U.S. Dollars (US $138@000) (the “ Unadjusted Cash Purchase PYicas adjusted pursuant to
terms of Section 3.2payable in accordance with the terms of this Agreement.

(b) The Purchase Price shall be paid and satisfied as follows:
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(i) atthe Closing, an amount in U.S. dollars equal to thenastid Adjusted Cash Purchase Pringusar
amount equal to the Escrow Amount shall be paid by BupdistSellers or their designee(s);

(i)  at the Closing, an amount equal to the Escrow Amount in dblars shall be paid by Buyers to
Escrow Agent;

(i)  the Assumed Liabilities shall be assumed by Buyers at tr&@nQlby the execution and delivery of
Assignment and Assumption Agreement; and

(iv)  the adjustment amount shall be paid on the date specifiedctin® 3.2(f)in the manner set forth
Section 3.2(f

3.2 Purchase Price Adjustment

(@) For all purposes of and under this Agreement, the followapitalized terms shall have the respective mea
ascribed thereto below:

(i) “ Adjusted Cash Purchase Pritshall mean the Unadjusted Cash Purchase Price:

(A)  plus(x) the amount, ifany, by which Closing Inventory is greater than Target Irorgntol
minus(y) the amount, if any, by which Target Inventory is gre#éttan Closing Inventory (it being understood
hereby agreed that if Closing Inventory is equal to Targedntory, then the Unadjusted Cash Purchase Price w
be adjusted pursuant to this clause (A)); and

(B) minusthe amount, if any, by which Closing MDF Liabilities areeaper than Target ML
Liabilities (it being understood and hereby agreed that i§i6gpMDF Liabilities are equal to or less than Target !
Liabilities, then the Unadjusted Cash Purchase Price will@madpusted pursuant to this clause (B)).

(i)  “ Closing Inventory’ shall mean the “Net Transferred Inventorytimber, in U.S. dollars, as definec
Section 3.2(a)(iipf the Sellers Disclosure Schedule.

(i)  “ Closing MDF Liabilities” shall mean the U.S. dollar amount of all Liabilities in exgpf marketin
development funds under the Transferred Contracts in existetime Eine of Closing.

(iv) “ Target Inventory” shall mean Twelve Million Three Hundred Thousand U.S. Doll@/s

$12,300,000).

(v) “Target MDF Liabilities” shall mean Eight Million U.S. Dollars (US $8,000,000).

(b) No later than three (3) Business Days prior to the CldSeig, Sellers shall deliver to Buyers a statement (the
PreClosing Statemeri) setting forth Sellersgood faith estimate of (i) the amount of Closing MDF Lligibs and (ii) a calculation
the Adjusted Cash Purchase Price based on such amount afigCMBIF Liabilities and assuming that the amount of Clc
Inventory is equal to Target Inventory (the amount so cakxdillaeing referred to herein as the “ Estimated Adjusted Cashde
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Price "), together with reasonably detailed supporting documentatiorsifoh calculations and any additional documentatior
information reasonably requested by Buyers (which shall repttp provided by Sellers).

(c) As promptly as practicable, but in no event later than fiiwey{45) days after the Closing Date, Buyers
deliver to Sellers a statement (the * PG#bsing Statemenit) setting forth the Buyersgood faith calculation of (i) the amount
Closing Inventory, (ii) the amount of Closing MDF Likfiés and (iii) a calculation of the Adjusted Cash Purchage Pased on su
amounts, together with reasonably detailed supporting demtation for such calculations and any additional documentatic
information reasonably requested by Sellers (which shall bregihp provided by Buyers).

(d) Buyers shall provide Sellers and their representatives with meblenaccess (with the right to make cop
during normal business hours and upon reasonable advance, totihe work papers of Buyers related to the preparatitred?ost-
Closing Statement, as well as to any of the property andtifsiand such books and records and other relevant docuroerdat
information of Buyers related to the AirCard Business, angleBs shall make available their employees knowledgeable ab
information used in, and the preparation of, the Rdssing Statement. Sellers shall have fifteen (15) Business fodlgwing thei
receipt of the Post-Closing Statement (the “ Review Pé&lidd review the same together with all documentation and irgton
requested in accordance with this Section 3.2fdjich shall be promptly provided by Buyers). On or beftite expiration of tt
Review Period, Sellers may deliver to Buyers a written statedigptiting the PosElosing Statement. In the event that Sellers
dispute the Post-Closing Statement, such statement shaliiénaldetailed itemization of Sellei@jections and the reasons ther
(such statement, a_* Dispute Statem§ntAny component of the Poglosing Statement that is not disputed in a DisputéeSien
shall be final and binding on the Parties and not subjeappeal. If Sellers do not deliver a Dispute Statement to Buvidhi the
Review Period, the Posilosing Statement shall be final and binding on the Partiémnansubject to appeal and the amount o
Adjusted Cash Purchase Price as set forth in the Post-@B&itement shall be deemed to be the Final Adjusted CastaBeifetice.

(e) If Sellers deliver a Dispute Statement during the Review PeBuagers and Sellers shall promptly meet
attempt in good faith to resolve their differences with eespo the disputed items set forth in the Dispute Statenueimigdthe fiftee:
(15) Business Days immediately following Buyemsteipt of the Dispute Statement, or such longer period asrSathd Buyers m.
mutually agree (the “ Resolution Perityd Any such disputed items that are resolved by Sellers and 8ulyging the Resolutic
Period shall be final and binding on the Parties and n¢¢cuio appeal. If Sellers and Buyers do not resolve all sisgluited items k
the end of the Resolution Period, Sellers and Buyers shfathis all items then remaining in dispute with respecthi® Disput
Statement to the Accounting Firm for review and resolutioith(wach Party preparing a submission to the Accounting Fien
reflects all revisions made to such Pastproposal as a result of the negotiations during the RiesoReriod and outlining the itel
that remain in dispute at the time of the submission ofilge Accounting Firm shall act as an expert and not an adoitrBle
Accounting Firm (i) shall determine only those items remnginn dispute between Sellers and Buyers, (ii) shall agmyvaluatio
principles set out in_Section 3.2(a)(@j the Sellers Disclosure Schedule to the extent that the displattes to the determinatior
Closing Inventory, and (iii) shall only be permitted atteorized to determine an amount with respect to any suchtdispgem that |
either the amount of such disputed item as proposed by 8iryéine Pos€losing Statement or the amount of such disputed it
proposed by Sellers in the Dispute Statement. Each of Satethe one hand, and Buyers, on the other hand, shall {&) ieto ¢
customary engagement letter with the Accounting Firm at the simok dispute is submitted to the Accounting Firm and ofise
cooperate with the Accounting Firm, (B) have the opportunityubmit a written statement in support of their respegositions wit
respect to
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such disputed items, to provide supporting materialécdtcounting Firm in defense of their respective positiork meispect to sut
disputed items and to submit a written statement respondlitige other Partg' position with respect to such disputed items an
subject to customary confidentiality and indemnity agreementsjde the Accounting Firm with access to their respective b
records, personnel and representatives and such other infornastidine Accounting Firm may require in order to rende
determination. The Accounting Firm shall be instructed toveleto Sellers and Buyers a written determination (such detation tc
include a worksheet setting forth all material calculations usedriving at such determination and to be based solelyformiatior
provided to the Accounting Firm by Sellers and Buyerghefdisputed items within thirty (30) calendar days of readithe dispute
items, which determination shall be final and binding onRhrgies hereto and not subject to appeal. All fees and experatégyré
the work, if any, to be performed by the Accounting Firith ae allocated between Sellers, on the one hand, and Buyetise athe
hand, in the same proportion that the aggregate amount dstheet! items so submitted to the Accounting Firm thah&iccessful
disputed by each such party (as finally determined by the AdoguRirm) bears to the total disputed amount of such itec
submitted. Neither Party shall engage in ex parte communicatitinshe Accounting Firm with respect to the Transactiond thrd
Accounting Firm issues its final determination.

() The Adjusted Cash Purchase Price, as determined in accordancéneviinal, binding and nonappeals
resolution of the calculation of the amount of Closingeintory and the amount of Closing MDF Liabilities purguanthe terms ¢
Sections 3.2(c) 3.2(d)and_3.2(ekhall be referred to herein as the “ Final Adjusted Cash PurEigse” As soon as practicable (e
in any event within three (3) Business Days) followingdktermination of the Final Adjusted Cash Purchase Price, Bay&sller
shall make the following payment, as applicable:

(i) If the Final Adjusted Cash Purchase Price is greater than tmeafesd Adjusted Cash Purchase P
then within five (5) Business Days after such final deteatidm, Buyers shall deliver to Sellers or their designee(navun
in U.S. dollars equal to such excess in immediately availabldsfby wire transfer to an account or accounts designe
writing by Sellers or their designee(s).

(i)  If the Estimated Adjusted Cash Purchase Price is greater th&ntieAdjusted Cash Purchase Pi
then within five (5) Business Days after such final deteatidn, Sellers, jointly and severally, shall deliver toy@&s al
amount in U.S. dollars equal to such excess in immediatelyablaifunds by wire transfer to an account or acct
designated in writing by Buyers.

3.3  Allocation . The Purchase Price and any Assumed Liabilities shall be alloaatedg the Acquired Assets to
acquired by each Buyer, as the case may be, in accordance with dpflizalhaw and the methodology attached as Sectioof3t&
Sellers Disclosure Schedule (the * Allocation Schedul&ollowing the determination of the Final Adjusted Cash RasetPrice, tf
Allocation Schedule shall be updated to reflect such adjustmejastments, if any. Buyers and Sellers agree to repotbacals
each of their respective Subsidiaries to report, as applicabléraiisactions contemplated in this Agreement in a manner eor
with the Allocation Schedule for all Tax purposes, and tbaerof them will take any position or cause their respectibsiSiaries t
take any position inconsistent therewith in any Tax Returrany refund claim, in any litigation, or otherwise, unlefiserwist
required by applicable Law. Buyers and Sellers shall cooperateeaith other in preparing all Tax documentation so it is stem
with the Allocation Schedule. Buyers and Sellers shall prommttify the other Party in writing upon receipt of notafeany pendin
or threatened Tax audit or assessment challenging the allocatiom Pfirchase Price.
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3.4 Withholding. Buyers and the Escrow Agent shall be entitled to deducwihtiold from any consideration payable
otherwise deliverable pursuant to this Agreement such amaantsay be required to be deducted or withheld therefrom ung
other provision of federal, state, local, or foreign Tax loawnder any applicable Law. To the extent such amounts are scekd
withheld, such amounts shall be treated for all purposesruhid Agreement as having been paid to the Person to widmasount
would otherwise have been paid. Prior to the Closing, @anaSeller shall deliver to Buyers a properly completed PAH8BEN,
certifying that Canadian Seller is eligible for benefits underd.S.-Canada income tax treaty.

ARTICLE 4
CLOSING

4.1 Closing. Unless this Agreement is validly terminated pursuant tdi®®ed1.1, the Parties shall consummate
Transactions at a closing (the_“ Closifjgto occur on a Business Day as soon as practicable (but in nbrages than three (
Business Days) following the satisfaction or waiver (ifnpigied hereunder) of all of the conditions set forth in $acti.3other tha
those conditions that by their nature are to be satisfidteaflosing (but subject to the fulfillment or waiver atk conditions at tt
Closing) at the offices of Wilson Sonsini Goodrich & RibsProfessional Corporation, 650 Page Mill Road, Pdto, ACalifornie
94304. The date upon which the Closing occurs hereundeersa@to herein as the “ Closing Ddte

4.2 Closing Deliveries

(&) Sellers Closing Deliveries At the Closing and subject thereto, Sellers shall delivecqose to be delivered)
Buyers the following:

() receipts against payment of the Estimated Adjusted Cash Purdfiegsenirusan amount equal to t
Escrow Amount;

(i)  the Cross-License Agreement, executed by each applicable Seller;

(i)  the Joint Development Agreement, executed by each applicable Seller;

(iv)  the Transition Services Agreement, executed by Canadian Seller;

(v) the Non-Competition and Non-Solicitation Agreement, execugeshbbh applicable Seller;

(vi)  the Bills of Sale, executed by each Seller, in substantiallsdinge form and substance as mutt
agreed by the Parties as of the date hereof (collectively,_tiks ‘0BSale™);

(vii)  the Assignment and Assumption Agreements, in substantielgame form and substance as mut
agreed by the Parties as of the date hereof (collectively, thaitjisent and Assumption Agreemét executed by eas
applicable Seller;

(viii) the Intellectual Property Assignment Agreement, in substantiad same form and substanct
mutually agreed by the Parties as of the date hereof (the "digmsent Agreemeri), executed by each applicable Seller;
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(ix) an Assignment and Assumption of Lease with respect to eackf@nau Lease, in substantially
same form and substance as mutually agreed by the Partieshasdafte hereof (the_* Assignment of Ledseexecuted b
each applicable Seller, together with the written consent of ilerlying lessor or sublessor under each such Trans
Lease to the assignment thereof, if required pursuant to the tdrsuch Transferred Lease, in substantially the same fa
substance as mutually agreed by the Parties as of the date hittesfich changes thereto as are reasonably requested
lessor or sublessor and reasonably approved by Buyers;

(x) the Escrow Agreement, executed by each Seller;

(xi) a nonforeign affidavit dated as of the Closing Date, sworn untepenalty of perjury and in form &
substance required under the Treasury Regulations issued pus@ode 81445 stating that the US Seller is ndbeefgr
person” as defined in Code §1445; and

(xii) such other agreements and instruments, executed by the apppeatids, as may be reason:
requested by Buyers to fully and effectively consummate the dctoss.

(b) Buyers Closing Deliveries At the Closing and subject thereto, Buyers shall delivecdase to be delivered)
Sellers the following:

() a cash payment in immediately available funds in the amouhedEstimated Adjusted Cash Purcl
Price,minusan amount equal to the Escrow Amount;

(i)  the Cross-License Agreement, executed by each applicable Buyer;

(i)  the Joint Development Agreement, executed by each applicable Buyer;

(iv)  the Transition Services Agreement, executed by US Buyer;

(v) the Non-Competition and Non-Solicitation Agreement, execugeshbh applicable Buyer;
(vi) the Bills of Sale, executed by each applicable Buyer;

(vii)  the Assignment and Assumption Agreements, executed by each ajgpBogler;

(viiiy  the IP Assignment Agreement, executed by each applicable Buyer;

(ix) the Assignment of Lease as to each Transferred Lease, executed bypdiaableBuyer;
(x) the Escrow Agreement, executed by each Buyer; and

(xi) such other agreements and instruments, executed by the apppeatds, as may be reasone
requested by Sellers to fully and effectively consummate thesactions.

(c) Escrow Fund At the Closing and subject thereto, Buyers shall delimecg@use to be delivered) to the Esc

Agent a cash payment in immediately available funds in the aggragaiunt of the Escrow Amount to the accounts designa
writing by the Escrow Agent prior to the Closing, which
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shall be held in such accounts as partial security for the irifleation, compensation and reimbursement obligations of Saliede
this Agreement (collectively, the * Escrow Fuf)d The Escrow Fund shall be held and disbursed by the EscremtAmder ar
pursuant to the terms of the Escrow Agreement.

4.3 Closing Conditions

(&) Closing Conditions of Both PartiesThe respective obligations of Buyers and Sellers to consienthi
Transactions shall be subject to the satisfaction, at ortoribee Closing, of the following conditions:

() Receipt of Requisite Requlatory Approvals

(A) All waiting periods (including extensions thereof) applieata the Transactions under the
Act shall have expired or been terminated early; and

(B) The Competition Act Clearance shall have been satisfied or obtained.

(i)  Absence of Legal Restraints

(A) No Governmental Authority shall have enacted, issued or pgatead any Law or Order tt
has the effect of rendering the Transactions or any of ther tidnsactions contemplated by any of the Trans:
Agreements, or the Partiegerformance under any of the Transaction Agreements, illegaherwise prohibits «
otherwise restrains the consummation of the TransactiotiseoParties’performance under any of the Transac
Agreements.

(B) No Action shall be pending before any Governmental Authorityich is reasonably expec
to result in an unfavorable Order (and no such Order shadl I@en issued or granted or be in effect) in respect tl
that would (1) prevent the performance of this Agreement pioathe Transaction Agreements or the consumm
of any of the Transactions or any of the other transactionteroptated by any of the Transaction Agreemen
declare unlawful any of the Transactions or any of the othesdctions contemplated by any of the Transa
Agreements; (2) cause any of the Transactions or any othlike toansactions contemplated by any of the Trans:
Agreements to be rescinded following consummation; or (Bradly affect in any material respect the right of Bl
and their Subsidiaries to own the Acquired Assets, receiveigids, licenses, services and benefits unde
Transaction Agreements or operate the AirCard Business, dihar any such Action to the extent it alle
infringement of any Patent owned, controlled or enforced berdity generally known for a business strateg
conducting Patent litigation against alleged infringers, withintention to manufacture or market the inver
forming the subject matter of any applicable Patent, otherwigek as a “non-practicing entity”.

(i) IT Systems. All software development to support data management and thmated transmissi
(sending and receiving) of data to and from customers, isuppind third parties supporting the AirCard Businesspasifiet
on Schedule 4.3(a)(iii) shall have been completed, tested and approved by Buyers agrd,Seiting reasonablprovided,
that if Buyers fail to reasonably cooperate in the Partiésitsfto satisfy the condition set forth in this SectoB(a)(iii) , ther
such condition shall nevertheless be deemed satisfied.
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(b)  Additional Closing Conditions of BuyersThe obligations of Buyers to consummate the Transactiaishs
subject to the satisfaction at or prior to the Closing of edidche following conditions, any of which may only be wed in writing
exclusively by Buyers:

() Accuracy of Sellers Representations and Warranties

(A) Each of the representations and warranties of Sellers set iforfection 5.1(Seller:
Organization and Good Standing; Authority and EnforcéghilSection 5.4Title) and_Section 5.1Brokerage Fee
shall have been true and correct in all respects on and as @téhefdhis Agreement and shall be true and corr
all respects on and as of the Closing Date with the same falaffant as if made on and as of the Closing Date (
than any such representations and warranties that addressmoalyeais of a specified date, which shall have bee
and correct in all respects as of such date).

(B) Each of the representations and warranties of Sellers sefrfditls Agreement (other than
Section 5.1(Sellers Organization and Good Standing; Authority andi€efbility), Section 5.4Title) and Sectior
5.19 (Brokerage Fees)) that is not qualified by “materiality”, “Besies Material Adverse Effectir similar concej
shall have been true and correct in all material respects on andresdzte of this Agreement and shall be true
correct in all material respects on and as of the Closing D#tethvé same force and effect as if made on and as
Closing Date (other than any such representations and waritatiesidress matters only as of a specified date,
shall have been true and correct in all material respects as ofateh d

(C) Each of the representations and warranties of Sellers sefrfditls Agreement (other than
Section 5.1(Sellers Organization and Good Standing; Authority andi€efbility), Section 5.4Title) and Sectior
5.19(Brokerage Fees)) that is qualified by “materiality”, “Businessdvlat Adverse Effect'br similar concept shi
have been true and correct in all respects (taking into accountreateriality” or “Business Material Adverse Effect”
qualifier) on and as of the date of this Agreement and shallbeand correct in all respects (taking into account
“materiality” or “Business Material Adverse Effeagualifier) on and as of the Closing Date with the same forc
effect as if made on and as of the Closing Date (other thasughyrepresentations and warranties that address r
only as of a specified date, which shall have been true arettaorrall respects as of such date).

(i) Compliance with CovenantsSellers shall have performed and complied in all material respéhtthe
covenants and obligations under this Agreement required terfiemed by and complied with by Sellers prior to the Dlps

(i)  Absence of Business Material Adverse Effe&ince the date of this Agreement, there shall not
occurred a Business Material Adverse Effect.

(iv)  Sellers Closing Certificate Buyers shall have received certificates, duly executed by anraet
officer of each of the Sellers, certifying as to the matterfostin Section 4.3(b)(i) Section 4.3(b)(iijand_Section 4.3(b)(iii)

(v) Required Contract Consent&ach consent or waiver identified with an asterisk on Se&idof the
Sellers Disclosure Schedule shall have been obtained, shalfflleforce and effect and such Transferred Contract she
have been amended or modified in connection
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therewith in a manner that would be adverse to Buyers, asrile¢er by Buyers acting reasonably and in good faith.

(vi) Required Permits

(A) Each Transferred Permit set forth on_Schedule 4.3(b)(vit#l have been transferred
delivered to, and shall inure to the benefit of, Buyers, ail@rS shall have provided evidence of the transfer of
such Transferred Permit in form and substance reasonably satigfacBuyers.

(B) Each Permit set forth on_Schedule 4.3(b)(vi)fBall have been obtained by Buyers so
enable Buyers to own and operate the AirCard Business onldbim@ Date after the Closing in the same mann
which Sellers operated the AirCard Business on the date fmrdah the Closing Date before the Closing.

(vii) Offered Employees At least 85% of the Offered Employees (excluding for phispose the Ke
Employees) and at least sixteen (16) of the nineteen (19)e@ffemployees identified with a double asterisk on Sectibh 5.
(a)(i) of the Sellers Disclosure Schedule shall (A) be employees epémdlent contractors of Sellers (or one of Sellers
Subsidiaries) immediately prior to the Closing, (B) have aecepffers in writing of employment or service with Buyéws
any of Buyers'Subsidiaries) effective as of the Closing, which accepted offeemployment or service shall not have k
repudiated or otherwise rejected by such employee or independeractor, and (C) not have notified Sellers (or an
Sellers’ Subsidiaries) or Buyers (or any of Buy&usbsidiaries) that such Person will leave the employ or sesf/Bayers (o
any of Buyers’ Subsidiaries) shortly after Closipgyvided that in the event Buyers do not make written offers to ormaane
Offered Employees (excluding for this purpose the Key Engasy on the terms set forth in Article, ®r following the
acceptance of a written offer of employment or service by an OffEragdloyee (excluding for this purpose the
Employees), Buyer (or any of its Subsidiaries) amends thrdvéiws such offer of employment or service in any respec
applicable Offered Employees shall nevertheless be deemed to havedatspt of employment or service with Buyers
shall be included in the calculation above.

(viii) Key Employees Each of the Key Employees shall (A) be employees of Sellersn@ of Sellers’
Subsidiaries) immediately prior to the Closing, (B) hate notified Sellers (or any of Selle&ubsidiaries) or Buyers (or ¢
of Buyers’ Subsidiaries) that such Person will leave thelempf Buyers (or any of BuyersSubsidiaries) shortly after t
Closing Date, and (C) not have repudiated or otherwise rejscigld Key Employes’ Employment Offer Letter or K
Employee Non-Competition Agreement or any term thereof.

(ix)  Financial Statementdf US Buyer is required to file with the SEC any Cafet Financial Statemen
Sellers shall have delivered to Buyers a copy of such GamteFinancial Statements, in form and substance reast
satisfactory to Buyers and which otherwise satisfy the reqeintsrof Section 8.11(a)

(x) Third Party Arrangements

(A) Buyers shall have entered into written Contracts with the Religentified with an asterisk
Section 5.13(apf the Sellers Disclosure Schedule or Sellers shall have agreedvide alternative arrangement
Buyers and their Subsidiaries in lieu of such written Gatér (pursuant to any of the other Transaction Agreements ¢
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otherwise), in each case, sufficient to enable Buyers and thiesidtaries to continue to design, develop, manufa
test, market, support, distribute and sell AirCard Praductinterrupted from and after the Closing in a me
substantially the same as it was operated prior to the Closing

(B) Buyers shall have entered into written Contracts with the Rermtentified with a doub
asterisk on_Section 5.13(@f the Sellers Disclosure Schedule or Sellers shall have agreg@wiale alternativ
arrangements to Buyers and their Subsidiaries in lieu of swuiken Contracts (pursuant to any of the ¢
Transaction Agreements or otherwise), in each case, sufficiamtaiole Buyers and their Subsidiaries to contin
design, develop, manufacture, test, market, support, dittrénd sell AirCard Products uninterrupted from and
the Closing in a manner substantially the same as it wasteggnaor to the Closing.

(xi)  Sellers Closing Deliveries Sellers shall have delivered (or caused to be delivered) tbeviiad:

(A) releases of all Liens (other than Permitted Liens) relatinbetdAcquired Assets, including 1
Liens set forth on Schedule 4.3(b)(xi)(Aand

(B) the closing deliveries set forth in Section 4.2(ajtiipugh_Section 4.2(a)(xii)

(c) Additional Closing Conditions of SellersThe obligations of Sellers to consummate the Transactiaik &
subject to the satisfaction at or prior to the Closing of ediche following conditions, any of which may only be wed in writing
exclusively by Sellers:

()  Accuracy of Buyers Representations and Warranties

(A) Each of the representations and warranties of Buyers setrfiogBbction 6.1Organization an
Good Standing) and Section §&uthority and Enforceability) shall have been true and correali irespects on and
of the date of this Agreement and shall be true and corredtriesgkects on and as of the Closing Date with the
force and effect as if made on and as of the Closing Date (dtherany such representations and warrantie:
address matters only as of a specified date, which shall havérbeemd correct in all respects as of such date).

(B) Each of the representations and warranties of Buyers setridtisiAgreement (other than
representations and warranties set forth_in SectionaBdl Section 6.9 that is not qualified by “materialityor
“Buyers’ Material Adverse Effectdr similar concept shall have been true and correct in all matesig¢cts on and
of the date of this Agreement and shall be true and correct imaddirial respects on and as of the Closing Date
the same force and effect as if made on and as of the Closingoffeethan any such representations and warr:
that address matters only as of a specified date, which shedllieen true and correct in all material respects
such date).
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(C) Each of the representations and warranties of Buyers setridtisiAgreement (other than
representations and warranties set forth in SectiomridlSection 6.2 that is qualified by “materiality” or “Buyers’
Material Adverse Effectbr similar concept shall have been true and correct in all respeetsd as of the date of t
Agreement and shall be true and correct in all respects on andhas@osing Date with the same force and effe
if made on and as of the Closing Date (other than any suoksespations and warranties that address matters ¢
of a specified date, which shall have been true and correct inalctesas of such date).

(i)  Compliance with CovenantBuyers shall have performed and complied in all material respatt the
covenants and obligations under this Agreement required terfiemed by and complied with by Buyers prior to the Qs

(i)  Buyers Closing DeliveriesBuyers shall have delivered (or caused to be deliveredplibeving:

(A) certificates, duly executed by an authorized officer of each Buyeifytaytas to the matte
set forth in_Section 4.3(c)(gnd Section 4.3(c)(ii)and

(B) the closing deliveries set forth in Section 4.2(b}ilpugh_Section 4.2(b)(xi)

ARTICLE 5
REPRESENTATIONS AND WARRANTIES OF SELLERS

Subject to the exceptions and disclosures set forth in sedodiire schedule delivered by Sellers to Buyers concurneitt

the execution and delivery of this Agreement, dated as of dke likreof (the “_Sellers Disclosure Schedilé€referencing th
appropriate section, subsection, paragraph and subparagraph swoihtiés Agreementprovided, howevetthat any such disclost
against any section or subsection of this Artickh&ll be deemed to be a disclosure against each of the other sentissishsectiol
of this Article 5to the extent the applicability of such disclosure to suckrathctions and subsections is reasonably apparent
face of such disclosure), Sellers, jointly and severally, haigingsent and warrant to Buyers as follows:
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5.1 Sellers Organization and Good Standing; Authority and Enforceability

(&) Canadian Seller is a corporation duly organized, validly egistimd in good standing under the Canada Bus
Corporations Act and is not a noasident of Canada for purposes of the Income Tax Act (CanaBageller is a corporation dt
organized, validly existing and in good standing under #ues lof the State of Delaware. Australian Seller is a corporatidy
organized, validly existing and in good standing under tisLof the jurisdiction of its formation. Each Seller arsdapplicabl
Subsidiaries has all necessary corporate power and authorayryoon the AirCard Business and to own and use the Aethfissets.

(b) US Seller, being a noresident of Canada for purposes of the Income Tax Act (Caniadadt selling ¢
otherwise disposing of “taxable Canadian property” underAgieement, as that term is defined in the Income Tax Act (Canada)

(c) Each Seller has all necessary corporate power and authority taeexecldeliver this Agreement, the o
Transaction Agreements to which it is or will be a party each certificate and other instrument required by this Agreemearty
other Transaction Agreements to be executed and delivered bySelleh pursuant hereto or thereto, to perform its oblige
hereunder and thereunder and to consummate the Transactionseamitheth transactions contemplated hereby and thereb
execution and delivery by each Seller of this Agreement, the dthasaction Agreements to which it is or will be a party eact
certificate and other instrument required to be executed anceidali by such Seller pursuant hereto or thereto, the perforrbg
such Seller of its obligations hereunder and thereunder andahsummation by such Seller of the Transactions and the
transactions contemplated hereby and thereby, have been duly iyl asgthorized by all necessary corporate action on the ¢
such Seller or any of its Subsidiaries. The board of direatbreach Seller has approved this Agreement, the other Tran
Agreements to which such Seller is or will be a party &edlransactions and the other transactions contemplated herele gy
and no other corporate proceedings on the part of such Sallereaessary to authorize this Agreement or any other Tran:
Agreements to which such Seller is or will be a party @mottsummate the Transactions on the terms set forth hereiheaetht(othe
than a resolution of the sole shareholder of US Sellachatas been obtained.

(d) This Agreement, the other Transaction Agreements to whictsahgr is or will be a party and each certific
and other instrument required to be executed and deliveredgawsitiant hereto or thereto has been (or will be) duly aridiy
executed and delivered by such Seller and, assuming the due zattboriexecution and delivery by Buyers, constitutes (ol
constitute) a legal, valid and binding obligation of sucheBe¢énforceable against such Seller in accordance with its respiective
subject in each case to bankruptcy, insolvency, reorganizatiother similar Laws of general application affecting the riginte
remedies of creditors, and to general principles of equity.

5.2 Governmental Approvals Except as set forth in_Section S0P the Sellers Disclosure Schedule, no other cor
approval, order or authorization of, or registration, dedtaratr filing with any Governmental Authority (togethérGovernment:
Approvals”) is required on the part of any Seller or its Subsidiarieimection with the execution and delivery of this Agreer
any other Transaction Agreements to which it is or will barypor any certificate and other instrument required to be exeant
delivered it pursuant hereto or thereto, the performance by edeh &dts obligations hereunder or thereunder or the consiior
of the Transactions or any other transactions contemplated hargbgreby, except for (a) filings that may be required ynaie
compliance with any other applicable requirements of, the HSRuAdtthe Competition Act, and (b) filings or reports regghiunde!
and compliance with, applicable securities law and stock exchangeerequots.
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5.3 Conflicts. Except as set forth in Section ®f3the Sellers Disclosure Schedule, the execution and delivezgdiy Selle
of this Agreement, the other Transaction Agreements to vehich Seller is or will be a party and each certificate and otkuimen
required to be executed and delivered by such Seller pursuant berétereto, the performance by such Seller of its obligs
hereunder and thereunder and the consummation by such SellerTohhsactions and the other transactions contemplated hert
thereby do not and will not (a) conflict with or violateet certificate of incorporation or bylaws (or comparable orgdan
documents) of such Seller or any of its Subsidiaries, ¢bjlict with, result in a breach of, constitute (with oith@ut due notice «
lapse of time or both) a default under, result in the accelerafiamy obligations under, create in any party the right telacate
terminate, modify or cancel, give rise to any obligation undesult in the creation of any Lien upon any of the Acquikedet:
pursuant to, require any notice, consent, approval or waivaery or result in the loss of any benefit under, (i) @amgnsferre
Contract, (ii) any Transferred Permit or Order relatinghe AirCard Business, the Acquired Assets or Sellers or &rthei
Subsidiaries, or (c) violate any Law or Order applicable & AlrCard Business, the Acquired Assets or Sellers or arheil
Subsidiaries.

5.4 Title . Sellers (or one or more of their Subsidiaries) have goddvalid title to, or a valid leasehold interest in,
Acquired Assets, free and clear of all Liens except Permitted ldadsLiens described in_Section %# the Sellers Disclosu
Schedule, and upon consummation of the Transactions, Sélédrsransfer and convey to Buyers all right, title and egepf Seller
in and to the Acquired Assets, free and clear of all Liens, eXxtaphitted Liens and Liens arising out of any actions of Bugex
their Subsidiaries.

5.5 Sufficiency of Assets

(&) Except as set forth in Section 5.5@)the Sellers Disclosure Schedule, the Acquired Assets hiegefith the
other rights, licenses, services and benefits to be prota@&iliyers and their Subsidiaries pursuant to this Agreentiem Cross-
License Agreement, the Joint Development Agreement and the ToanServices Agreement, constitute (i) all of the prope
assets, rights and facilities, tangible and intangible, owunsel], held for use or leased by Sellers and their Subsiliarconnectic
with the AirCard Business, and (ii) all of the specificatidiles, records, data, documentation and other similar maténatispecif
the designs of the 9x15 Modules as of the Closing Dat&xHs Modules is defined in the Croksigense Agreement) or relate to
manufacture, testing or certification of the 9x15 Modules, wall or held for use by Sellers and their Subsidiaries the dlosin
Date; provided, howevelthat none of the foregoing are representations ofimpimgement of the Intellectual Property Rights of
third party, which representations are solely set forth ind@exb.12(dxnd_5.12(e)

(b) Except as set forth in Section 5.5@the Sellers Disclosure Schedule, the Acquired Assetsgéttier with th
other rights, licenses, services and benefits to be prota@&iliyers and their Subsidiaries pursuant to this Agreentiem Cross-
License Agreement, the Joint Development Agreement and the fioarServices Agreement, constitute all of the properties, <
rights and facilities, tangible and intangible, necessary tolemakyers and their Subsidiaries, following the Closingcdntinue t
conduct the AirCard Business in the same manner as conductedttes ddte hereof by Sellers and their Subsidiapesyided
howeverthat none of the foregoing are representations ofimivimgement of the Intellectual Property Rights of anydtiparty, whicl
representations are solely set forth in Section 5.1#{d)5.12(e)

(c) Except as set forth in Section 5.5@f)the Sellers Disclosure Schedule, the Acquired Assets hiegefith the
Licensed Technology, includes all Business Software.
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5.6 AirCard Business Financial Statemenfhe AirCard Business Financial Statements are attached as Se@tairits
Sellers Disclosure Schedule. The AirCard Business Financial ®tiaterpresent fairly, and the financial statements required
delivered pursuant to Section 8.12(c)(iWhen so delivered will present fairly, the results of openstiand assets of the AirC
Business for the periods and as of the dates covered therabyirlard Business Financial Statements have been prepared,
financial statements required to be delivered pursuant to 8&:fi@(c)when so delivered will have been prepared, in accordanc
GAAP, applied on a consistent basis, throughout the pecimesred.

5.7 Absence of Changes$xcept as set forth in_Section ®f7the Sellers Disclosure Schedule, since the Reference Date:

(@) there has not occurred a Business Material Adverse Effect;

(b) there has not been any material loss, damage or destructionaoy material interruption in the use of,
Acquired Assets (excluding any Acquired Assets that are IntedleProperty Rights) (whether or not covered by insuraace);

(c) neither Sellers nor any of their Subsidiaries has taken aiondhat would be prohibited by the termsS#ctior
7.1or paragraphs (h)(c), (a), (h), (), (), (), (n)and_(o)(but in the case of paragraph (@nly with respect to paragraphs (i),
@, (), (@, (), () and_(n)) of Section 7.2

5.8 Taxes

(&) Except for matters that would not adversely affect Buyerfi@r Subsidiaries, their operation of the AirC
Business or their ownership of the Acquired Assets, all féderal, state, local, and non U.S. Tax Returns relatingytarathall Taxe
concerning or attributable to Sellers, their Subsidiarigb®@rAirCard Business have been timely filed, and such Tax fi&eare tru
and correct in all material respects and have been completed in aceondt#mapplicable Law.

(b) Except for matters that would not adversely affect Buyersar Bubsidiaries, their operation of the AirC
Business, or their ownership of the Acquired Assetsll(ifaxes required to be paid by or on behalf of Sellethair Subsidiaries
with respect to the AirCard Business (whether or not shamwvany Tax Return) have been timely paid, and (ii) all Taxasrezto b
paid or withheld with respect to employees or other thirdigsaof Sellers or any of their Subsidiaries have been timpeigt o
withheld (and withheld amounts have been timely paid ovéne@ppropriate Taxing Authority). There are no Liens faxet upo
the Acquired Assets, except for Liens for Taxes not yet ddepayable or which are being contested in good faith foclhwadequa
reserves have been made in accordance with GAAP on the FinancialeBtistem

(c) There is no Tax deficiency outstanding, assessed or proposedagédth respect to Sellers or their Subsidie
related to the AirCard Business or the Acquired Assets, a®ahy outstanding waiver of any statute of limitationsroextension ¢
the period for which the assessment or collection of anyofax with respect to Sellers or their Subsidiaries relaintpe AirCart
Business or the Acquired Assets been executed or requested.

(d) Except as set forth in Section 5.8¢d)the Sellers Disclosure Schedue, neither Sellers norShbgidiaries ha
been notified in writing of any request for an audit, exetion or proceeding with respect to any Tax Return of it respect t
Seller related to the AirCard Business or the Acquired Assetss any such audit, examination or proceeding presenfyogres:
No written adjustment relating to any Tax Return filed byvith respect to Sellers and their Subsidiaries related 1
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AirCard Business or the Acquired Assets has been proposadybyaxing Authority. No written claim has ever been made thg
Seller or any of such SellerSubsidiaries or its operations is or may be subjeeixdion in a jurisdiction in which it does not file 7
Returns by virtue of the operation of the AirCard Busimgssvnership of the Acquired Assets.

(e) Except as set forth in Section 5.8¢f)the Sellers Disclosure Schedule, there is no Contract betvedlens®
any of their Subsidiaries and the Offered Employees whidlvidually or collectively, could give rise to the paymentaafy amour
that would not be, or could reasonably be expected not tdebleictible pursuant to Sections 280G or 404 of the Coderinectio
with or as a result of the Transactions, either alone comjunction with any other event (whether contingent oemtrse).

() Canadian Seller is duly registered under the Excise Tax Act (Cand@ta)espect to goods and services tax (“
GST”) and harmonized sales tax_(* H3)rand under applicable provincial Tax statutes in respect ofalimmial sales Taxes whict
is or has been required to collect.

5.9 Personal Property

(&) Section 5.9(apf the Sellers Disclosure Schedule contains a complete and accstratedlil material Tangib
Property located in the Carlsbad, California premises, agafate hereof, which is not Excluded Carlsbad Tangible Property

(b) Except as set forth in Section 5.9¢#)the Sellers Disclosure Schedule, all Transferred TangilopePty is it
reasonable operating condition and repair, given its respectivéesdgge from any material defects, reasonable wear and tear ex
and is suitable for the uses for which it is being usedl imaterial respects.

(c) The Transferred Inventory which is not in transit is locaedacilities of or used by the AirCard Busin
(including customer facilities, and distribution and/oristigs facilities) and has not been consigned to any Persoa patty to thi
Agreement. Since the Reference Date, Sellers and their Subsitimrisold and continued to replenish the Inventory in thieanmy
course of the AirCard Business.

5.10 Real Property

(@) Neither Sellers nor any of their Subsidiaries own any Rexddrty.

(b) Section 5.10(bdf the Sellers Disclosure Schedule sets forth the names @fstbwr land lessee under, and the
address of any parcel of Real Property subject to any Transtezesg (collectively, the * Transferred Leasehold Propggrt@eller:
have made available to Buyers a true and complete copy of each Texhdfease, including each amendment, extension, rel
guaranty, license, concession or other agreement with respecbth#fiigt respect to each Transferred Lease, (i) such Trans
Lease constitutes all of the written and oral agreements of adyfér the leasing, rental, use or occupancy of the corresm
Transferred Leasehold Property, (ii) Sellers’ or their Qliages’ possession of tterresponding Transferred Leasehold Prope
not currently subject to disturbance, (iii) Sellers or ti&ibsidiaries, as applicable, hold a good and valid leaseheleshtin th
applicable Transferred Leasehold Property free and clear of all dikesthan Permitted Liens and (iv) neither Sellers nor atlyei
Subsidiaries have assigned, transferred, sublet, or grantggeeson the right to use or occupy the Transferred LeasehgiéBr@
granted any other security interest in such Transferred Leasy @nterest therein.
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(c) Each Transferred Lease is a valid and binding agreement of theadyplSeller or its Subsidiary and is in
force and effect in accordance with its terms. Neither Sellerampiof their Subsidiaries have violated or breached in angrial
respect, nor committed any material default under, any Transfieeask to which it is a party, which remains uncured, anthe
Knowledge of Sellers, no other Person has violated or breactetd/imaterial respect, or committed any material default undg
Transferred Lease which remains uncured. To the Knowledge ofsSelterevent has occurred, and no circumstance or cor
exists, that (with or without notice or lapse of timell,var could reasonably be expected to: (i) result in a mateo&tion or materie
breach of any of the provisions of any Transferred Lease ichvelich Seller or its Subsidiary is a party; (i) give eyson the rigl
to declare a material default and exercise a remedy under any sucteffeghkkase; (iii) give any Person the right to accelera
maturity or performance of any such Transferred Lease; omgii any Person the right to cancel, terminate or modify ank
Transferred Lease. Neither Sellers nor any of their Subsidlzaies received any written notice (or, to the Knowledge of Seli¢he
communication) regarding any actual or threatened material wiolati material breach of, or material default under, any appt
Transferred Lease, which remains uncured. Neither Sellers norf dingiroSubsidiaries have waived any of their respective me
rights under any Lease to which they are a party.

(d) The Transferred Leasehold Property is in good operating ttmmdind repair given its age, reasonable wea
tear excepted, and is suitable for the operation of the AirBariness as presently conducted therein. No Seller is fzardy)
agreement or subject to any claim that may require the paymeaniyatal estate brokerage commissions, and no such comms
owed with respect to any of the Transferred Leasehold Property.

5.11 Environmental Matters

(&) Sellers and their Subsidiaries are, and have at all times beeompliance in all material respects with
Environmental Laws that are applicable to the AirCard Busirasspof the Acquired Assets or any Transferred Leasehold Pr¢
No event has occurred, and no condition or circumstance ekitsyitl (with or without notice or lapse of time) consté or result i
a violation by Sellers or any of their Subsidiaries ofa dailure on the part of Sellers or any of their Subsididdesomply with, an
Environmental Law that is applicable to the AirCard Businasg,of the Acquired Assets or any Transferred Leasehold Pyopert

(b)  Within the past three (3) years, neither Sellers nor anyeif 8ubsidiaries have received any environm:
claim that relates in any way to the AirCard Business, anth@fAcquired Assets or the Transferred Leasehold Propertyna
environmental claim is now pending or, to the Knowledgeeailess, threatened against Sellers or any of their Subsidiaregyéins
any other Person whose Liability Sellers or their Subselidiave retained or assumed either contractually or by operatiampfTc
the Knowledge of Sellers, no event has occurred, and no claputel or other condition or circumstance exists, that willvoulc
reasonably be expected to, give rise to or serve as a basis fmmhmencement of any Action under applicable Environmental Laws

(c) Within the past three (3) years, there has been no Release ofiblezdaterials at any of the Leased |
Properties during the ownership and operation of the AirBasiness by Sellers or any of their Subsidiaries.

(d) Each Seller and each of its Subsidiaries (i) has all Permitireddfor the operation of the AirCard Business

the Transferred Leasehold Property under applicable Enviroaimeaws and (i) is in compliance with all such Permits.ti®ac5.11
(d) of the Sellers Disclosure Schedule
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identifies all Permits currently held by Sellers or anythdir Subsidiaries pursuant to any Environmental Laws vegipect to tF
AirCard Business and the Transferred Leasehold Propertyalaodiderground and aboveground storage tanks located on ty
included in the AirCard Business and the Transferred LeasEhojbrty.

(e) Neither Sellers nor any of their Subsidiaries are party tesubject to the terms of, any Order under
applicable Environmental Law applicable to the AirCard Businesise Transferred Leasehold Property.

() To the Knowledge of the Sellers, there are no past or presamisa@rttivities, circumstances, conditions, e\
or incidents that could form the basis for Liability agaiSsilers or any of their Subsidiaries (or against any déeeson whos
Liability Sellers or their Subsidiaries have retained or assumither contractually or by operation of Law) pursuant hie
Environmental Laws with respect to the AirCard Businesbh@mtansferred Leasehold Property.

(@) All AirCard Products offered for sale as of the date hereof abfest to, and compliant with, the Ro
Directive.

(h) To the Knowledge of Sellers, except as set forth in Sectidi{Ih).of the Sellers Disclosure Schedule, there
asbestos contained in or forming part of the Transferred LddsBhaperty or any building, structure or asset currentines o
leased by Sellers or any of their Subsidiaries (or by ahgrd®erson whose Liability Sellers or their Subsidiarigetretained «
assumed either contractually or by operation of Law) withe@st the AirCard Business, and there is no asbestos contaiig
forming part of any products currently or previously nfantured, distributed or sold by Sellers or any of thelys8iiaries (or by ar
other Person whose Liability Sellers or their Subsididnege retained or assumed either contractually or by operatioan)fwith
respect to the AirCard Business.

0] Sellers have made available to Buyers true and complete copiesrepats, studies, assessments, al
correspondence and other documentation in the possessiorien$ &wlterially bearing on environmental, health and safety rmat
or on the Transferred Leasehold Property.

5.12 Intellectual Property

(&) Section 5.12(a)(ipf the Sellers Disclosure Schedule sets forth a list or déseripf Shared Technology whi
is Licensed Technology. Section 5.12(a)@f the Sellers Disclosure Schedule sets forth a list or igéiscr of certain Prim
Transferred Technology. Section 5.12(a)(iif) the Sellers Disclosure Schedule sets forth a list or désecripf the NonPrime
Transferred Technology. Section 5.12(a)@%}the Sellers Disclosure Schedule sets forth a complete and adstratell Transferre
IP that is Registered IP, in respect of each such item of ReggsltP, including the current owner and, the jurisdictiowtliich eac
item has been registered or filed and the applicable registrapplication or serial number or similar identifier, the fjlidate, an
applicable issuance, registration or grant date. With respect tateachf Transferred IP that is Registered IP, other tham regpec
to abandoned Trademarks: (i) all necessary registration, mainteaad renewal fees and taxes have been paid, and all ne
documents and certificates have been filed with the Patent and End&ffice, Copyright Office or other relevant authoritieghie
United States or foreign jurisdictions, as the case mafpbéhe purposes of registering, maintaining and renewingppkcable, an
maintaining in full force and effect, such Intellectual Prop&ights; (ii) each such item is currently in compliance wathnfal lega
requirements (including payment of filing fees); and @#ch such item is not subject to any late unpaid registratiaimtenance
renewal fees. Sellers have made available to Buyers in the data@oplete and accurate copies of all unpublished
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applications of Transferred IP that constitutes RegisterethdPmaterial correspondence with any Governmental Authorityedete
such unpublished applications filed or received by Sellershaid$ubsidiaries. To the Knowledge of Sellers, each itenegfdiere
IP included in the Transferred IP is subsisting, valid enfbrceable. For purposes of the foregoing sentescdsisting, valid ar
enforceable'with respect to applications shall mean that the applicatiothéoregistration of the Transferred Intellectual Propert
been properly filed and is pending, and that such applicaticegestration is true and complete.

(b) Sellers or one or more of their Subsidiaries exclusively alvitransferred IP. Except as set forthSactiot
5.12(b)of the Sellers Disclosure Schedule, no licenses, covenants sog, or other similar rights (i) under the TransfePatent
have been granted to any Person; (ii) under the TransferredéFbleen granted exclusively to any Person.

(c) Except as set forth in_Section 5.12@f)the Sellers Disclosure Schedule, there is not currently pgnéen
during the six (6) years prior to the date of this Agredrttegre has not been, any Action filed by any third party ehglhg the us
ownership, validity, enforceability or registrability of afyansferred IP or Licensed IP (excluding the Sagemcom and Wa
Patents).

(d) Except as set forth in Section 5.12¢dthe Sellers Disclosure Schedule, to the Knowledge of Sérdsfor th
purposes of this Section 5.12@hly, Knowledge shall be limited to the actual Knowledge a@rfilthe individuals named oBchedul
1.1(xx) ), neither (i) the operation of the AirCard Business as atteduas of the date hereof, including the use of the Trans
Technology and the Licensed Technology (excluding the 9x15 Msdiechnology, other than the 9x15 Modules Technologyit
otherwise within the Transferred Technology) in existence #seoflate hereof and as used by Sellers in the operation Air@erd
Business as of the date hereof, nor (ii) the use, sale, inegxpadrt and manufacture of the AirCard Products and BusBwfbsare the
are, as of the date hereof, offered for sale or distributivimgres, misappropriates or otherwise violates or constittite unauthoriz
use of any Patent owned by any Person, and to the Knowleldgeliers, such conduct will not constitute infringem
misappropriation or other violation of such Patent of aaygs& when conducted by Buyers in the same manneiChasitig. Fo
clarity, nothing in this Section 5.12(dxpands or limits any of Sellers’ indemnification obligasian the Buyers Indemnified Parties’
rights to recover Liabilities incurred in respect of the SpediMatters.

(e) To the Knowledge of Sellers neither (i) the operation ofAtin€ard Business as conducted as of the date h
including the use of the Transferred Technology and the Lécefischnology in existence as of the date hereof and as useddny
as of the date hereof, nor (ii) the use, sale, import, egporimanufacture of the AirCard Products and Business Softinerare, as
the date hereof, offered for sale or distribution, infringesappropriates or otherwise violates or constitutes thatharized use
any NonPatent IP owned by any Person, and to the Knowledge oér§ekuch conduct will not constitute infringem
misappropriation or other violation of such Non-PatenbfiRny Person when conducted by Buyer in the same manneClpsstg
For clarity, nothing in this Section 5.12(e¥pands or limits any of Sellersidemnification obligations or the Buyers Indemni
Parties’ rights to recover Liabilities incurred in respedhefSpecified Matters.

() Except as set forth in_Section 5.12¢f) the Sellers Disclosure Schedule, (i) none of William Watuhe
executive officers or outside U.S. intellectual property counfsahy Seller has received written notice from any Personglthenfou
(4) years prior to the date of this Agreement, and (ii) mpleyee attorney has received written notice from any Persomgdiing twi
(2) years prior to the date of this Agreement, in each optbeeding clauses (i) and (i), (A) claiming that the operatfathe AirCart
Business, or any Transferred Technology, Licensed Technologther Licensed IP (excluding the Sagemcom and Wavecom P
related to the operation of the AirCard Business, or thesatgs,import,
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export or manufacture of AirCard Products or Business @ofhinfringes, misappropriates or otherwise violates or d¢atestith:
unauthorized use of any Intellectual Property Rights of argdh or (B) demanding or offering to license to Selleraryr of thei
Subsidiaries any Intellectual Property Rights in connectiah trie AirCard Business. No item of Transferred IP or LseenlF
(excluding the Sagemcom and Wavecom Patents) is subject totatgnding Order or settlement agreement or stipulatiotigatior
that restricts in any manner the use, provision, transfeigrasent or licensing thereof by Sellers or any of theirsiligries or th:
may affect the validity, use, ownership, registrabilityenforceability of such Transferred IP or Licensed IP (excluttisgSagemco
and Wavecom Patents).

() Except as set forth in_Section 5.12(f)the Sellers Disclosure Schedule, (i) ho Actions have beangh
against any Person by Sellers or any of their Subsidiani@sgdthe six (6) years prior to the date of this Agreereemd, (ii) no Action
have been threatened against any Person by Sellers or any oSubsidiaries during the two (2) years prior to the dat¢hia
Agreement, in each case alleging that a Person is infringirsgppriopriating or otherwise violating or is engaged irutieuthorize
use of, any Transferred IP.

(h)  Sellers and their Subsidiaries have and enforce a policy req@idoly Employee engaged in research
development to execute an Invention Assignment Agreement and fale@wiality Agreement containing proprietary informat
confidentiality and assignment provisions that provide(fpthe non-disclosure by such Person of any of Sell@rsany of thei
Subsidiaries’confidential information relating to the AirCard Business,the assignment by such Person to Sellers or any of
Subsidiaries of full legal and beneficial title to all conttibns, new improvements, inventions and Intellectual Progeidits arisin
out of such Persos’employment or consulting relationship by Sellers or drikar Subsidiaries and (iii) a waiver of all moral ric
in all copyrighted works, which forms have been providedBtgers. To the Knowledge of Sellers, no Employee has mac
assertions with respect to any alleged ownership or riglasyirTransferred IP or Licensed IP (excluding the Sagemcom amddah
Patents). To the Knowledge of Sellers, (A) none of the Eyeplad work for Sellers or their Subsidiaries has been in any
performed in breach of such Employeekligations to any Person, including any confidentialityntellectual Property Rights trans
obligations, and (B) there is no reasonable basis for argofP¢o claim rights to any Transferred IP or Licensed IRl{eing the
Sagemcom and Wavecom Patents) as work for hire or otherwisaeneatmn with any work done by an Employee or consulta
such Person at any time.

0] Section 5.12(i)of the Sellers Disclosure Schedule contains a complete and actistaté Third Part
Components other than Open Source Software, in each case idgnfifyihe AirCard Products or Business Software, as caiphk
associated with such Third Party Component and (ii) thede®en other agreement granting Sellers or any of their Salisliright
in and to such Third Party Component.

()] Section 5.12(j)of the Sellers Disclosure Schedule sets forth a complete andatecdist of Third Pari
Components that are Open Source Software embedded in any AlP@athdct or Business Software that is, as of the date F
distributed or offered for distribution, that would tiwrespect to any Transferred Technology (i) require its digotoor distribution i
Source Code form, (ii) require the licensing thereof forpgheose of making derivative works, (iii) impose any regtm on th
consideration to be charged for the distribution therewgj, qreate, or purport to create, obligations for Sellers gr @ntheil
Subsidiaries with respect to any Transferred IP or granpugoort to grant, to any third party, any rights omiomities under ar
Transferred IP, or (v) impose any other material limitatiesfriction, or condition on the right of Sellers or afiytheir Subsidiarie
with respect to its use or distribution.
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(k) Except as set forth in_Section 5.12@) the Sellers Disclosure Schedule, neither Sellers nor anhed
Subsidiaries, nor any other Person acting on their behalf diaglsed, delivered or licensed to any escrow agent or othgort
agreed to disclose, deliver or license to any escrow agenher Berson, or permitted the disclosure, delivery or licgnginan
escrow agent or other Person of, any Source Code for any Adif@aduct or Business Software, that is, as of the datef}
distributed or offered for distribution, except for distiees to Employees and contractors and the provision efesefdevelopme
kits (SDKSs) to existing customers for development purpdeesach case under binding written agreements that prohébitishlosur
thereof and prohibit the use thereof except, with respeatnfddyees and contractors, in the performances of services ¢osSmilan
of their Subsidiaries and, with respect to customers, &pthiposes specified in the applicable SDK license agreement. Nextien
nor any of their Subsidiaries has any duty or obligatwdmether present, contingent or otherwise) to deliver, licenseae availabl
the Source Code for any AirCard Product for Business @otthat is, as of the date hereof, under development, soitritnuted, o
offered for sale or distribution, to any escrow agent cerofterson, including as a result of the consummation oAtrisement.

(D  To the Knowledge of Sellers, all AirCard Products and Teansfi Technology and Licensed Technology
free of any “back door,” “time bomb,” “Trojan horse,” “worntdrop dead device,” “virusbr other software routines or hardw
components that permit unauthorized access or the unauthodadtedient, data corruption or erasure.

(m) Except as set forth in Section 5.12(af)the Sellers Disclosure Schedule, no government fundinjtiés ot
resources of a Governmental Authority, university, collegeptber educational institution or research center was usede
development of any AirCard Product or Business Softwareirwitight (8) years prior to the date of this Agreement an
Governmental Authority, university, college, or other edocat institution or research center has any claim or righdrito an
Transferred Technology. To the Knowledge of Sellers, no Rémsoluding any current or former Employee of Sellers or afntyeil
Subsidiaries), who was involved in, or who contributedhe creation or development of any AirCard Product offereddt® as of tt
date hereof and Transferred Technology, has performed servige&torernmental Authority, university, college, or other atlona
institution or research center during a period of timenduwhich such Person was also performing services for Sellensy of thei
Subsidiaries.

(n)  Neither the execution, delivery or performance of this Agreementhe consummation of the Transac
Agreements, nor the assignment of the Transferred Contesstisniing that all consents listed_on SectiorobtBe Sellers Disclosu
Schedule are obtained), will, with or without notice or lapfséme, result in: (i) a loss of any Transferred IP ardrised IP that wou
adversely affect Buyersights to use the Transferred IP or Licensed IP; (ii) arpetorance on any Transferred IP, or with respe
the Licensed IP, any encumbrance which would conflict withitem$es granted to Buyers under the Ctdssnse Agreement; (ii
except as set forth in Section 5.12(n)(@f)the Sellers Disclosure Schedule, a payment or increased royaltyobligation to offer ai
discount or be bound by any “most favored royalty” or “nfagbred pricing’terms under any Transferred Contract; or (iv) pursu
any Contract, other than a Transferred Contract, to which algr ®r any of its Subsidiaries is a party, the grantgassént o
transfer to any other Person of any license or other rightterest in, under, or with respect to, any Transferregi®yided, that
with respect to Licensed IP, the foregoing representation anamtarexcludes the Sagemcom and Wavecom Patents. Follow
Closing, all Transferred IP will be fully transferable, alideatr licensable by Buyers without restriction and withpayment of an
kind to any third party.

(0) Sellers and their Subsidiaries have used commercially reasonairts &ff maintain, protect and preserve
confidentiality of all confidential information and trade sexiatluded
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within the Transferred Technology. To the Knowledge of Selttese has been no unauthorized disclosure by any Person sific
confidential information and trade secrets.

5.13 Contracts

(&) Section 5.13(adf the Sellers Disclosure Schedule sets forth a complete and adstraftall Material Contrac
as of the date hereof and all Transferred Contracts. For purpbsbis Agreement, “ Material Contractsmeans the followin
Contracts relating to the AirCard Business (whether in &vbolin part):

() all purchase or supply agreements with customers of th@afdr Business (including distributors
resellers) accounting for at least 85% of the revenue of tt@afd Business in each of fiscal year 2011 and for the 8j
month period ended September 30, 2012;

(i) all supply agreements with the top four (4) largest supplagrany raw material or compone
incorporated into AirCard Products;

(i) all manufacturing agreements with a material contract manufacfutez AirCard Business;

(iv)  all Contracts pursuant to which a Seller or any of its idrtes has licensed or is obligated to lice
any Transferred IP to a third party, excluding any ardusive licenses to (A) AirCard Products granted by a Sellanp o
its Subsidiaries in the ordinary course of the AirCard Bess incidental to the sale or manufacture of AirCard Produet
end customer; and (B) any Technology that is embedded omoreted in, or distributed with, AirCard Products, ie
ordinary course of the AirCard Business incidental to the @aleanufacture of AirCard Products to an end customer (the
OutLicenses);

(v) all Contracts pursuant to which a third party has licensed’ankinology or Intellectual Property Rig
to a Seller or any of its Subsidiaries that is material ¢octinduct of the AirCard Business as currently conducted (tbtae
licenses for Standards Essential Patents, and licenses for isetegdtware, Shrink¥rap Code or any other Software licer
in Object Code only for internal use purposes) (thelitenses’); and

(vi) any Contract, which is not an Standards Essential Patentdiddwas involves the payment of royal
to any other Person.

(b) Except as set forth in Section 5.13¢f)the Sellers Disclosure Schedule, Sellers have made availablsyéo:
true and correct copies of all Material Contracts and all Trandf€@mntracts (including all amendments, supplements and
modifications thereto) as in effect on the date hereof. Each €raedfContract is a valid and binding agreement of Sellerseo
Subsidiaries and is in full force and effect in accordance wgtterms. Neither Sellers nor any of their Subsidiaries hmlated o
breached in any material respect, and neither Sellers nor ahgipfSubsidiaries have committed any material default unde
Transferred Contract, which remains uncured, and, to the Kngw/lefl Sellers, no other Person has violated or breached
material respect, or committed any material default under, anysféraed Contract which remains uncured. To the Knowled
Sellers and assuming that all consents set forth on Sec8af the Sellers Disclosure Schedule are obtained no event haseak
and no circumstance or condition exists, that (with or witimotice or lapse of time) will, or could reasonably be expédote) resul
in a material violation or material breach of any of the piomisof any Transferred Contract; (ii) give any Person tite to declare
default or exercise any remedy under any Transferred
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Contract; (iii) give any Person the right to accelerate the imaturperformance of any Transferred Contract; or (iv) givwe Rerso
the right to cancel, terminate or modify any Transferred @oht Neither Sellers nor any of their Subsidiaries have receiw
written notice (or, to the Knowledge of Sellers, other comination) regarding any actual or possible material violatiomateria
breach of, or material default under, any Transferred Contsiith remains uncured. Neither Sellers nor any of their Sisvi:
have waived any of its respective material rights under any BraedfContract.

5.14 Customers and Supplier€Except as set forth on Section 5dfdthe Sellers Disclosure Schedule, neither Seller
any of their Subsidiaries have received any notice from anymestmentified on Section 5.1af the Sellers Disclosure Schedulr
the effect that such Person will (i) stop purchasing AirCRmaducts, or (ii) decrease the rate of purchase of AirCarduBi® in
manner that is materially inconsistent with historical rafgsurchases of products of the AirCard Business. NeithégrSelor any ¢
their Subsidiaries have received any notice from any suppéatifiid on_Section 5.1df the Sellers Disclosure Schedule to the €
that such Person will (i) stop supplying TransferredLiPensed IP or AirCard related products or services, od€ifyease the rates
supply of Transferred IP, Licensed IP or AirCard related getsdor services in a manner that is materially inconsistetht tvé
historical rates of supply of such products and services.

5.15 Employee Matters

(&) The names of the Offered Employees are set forth on Sectiof@giléf the Sellers Disclosure Schedule. V
respect to Offered Employees who are employees, Section 5iil5¢h)he Sellers Disclosure Schedule sets forth a complet
accurate list as of the date hereof of (i) the employee IDs aggl shtompensation of all such Offered Employees, (ii) theectisg
titte and/or position, place of employment, date of hire amdi@nremuneration (including commission and bonus oppityjusf eact
such Offered Employee, and (iii)) the names of those Offerepldees who are absent from active employment, including, di
limited to, leave of absence (excluding by reason of leave of ebsstiributable to holiday, approved vacation (which is 1
sabbatical) and sick leave reasonably anticipated to be less thé) tweeks in duration) or disability.

(b)  With respect to Offered Employees who are independent contraStmtion 5.15(bpf the Sellers Disclosu
Schedule sets forth a complete and accurate list as of the date dfdfepfnaterial terms and conditions of engagement of eacl
Offered Employee, including but not limited to, provisoas to notice of termination, remuneration and emolumentsthé
Knowledge of Sellers, there are no ongoing negotiations (whetith any consultant or independent contractor or theieseptative
to vary any material term or condition of engagement of anii erson, nor have any material representations, promises, ol
proposals concerning or affecting the terms and conditibeagagement of any such persons been made.

(c) Sellers and each of their Subsidiaries are, and have at all teeasibh compliance in all material respects
all Laws restricting employment, including all applicable fedestdte, provincial, local and foreign Laws concerning discriran
and equal opportunity in employment, wages, hours andimgronditions of employment, meal and rest periods, vacaton
vacation pay, leaves of absence, employee privacy, worker classifiatituding the proper classification of workers as exemqt
overtime, or independent contractors and consultants), payniewages (including overtime wages), workempensatiol
occupational safety and health, workemgzardous materials, workplace safety and insurance, layoffsgration and employme
practices, the payment of social security, employment insuratatatosy deductions and withholdings, and Taxes, and adirtiag
and recordkeeping related thereto, that are applicable to the AiBDaidgess, any of the Acquired Assets or the
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Assumed Liabilities. No event has occurred, and no conditiaircumstance exists, that will (with or without notardapse of time
constitute or result in a material violation by Sellers eirtSubsidiaries of, or a material failure on the part of Setberany of the
Subsidiaries to comply with, any Laws respecting employnteitare applicable to the AirCard Business, any of the Acquisset.
or the Assumed Liabilities.

(d) To the Knowledge of Sellers, as of the date hereof, none oDffezed Employees are subject to
noncompete, nondisclosure, confidentiality, employment, cingubr similar agreements relating to, affecting or in donflith the
present or proposed activities of the AirCard Business, eXoepagreements between Sellers or any of their Subsidiahieg
Affiliates and their present and former Employees.

(e) Neither Sellers nor any of their Subsidiaries are a party tiond by any collective bargaining agreeme!
other labor union contract (including any contract or agreemvéh any works council, trade union, or other labelations entity
with respect to any Offered Employee, and no such collectivgaiméing agreement or other union contract is being negotiai
Sellers or any of their Subsidiaries. There is no certificatfom trade union as bargaining agent or pending demanddogmition o
any other request or demand from a labor organization for epetive status with respect to any Offered Employee. T
Knowledge of Sellers, there are no current activities or proogedihany labor union to organize the Offered Employees. Tibemw
labor dispute, strike or work stoppage against Sellersyoftheir Subsidiaries pending or, to the Knowledge ofe&glthreatene
which would reasonably be expected to materially interfere wihAtiCard Business. To the Knowledge of Sellers, neithderSeio
any of their Subsidiaries have engaged in any unfair laborigednt connection with the operation of the AirCard Businesdieel
subject to any pending or threatened charge or complaintfair dabor practice in connection with the operation of theCAn
Business, before the National Labor Relations Board and arilarsstate, provincial, local or foreign agency.

(H  Within the past two (2) years, Sellers and their Subsidifid@® not implemented any layoff of any Offe
Employees that implicated the WARN Act and for which there ysaartstanding material liability of the Sellers and theibSdiaries.

(g) Section 5.15(gpf the Sellers Disclosure Schedule sets forth the identitiesrttployee ID number) and w
places of all Offered Employees whose employment was termingt8ellers during the ninety (90) day period prior to thesiDc
Date other than as part of the transfer of employment frensSéiers or any of their Subsidiaries to Buyers or anfief Subsidiarie
on the Closing Date and other than for Offered Employeeswére terminated on account of the Closing or pursuant tottes
request by Buyers.

(h) To the Knowledge of Sellers, Sellers and their Subsidiareesired have been in compliance with all hdus:
laws applicable to the Offered Employees concerning employeilmatitns and deduction and remission of employee contoibsitic
any trade union, housing, unemployment, retirement, bavker’'s compensation and welfare funds and all other funds to vain
employer is required by Law to contribute.

0] With respect to the NobkS. Employees, Sellers and their Subsidiaries do not hather dormally o

informally, and whether or not reduced to writing, any @glcustom or practice of implementing redundancies on a seldibis i
accordance with specific procedures, criteria or formulae with regpaaly Offered Employees.

_47 -




()  Other than as set out in_Section 5.15f)the Sellers Disclosure Schedule, as of the date hereofffame¢
Employee is currently in receipt of or, to the Knowled§&ellers, has threatened to claim under a long term disatilipermanet
health insurance scheme or policy within the next twelve (IRitis.

(K) There are no pending Actions with any dismissed Nd®- Employee engaged in the AirCard Busi
challenging the validity of such Perseriermination pursuant to which such Person could potintiaim to have transferred into
employment of Buyers or any Affiliate of Buyers under thariBfer Regulations.

()  To the Knowledge of Sellers, no Offered Employee has ustitany internal grievance procedure, corpi
information disclosure procedure or malpractice notificatiorcgulare nor has any Offered Employee been the subject of diacgy
proceedings in the last twelve (12) months by reason aomékict or suspected misconduct.

(m)  The Closing will not give rise to the payment of any matemmuneration, payments or benefits or
enhancements or accelerations thereof to any Offered Employee whetherordance with the standard terms and conditic
employment of such Offered Employee or otherwise, except &br gayments as are required by applicable Law, except as dit
in Section 5.15(mdf the Sellers Disclosure Schedule.

(n) Except as would not reasonably be expected to result in aitjdbiBuyers, Sellers have paid or provided w
due all remuneration earned or due to Offered Employeesdingluwithout limitation, all wages, salary, commissiobenuse:
vested grants of restricted stock options, vacation pay,@tatubliday pay, expenses and, in respect of Offered Emplaye&esnads
all amounts that would constitute “wages” under the Employ@&tartdards Act (B.C.) (collectively, “* Wag8s

5.16 Employee Benefits Plans

(@) Section 5.16(adf the Sellers Disclosure Schedule identifies each material EngpRgeefit Plan and Employ
Non-Competition Agreement that is sponsored and maintained lgrsSel any of their Subsidiaries for the benefit of théefeft
Employees or that binds any Offered Employee.

(b) Each Employee Benefit Plan that is intended to be a “qualifiza’ pks described in Section 401(a) of the C
has received a favorable opinion, advisory or determination \eitierespect to its qualified status and is currently inl@ance in al
material respects with, and has been funded, administered amdleoiermaterial compliance with, its terms and all applicable Laws.

(c) Except as set forth in Section 5.16¢¢)the Sellers Disclosure Schedule, with respect to the Offemgaloyees
neither Sellers nor their ERISA Affiliates maintain, sponsontribute to or have any liability or potential lialyilivith respect to (
any “defined benefit planas defined in Section 3(35) of ERISA, that is subjedERISA or any other plan subject to the fun
requirements of Section 412 of the Code or Section 302tief M of ERISA, (ii) any “multiemployer plan”, as defined 8ection 3
(37) or 4001(a)(3) of ERISA, that is subject to ERI®A (iii) any employee benefit plan, program or arrangementpitmatides fo
post-retirement medical, life insurance or other welfare-typefits (other than health continuation coverage required by @®BR

(d) To the Knowledge of Sellers, Section 5.16()the Sellers Disclosure Schedule contains a complet
accurate list of each Contract or plan of Sellers or any of $hdisidiaries with an
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Offered Employee that is a “nonqualified deferred compensatani fds defined for purposes of Code Section 409A(d)(1)) artte
Knowledge of Sellers, each such Contract or plan is, or has inedocumentary and operational compliance with Code Sediga
and the applicable guidance issued thereunder. No Person Iga$ ® r@ny gross up or indemnification from Sellers or ahtheil
Subsidiaries with respect to any such Employee Benefit Pégment or arrangement subject to Section 409A of the Codéne
Sellers nor any of their Subsidiaries have any indemnitygatitin to any Offered Employee for any Taxes imposed undeiof
409A of the Code.

5.17 Legal Proceedings

(&) Except as set forth in_Section 5.17¢)the Sellers Disclosure Schedule, there is no Action, condamra
expropriation pending, or to the Knowledge of Sellers, tbreat against or affecting Sellers or any of their Subsidithviggelates |
the AirCard Business, any of the Acquired Assets or anthefLicensed IP, or that challenges, or that may have the ef
preventing, delaying, making illegal or otherwise interfgrimith, the Transactions or any other transaction contemplateithic
Agreement or any other Transaction Agreement. Except as didctos Section 5.17(a)f the Sellers Disclosure Schedule, to
Knowledge of Sellers, no event has occurred, and no claim,teigpuother condition or circumstance exists, that will oubd
reasonably be expected to, give rise to or serve as a bagie fmrmhmencement of any such Action. To the Knowledge of Selfe
except as described on Section 5.16fahe Sellers Disclosure Schedule, there is no inquirpwastigation pending or threatenec
or before a Governmental Authority against or affecting th€a&id Business, any of the Acquired Assets or any of the séckif
(including any inquiry as to the qualification of the A#@ Business, Sellers or any of their Subsidiaries to twotdceive any licen
or Permit related to the AirCard Business).

(b) There is no Order to which Sellers or any of their Subsédiaare subject that affects the AirCard Business
of the Acquired Assets or any of the Licensed IP.

(c) None of the representations and warranties in_this Sectionabelipresentations and warranties given
respect to Intellectual Property Rights, which representasiansolely set forth in Section 5.12

5.18 Compliance with Laws; Permits

(&) Sellers and their Subsidiaries are, and have at all times beeomjpliance in all material respects with €
Law that is applicable to the AirCard Business, any of the iedwssets, any of the Licensed IP or the Assumed Li@siliNo ever
has occurred, and no condition or circumstance exists, tHgtith or without notice or lapse of time) constituteresult in a materi
violation by any Sellers or any of their Subsidiaries ofa onaterial failure on the part of it to comply with, draw that is applicab
to the AirCard Business, any of the Acquired Assets, atlgeoEicensed IP or the Assumed Liabilities. Neither Sellersang of thei
Subsidiaries have received any written notice (or, to the Kngwlefl Sellers, other communication) from any Person regagdiy
actual or possible material violation of, or material failureamply with, any Law that is applicable to the AirCard Besk, any (
the Acquired Assets, any of the Licensed IP or the Assunailities.

(b) Section 5.18(bpf the Sellers Disclosure Schedule sets forth a complete anchtectist of all material Perm
pursuant to which Sellers or any of their Subsidiarieseatly leases, operates or holds any interest in any AcgAgseets, and su
Permits constitute all material Permits required to permiteBebr any of their Subsidiaries to operate or conduct th€aki
Business. All Transferred Permits are in full force and effBellers and their Subsidiaries are, and have at all times b
compliance
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in all material respects with each Transferred Permit. Neith&rSelor any of their Subsidiaries have received any writtéicen(or
to the Knowledge of Sellers, other communication) from anyeBhmental Authority regarding: (i) any actual or possibétemia
violation of or material failure to comply with any term @guirement of any Transferred Permit; or (ii) any actual assible
revocation, withdrawal, suspension, cancellation, terminationodification of any Transferred Permit.

5.19 Brokerage FeesSellers and their Subsidiaries have not incurred any [tiabifor any brokerage, finder, investm
banking or other similar fees, commissions or expenses imection with the Transactions, except for such fees, commisai
expenses of which will be paid by Sellers.

5.20 Related Party Transactionga) No Related Party has, and no Related Party has had tamginn any material as
used in or otherwise relating to the AirCard Businesgn(bRelated Party has entered into, or has had any finanaetshin, an
material Contract, transaction or business dealing or imglthe AirCard Business; and (c) to the Knowledge of Selerfielate
Party is competing with the AirCard Business. As used hefdrelated Party shall mean: (i) each individual who is an office
director of Sellers or any of their Subsidiaries; (ii) each bamof the immediate family of each of the individualerefd to in claus
(ii) above; and (iii) any trust or other Person in whialy one of the Persons referred to in clauses (i) and (ii)eatalds (or in whic
more than one of such Persons collectively hold), beneficialbyherwise, a material voting, proprietary or equity interest

5.21 Credit Support Section 5.2Dbf the Sellers Disclosure Schedule sets forth a complete ancatctist of all letters «
credit, guarantees, surety bonds, or other credit supporidpd by or arranged by Sellers or their Affiliates whird parties whic
benefit the AirCard Business and for which Buyers woulddasanably expected to provide replacement letters of credit, guay
surety bonds, or other credit support following the Digs

5.22 Anticorruption. Neither Sellers, nor any of their Subsidiaries, nor driar respective officers, directors, employ
stockholders, agents or representatives, nor any Person as$omidt or acting for or on behalf of any Seller or suchegel
Subsidiaries, have directly or indirectly (a) made, offeredtimmpted to make any contribution, gift, bribe, rebate, fiaiydluence
payment, kickback, any other payment, or provided anythingabfe to any Person, private or public (including foreigilis
officials), regardless of what form, whether in money, prigp@r services: (i) to obtain or retain business or fablar treatment f
business, (ii) or to direct business to another, (iiplbtain special concessions or for special concessions alretaiyeab or (iv) il
violation of any requirement of applicable anticorruption anti-lanibery laws, or (b) established or maintained any fund se
outside of a Seller’s or any of its Subsidiaries’ normadiness books and records.

5.23 Export Control Laws Each Seller and each of its Subsidiaries has at all times ceddtgtexport transactions
connection with the AirCard Business in all material respectecordance with (x) all applicable U.S. export and reexportrals
including the United States Export Administration Act dRelgulations and Foreign Assets Control Regulations anali(ygthe
applicable import/export controls in other countries in Wiseller conducts the AirCard Business. Without limitimg foregoing,

(@) Sellers and their Subsidiaries have obtained all export arattitigenses, license exceptions and other con:
notices, waivers, approvals, orders, authorizations, registsadeclarations and filings with any Governmental Atthoequired fo
() the export, import and reexport of products, serviGsfware and technologies used in, held for use in or necefsatiye
operation of the AirCard Business and (i) releases of tdobies and Software used in, held for use in or necessathidaperatio
of the AirCard Business to non-U.S. nationals locatederithited States and abroad (* Export Approvgls
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(b) Sellers and their Subsidiaries are, and have at all times bemmpliance in all material respects with the te
of all applicable Export Approvals that are applicable to ti€#d Business or any of the Acquired Assets;

(c) There are no pending or, to the Knowledge of Sellers, thredielaims against Sellers or their Subsidiaries
respect to such Export Approvals;

(d) To the Knowledge of Sellers, there are no presently exifdirtg or circumstances pertaining to Sellerstheil
Subsidiariesexport transactions in respect of the AirCard Business tbhaldaconstitute a reasonable basis for any future claim:
respect to such Export Approvals;

(e) No Export Approvals for the transfer of export licenseBugers are required, or such Export Approvals ce
obtained expeditiously without material cost; and

() Section 5.23(fof the Sellers Disclosure Schedule sets forth the true, comgbeteaccurate export cont
classifications applicable to the AirCard Products offered&te as of the date hereof.

5.24 AirCard Products; Product Defect and Warranty

(&) The AirCard Products are listed on Section 5.24(af(the Sellers Disclosure Schedule @ettion 5.24(a)(i
of the Sellers Disclosure Schedule.

(b) Neither Sellers or any of their Subsidiaries nor any custwwofahe AirCard Business have, at any time, enc
in or instituted a product recall related to any AirCard Pcbdor predecessor to any AirCard Product) or received a notine dn)
Governmental Authority or other entity that product recaghted to any AirCard Product (or predecessor to any AirCadiet) is o
might be necessary (whether for any safety issue, qualite isswtherwise). To the Knowledge of Sellers, no circuncstam
condition exists (that with or without notice lapse of time, or both) that will, or would reasonably beeeked to, require or resuli
a product recall related to any AirCard Product.

(c) Section 5.24(cpf the Sellers Disclosure Schedule sets forth the refund unnrpblicies of, and all warranti
given or made by Sellers or their Subsidiaries in respettteofAirCard Products, other than the refund or returrcigsliof, and a
warranties given or made by Sellers or their Subsidiaries velngelet out in the Transferred Contracts.

(d) Except as disclosed in_Section (d)5.24¢d)the Sellers Disclosure Schedule, no epidemic failure (oles
concept) under any Transferred Contract has occurred, and to tldedge of Sellers, no circumstance or condition exists (ar
without notice or lapse of time, or both) that will, oowld reasonably be expected to, result in an Epidemic FailuaeyofirCart
Product or predecessor to any AirCard Product (and, inclufinghe avoidance of doubt, any component part of any Ait@aoduc
or predecessor of any AirCard Product).
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5.25 Books and RecordsSellers and their Subsidiaries have made and kept (and gddBid/ers reasonable access tc
Transferred Books and Records, which, in reasonable detail, acgunadefairly reflect the activities of the AirCard Business;ep
as such is reflected in the Excluded Books and Records. N8itlers nor any of their Subsidiaries have engaged in anyattaons ir
connection with the AirCard Business, except as reflected imadtsnally maintained books and records of Sellers and
Subsidiaries. Except as disclosed_in Section 5f2the Sellers Disclosure Schedule, the Transferred Books acdrd®s have be
maintained in accordance with sound business practices, ingltdirmaintenance of an adequate system of internal controls.

5.26 Complete Copies of MaterialsSellers have made available to Buyers true, correct and complegs ¢mpivith respe
to oral agreements, written summaries of the same) of each d@mraasContract.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES OF BUYERS

Buyers, jointly and severally, hereby represent and warré8elters as follows:

6.1 Organization and Good StandinyS Buyer is a corporation duly organized, validly existéng in good standing unc
the Laws of the jurisdiction of its formation. IP Buyem limited company duly organized, validly existing andaod standing und
the Laws of the jurisdiction of its formation. Internai@d Buyer is a limited company duly organized, validly exgt@md in goo
standing under the Laws of the jurisdiction of its formatiCanadian Buyer is a corporation duly organized, validlgtiegi and il
good standing under the Laws of the jurisdiction of dismiation. Australian Buyer is a proprietary company dulyanized, validl
existing and in good standing under the Laws of the jiatisth of its formation.

6.2 Authority and Enforceability

(@) Each Buyer has all necessary corporate power and authority toteeewlideliver this Agreement, the o
Transaction Agreements to which such Buyer is or will barty@and each certificate and other instrument required by thiseAger
or any other Transaction Agreements to be executed and deliveigaybrs pursuant hereto or thereto, to perform their atiig:
hereunder and thereunder and to consummate the Transactionseamitheth transactions contemplated hereby and thereb
execution, delivery and performance by each Buyer of this Agreethendther Transaction Agreements to which such Buyer idll
be a party and each certificate and other instrument required tetatec and delivered by such Buyer pursuant hereto or ther
performance by such Buyer of its obligations hereunder anduhéer and the consummation by such Buyer of the Transactid
the other transactions contemplated hereby and thereby, haveubgand validly authorized by all necessary corporate actiona
part of such Buyer. The board of directors of each Buyer has\agipthis Agreement, the other Transaction Agreements thvghicl
Buyer is or will be a party and the Transactions and the &thesactions contemplated hereby and thereby, and no other ce
proceedings on the part of such Buyer or any of its Sigyg#s are necessary to authorize this Agreement or any Titiesactio
Agreements to which such Buyer is or will be a party aroimsummate the Transactions on the terms set forth hereineaaihth

(b) This Agreement, the other Transaction Agreements to which apgrBs or will be a party and each certific

and other instrument required to be executed and deliveredchyBuyer pursuant hereto or thereto has been (or will Hg)atha
validly executed and delivered by such Buyer and,
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assuming the due authorization, execution and delivery by §edlenstitutes (or will constitute) a legal, valid and bigdbbligatior
of such Buyer, enforceable against such Buyer in accordance svitsfiective terms, subject in each case to bankruptcy, inso
reorganization or other similar Laws of general application afifgthe rights and remedies of creditors, and to general pléisco
equity.

6.3 Governmental ApprovalsNo Governmental Approvals are required on the part of arygiBor any of their Subsidiar
in connection with the execution and delivery of this Agreepaamt other Transaction Agreements to which such Buyer islidvene
party or any certificate and other instrument required to be eecc@rnd delivered by such Buyer pursuant hereto or there
performance by such Buyer of its obligations hereunder oeuheder or the consummation of the Transactions or any
transactions contemplated hereby or thereby, except for (a)sfilingt may be required under, and compliance with any
applicable requirements of, the HSR Act and the CompetitionaAdt (b) filings or reports required under, and compliancg,
applicable federal U.S. Securities Laws and the Securities Act)(B.C.

6.4 Conflicts. The execution and delivery by each Buyer of this Agreemenipttier Transaction Agreements to wt
such Buyer is or will be a party and each certificate and oteguinent required to be executed and delivered by such Buyseram
hereto or thereto, the performance by such Buyer of its olgligahereunder and thereunder and the consummation by syeh &
the Transactions and the other transactions contemplated hemhpesiaby do not and will not (a) conflict with or violatee
certificate of incorporation or bylaws (or other comparableaniation documents) of such Buyer or any of its Subsaiaiib
conflict with, result in a breach of, constitute (with oith@ut due notice or lapse of time or both) a default undesylt in th
acceleration of any obligations under, create in any party thetdghccelerate, terminate, modify or cancel, or require any r
consent or waiver under, or result in the loss of any betoefihich such Buyer is entitled under, any Contract to whiaih Buyer is
party or by which such Buyer is bound or to which itetsare subject, or (c) violate any Law applicable to such Buyamyoof it:
properties or assets, other than in the case of the precedingscl@)sor (c) for any conflicts, breaches, defaults or vialatita
would not have a Buyer Material Adverse Effect.

6.5 Funds. Buyers will have sufficient funds at the Closing to gey Adjusted Cash Purchase Price.

6.6 Brokers and FindersBuyers have not incurred any Liabilities for any brokeraipelef, investment banking or otl
similar fees, commissions or expenses in connection witiidr@sactions, except for such fees, commissions and expensbgh
will be paid by Buyers (which, for purposes of clarity)lwiot be paid by Sellers or factored into any adjustmenthddEstimate
Adjusted Cash Purchase Price or the Final Adjusted Cash Paifehies contemplated by this Agreement).

6.7 GST/HST Regqistration NETGEAR Holdings Limited and NETGEAR International liied are not registered for G
or HST under Part IX of the Excise Tax Act (Canada) and tlearoy on any business in Canada.
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ARTICLE 7
INTERIM CONDUCT OF AIRCARD BUSINESS

7.1 Conduct of AirCard BusinessExcept as expressly contemplated by this Agreement, as setrfd@ection 7.1of the
Sellers Disclosure Schedule, or as Buyers may otherwise canseriting (which consent will not be unreasonably withheldlaye:
or conditioned), at all times from the date hereof unélehrlier to occur of the Closing and the valid terminatiothisfAgreement i
accordance with the terms hereof, Sellers shall and shall also bausgubsidiaries to:

(@) operate the AirCard Business in the usual, regular and oydomarrse in substantially the same mann
heretofore conducted;

(b) take all commercially reasonable steps to preserve and protechtisferred Tangible Property in the condi
it existed as of the date of this Agreement, ordinary weateardexcepted, and in the event of any damage to or destructag o
the Acquired Assets prior to the Closing, at Sellers suifi®m replace, repair or restore such Acquired Assets;

(c) comply with all requirements of Law, Orders and contractudibations applicable to the operation of
AirCard Business;

(d) use commercially reasonable efforts to (i) preserve intact itl@aAl Business, (ii) keep available the servict
the AirCard Business's officers, employees and agents ahdn@intain the AirCard Businessturrent relations and goodwill w
suppliers, customers, distributors, licensors, licenseedlolals, creditors, employees, agents and others having bausalasonshig
with the AirCard Business, including by promptly payalbamounts owing to such Persons that arise out of th@afdr Business
and when such amounts are due, other than amounts beingdispgbod faith;

(e) sell and continue to replenish Transferred Inventory in a aloanmd customary manner;

() continue in full force and effect all insurance coverage pertatnitige AirCard Business, the Acquired Asse
the Licensed IP that are in effect as of the date hereof or chtiagtantially equivalent policies;

() maintain the Transferred Books and Records in the ordinargeofibusiness consistent with past practice;

(nh) file new Patent applications on inventions arising fromdéneelopment of the AirCard Products or the oper.
of the AirCard Business in the ordinary course of busigessistent with past practice (and to not delay any sucigdilin order t
avoid such Patent application from becoming an Acquired Asset).

7.2 Restrictions on AirCard Businesg&xcept as expressly contemplated by this Agreement, as theinf@ection 7.2f the
Sellers Disclosure Schedule, or as Buyers may otherwise canserting (which consent, in the case of paragraphs (€)(iii) , (h),
0, @D, (K, (m)and_(o)(but only, in the case of paragraph () the extent related to (dje)(iii) , (h), (i), (), (K), or (m)), will not
be unreasonably withheld, delayed or conditioned), at all tino@s the date hereof until the earlier to occur of the Closimgj thi
valid termination of this Agreement in accordance with the tdrensof, Sellers shall not, and shall ensure that their @akies sha
not, take any of the following actions with respect to theCAid Business, the Acquired Assets, the Licensed IP or thenfes
Liabilities:
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(& modify or amend in any material respect or terminate any Traedf@wontract, Transferred Lease or Transfe
Permit, other than pursuant to the expiration of a Trarexfe@ontract, Transferred Lease or Transferred Permit in accordahcits
terms;

(b) other than sales of Inventory in the ordinary course ofnlessi sell, lease, license, transfer or otherwise di
of or encumber any Acquired Assets or Licensed IP (but tmlyhe extent such sale, lease, license, transfer, disposil
encumbrance would conflict with licenses granted to Buyers uhde€ross-License Agreement or adversely affect Buyigtst tc
use Licensed IP), or grant or otherwise create or consehé toréation of any Lien affecting any Acquired Assets, Licensddul
only to the extent such grant, creation or consent wouldiconfith licenses granted to Buyers under the Ctassnse Agreement
adversely affect Buyers’ right to use Licensed IP) or any pareof;

(c) make or change any Tax election that would affect the Acquired Assets

(d) grant any severance, change in control, termination pay orasipdly benefits (in cash or otherwise) to
Offered Employee, including any officer, except as required uhdeterms of any prexisting employment agreement or arrangel
disclosed in the Sellers Disclosure Schedule;

(e) (i) adopt, establish, enter into, amend or terminate any @mapelBenefit Plan other than ordinary course ac
that apply to Employees generally, (i) enter into any empkyt agreement, (iii) agree to pay any special bonus or ¢
remuneration to any Offered Employee, or (iv) increase or agrieerease the salaries, wage rates, or other compensationefits
of any Offered Employee, except as required under applicable Latlveoterms of any prexisting employment agreement
arrangement disclosed in the Sellers Disclosure Schedule;

(H terminate the employment of any Offered Employee other thafcéwse”; provided that in the event Sell
terminate any Offered Employee for “cause”, Sellers shall promptify Buyers of such termination;

(g) abandon or permit to lapse any Transferred IP (other thant®atepiring at the end of their statutory terms
not as a result of any act or omission by Sellers or aityef Subsidiaries, including a failure by Sellers or ahtheir Subsidiaries
pay any required registration or maintenance fees));

(h) take or omit to take any action that has or would reasona&béxpected to have the effect of accelerating
to customers or revenues of the AirCard Business t&Cjmsing periods that would otherwise be expected to take pidweiocurre
in post-Closing periods;

0] fail to make any capital expenditures or commitment therefoseadorth in_Section 7.2(ipf the Seller
Disclosure Schedule;

() make any changes to its normal and customary practices regardisglititation, booking and fulfillment
orders or the shipment and delivery of goods relatinggd\thCard Business;

(k) compromise, settle or waive any material claims or rights efAihCard Business which would be prejudi
against Buyers;

()  enter into any settlement of, or cease to defend, any penditgeatened Actions that relate to the AirC
Business, the Acquired Assets or the Licensed IP if, pursoamtas a result of
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such settlement or cessation, (i) any royalty payment oldigat injunctive or equitable relief will be imposed agaiRayers an
their Subsidiaries, or (ii) such settlement or cessati@s dot expressly and unconditionally release Buyers and thiesidsaries fror
all Liabilities with respect to such Action, with prejudice

(m) commence any Action relating to the AirCard Business or the ifadjiAssets other than (i) for the roul
collection of amounts owed or (ii) in such cases where therdaitucommence litigation could have a material adverse effettte
AirCard Business, provided that Sellers consult with Bupeis to filing such litigation;

(n)  transfer any Transferred Tangible Property which is locatedratsferred Leasehold Property locate
Carlsbad, California to another location; or

(o) agree to take any of the actions described in Section Th2¢algh_Section 7.2(n)inclusive.

ARTICLE 8
COVENANTS OF PARTIES

8.1 Reasonable Best Effort9On the terms and subject to the conditions set forthisnAgreement, each Party shall us
reasonable best efforts to take promptly, or cause to be tadeptly, all actions, and to do promptly, or cause to besgoomptly
all things necessary, proper or advisable under applicable Lasensummate and make effective, in the most expeditious n
practicable, the Transactions and the other transactions contempjatinis Agreement and the other Transaction Agreen
including using reasonable best efforts to (a) cause thétiomsdprecedent set forth in Section #bde satisfied as soon as practic
after the date hereof, (b) obtain all necessary actions oactamns, waivers, consents, approvals, Orders and authorizétion
Governmental Authorities, the expiration or terminationaofy applicable waiting periods, making all necessary regists
declarations and filings (including registrations, declaratiand filings with Governmental Authorities, if any), arg) prepare
execute and deliver any additional certificates and other instrartteaitare necessary or required to consummate the Transact
to fully carry out the purpose and intent of this Agreenaeiltthe other Transaction Agreements.

8.2 Requlatory Filings; Permits

(@  Without limiting the generality of the foregoing provies of _Section 8.1 as soon as may be reason
practicable following the execution and delivery of this Agredm@neach of Buyers, on the one hand, and Sellers, on lilee loadnc
shall make all necessary filings under the HSR Act with theé &fd the Antitrust Division of the DOJ a Notification &Report Forr
relating to the Transactions and any other transactions comtieahdy this Agreement and the other Transaction Agreementi)
Buyers shall submit a letter to the Commissioner requeatingdvance ruling certificate pursuant to Section 102 of tmep€titior
Act or, in the alternative, a No-Action Letter, and, if the @etition Act Clearance has not been obtained within twengy/{21) day
from when Buyers submitted the letter to the Commissi@wgyers or Sellers may, at any time thereafter, notify the ®hgies the
they intend to file a notification pursuant to subsectidd(1) of the Competition Act in which case Buyers and SeHeall eac
submit their respective notification to the Commissionehiwiseven (7) Business Days thereof. Each of Buyers, omthéand, ar
Sellers, on the other hand, shall promptly (i) cooperatecanddinate with the other in the making of such filingothrer filings o
submissions to a Governmental Authority under an Artittiaw, (ii) supply the other with any information thmay be required
order to effectuate such
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filings or other filings or submissions to a Governnagituthority under an Antitrust Law, other than informatihat is confidentii
competitivelysensitive information, (iii) supply any additional infeation that reasonably may be required or requested
Governmental Authority under an Antitrust Law, (iv) advise other of any material written or verbal communicationsithiateive
from a Governmental Authority in respect of any filing, migsion or request for information under an Antitrust Laavd shall perm
such other Party to participate in any meetings with any @Gowemtal Authority (subject to any opposition by a Governta
Authority to a particular Partg’ participation in such meeting) and participate or reviewnaagrial written or verbal communicat
before it is made to any Governmental Authority and (ia@rshrequally all fees and expenses incurred in connection withsfithad
in connection with this Section 8.2(affach Party hereto shall promptly inform the other Par®asties hereto, as the case may t
any communication from any Governmental Authority regardimg of the transactions contemplated by this Agreement (imgjubi
Transactions) or any of the other Transaction Agreementsylfarnty hereto or Affiliate thereof receives a request for amtdi
information or documentary material from any such Governmexu#hority with respect to the transactions contemplated Is
Agreement (including the Transactions) or any of the otha@nsection Agreements, then such Party shall use reasonable héste
make, or cause to be made, as soon as reasonably practicableeandrefultation with the other Parties, an appropriate respgn
compliance with such request.

(b)  Without limiting the generality of the foregoing provisg of Section 8.1 on the terms and subject to
conditions set forth in this Agreement, Buyers and Sellea$i ase their reasonable best efforts to take promptly, oedause take
promptly, all actions, and to do promptly, or cause tddree promptly, all things necessary, proper or advisablerwapplicable Law
to obtain all Permits, and take all such actions, describedhirdble 4.3(b)(vi)(B}k0 as to enable Buyers to own and operat
AirCard Business on the Closing Date after the Closingeérsame manner in which Sellers operated the AirCard Businéss dat
hereof and on the Closing Date before the Closing.

(c) Notwithstanding anything in this Agreement to the contriig,expressly understood and agreed that: (i) ne
Buyers nor Sellers shall have any obligation to litigateartest any administrative or judicial action or proceeding grdmtree
judgment, injunction or other order, whether temporary,impieary or permanent; and (ii) neither Buyers nor Sellersl flealinde
any obligation to make proposals, execute or carry out agreerantés,nto consent decrees or submit to orders providm@jathe
sale, divestiture, license or other disposition or hgldieparate (through the establishment of a trust or otherafisg)y assets
categories of assets of Buyers or any of their Affiliatesalle®& or any of their Subsidiaries, (B) the impositioran§ limitation o
regulation on the ability of Buyers or any of their Afitiés to freely conduct their business or own such asset€) ehe holdini
separate of the AirCard Business or any of the Acquired Aesetsy limitation or regulation on the ability of Buyensany of thei
Affiliates to exercise full rights of ownership of the Aaf@ Business and the Acquired Assets.

8.3 Access to Information

(@ During the period from the date hereof and prior to the exadf the Closing or the termination of {
Agreement, except as otherwise prohibited by applicable Lawe{itgbunderstood and agreed that the Parties shall us
commercially reasonable efforts to cause any information thathgeld pursuant to applicable Law to be provided or madeadle
in a manner that is not prohibited by applicable Law), Sellrall afford Buyers and their accountants, counsel and
representatives, reasonable access during Sellensial business hours to all of the assets, propertiekstara records, Contrac
Permits, commitments, documents, information and persofir8dllers and their Subsidiaries that are related to th€ahd Busines
(but only to the extent applicable to the AirCard BusinessBuyers may reasonably request. No information or kngelebtaine
by Buyers in any investigation conducted
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pursuant to this Section 8.3(@)all be deemed to affect or modify, amend or supplement argsegytation or warranty set forth he
or the Sellers Disclosure Schedule, or the conditions toliligations of the Parties to consummate the Transactions indacmx
with the terms and conditions hereof, or the remedies avatakhe Parties hereunder.

(b) From and after the Closing, Sellers shall provide Buyerstlagid representatives with reasonable access
the right to make copies), during normal business houtupon reasonable advance notice, to the books and recordseo$ 8al
their Subsidiaries related to the AirCard Business (buyt tunthe extent applicable to the AirCard Business) as Bumaysreasonab
request.

8.4 Notification of Certain Matters

(@) Sellers shall promptly notify Buyers of (i) the occurrenc@amn-occurrence of any event that would reasor
be expected to cause any representation or warranty of Selleesr@uhsidiaries set forth in this Agreement to be untriaeamcurat
in any material respect at or prior to the Closing, (i) &ilyire of Sellers or their Subsidiaries to comply witrsatisfy any covenal
condition or agreement to be complied with or satisfied hgiieunder in any material respect, and (iii) the occurrence arfailan
event, that, individually or in the aggregate, results wawld reasonably be expected to result in, a Business MatenakgalEffect.

(b) Buyers shall promptly notify Sellers of (i) the occurrencenan-occurrence of any event that would cause
representation or warranty of Buyers set forth in this Agesgnto be untrue or inaccurate in any material respect at ortpribe
Closing, and (ii) any failure of Buyers to comply withgatisfy any covenant, condition or agreement to be compligdowvisatisfie
by it hereunder in any material respect.

(c) The delivery of any notice pursuant to this Section shédll not be deemed to affect or modify, amen
supplement any representation or warranty set forth herelire @dllers Disclosure Schedule, or the conditions to theadibli of th
Parties to consummate the Transactions in accordance with theaednt®nditions hereof, or the remedies available to the
hereunder.

8.5 Confidentiality.

(@) Buyers and Sellers acknowledge and agree that the existence Afjtbement (including the Sellers Disclos
Schedule) and the other Transaction Agreements, and the tednsomaditions hereof and thereof, shall constitugeoprietanr
Information” under and within the meaning of the Amended and Restated €otidility Agreement, dated as of July 27, 2011, by
between the Parties (the “ Confidentiality Agreenignt

(b)  For a period of five (5) years after the Closing, unlessiredilby Law or Order to disclose any Busir
Confidential Information, as is necessary to perform itgeenants, agreements and obligations, or exercise its righta/mershig
under this Agreement or any of the other Transaction Agresmanas explicitly permitted by this Section 85Section 8.%r any
other provision of this Agreement or any of the othemBaction Agreements, Sellers agree not to use or disclosetaharfgnd sha
cause each of their Subsidiaries and controlled Affiliatesaasé or disclose at any time) any Business Confidentiainaftbon. Ir
the event Sellers or any of their controlled Affiliates are ireguby Law or Order to disclose any Business Confidehifafmation
Sellers shall promptly notify Buyers in writing (unlessch requirement is in relation to any Action to which Seltarany of the
Subsidiaries are a party), which notification shall includertature of the legal requirement and the extent of the requgeldsiire
and Sellers and their controlled Affiliates shall cooperate Biityers and Sellers to preserve the
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confidentiality of such information consistent with such legajple Law or Order. For all purposes of and under thissé&grent, th
term “ Business Confidential Informatioh shall mean all information of a confidential or proprietagtune (whether or n
specifically labeled or identified as “confidentialtiy any form or medium, to the extent related to the busipesslucts, financii
condition, services, or research or development of the Air@arsiness, or the suppliers, distributors, customers,|oyegs
independent contractors or other business relations of &/ Business, including the following: (i) internal imess and financi
information (including information relating to strategind staffing plans and practices, business, finances, traimacketing
promotional and sales plans and practices, cost, rate and pstoiregures and accounting and business methods); (ii) tidentif
individual requirements of, specific contractual arrangements, \aitld information about, the AirCard Business, the sap
distributors, customers, employees, independent contramtather business relations of the AirCard Business and d¢befidentia
information; (iii) trade secrets, know how, compilatiofiglata and analyses, techniques, systems, formulae, recipes, ressamatt
reports, manuals, documentation, models, data and databasésg rdlareto; (iv) inventions, innovations, improveme
developments, methods, designs, analyses, drawings, reptrad aimilar or related information (whether or not pateraldnd (v
any other Technology.

(c) For a period of five (5) years after the Closing, unlessiredilby Law or Order to disclose any Retali
Business Confidential Information, as is necessary to perfternovenants, agreements and obligations, or exercise its K
ownership, under this Agreement or any of the other Transa&tioeements, or as explicitly permitted by this Sectiono8.Sectior
8.7 or any other provision of this Agreement or any of theeoifransaction Agreements, Buyers agree not to use or disclang
time (and shall cause each of their Subsidiaries and controffdihtds not to use or disclose at any time) any RetainednBst
Confidential Information. In the event Buyers or any dditlcontrolled Affiliates are required by Law or Order toctiise an
Retained Business Confidential Information, Buyers shaliptly notify Sellers in writing (unless such requiremisnin relation t
any Action to which Buyers or any of their Subsidiaries goarsy), which notification shall include the nature of tbgal requireme
and the extent of the required disclosure, and Buyers andcthgiolled Affiliates shall cooperate with Sellers and Buyerngsréserv
the confidentiality of such information consistent witlels@pplicable Law or Order. For all purposes of and underthieement, tt
term “ Retained Business Confidential Informatfoshall mean all information of a confidential or proprietaagure (whether or n
specifically labeled or identified as “confidential’yy any form or medium, to the extent delivered in connectiotih the
consummation of the Transactions and related to the buspredsicts, financial condition, services, or research or developaf the
Retained Business, or the suppliers, distributors, cussyneenployees, independent contractors or other businessnglati th:
Retained Business, including the following: (i) internasibass and financial information (including informatioratilg to strateg
and staffing plans and practices, business, finances, tramargeting, promotional and sales plans and practices, costhehf@icing
structures and accounting and business methods); (ii) idsntif, individual requirements of, specific contractual arramgesnwith
and information about, the Retained Business, the supptiestsibutors, customers, employees, independent contractoothe
business relations of the Retained Business and their coididiefdrmation; (iii) trade secrets, know how, compilatiaisata an
analyses, techniques, systems, formulae, recipes, research, reepaits, manuals, documentation, models, data and dat
relating thereto; (iv) inventions, innovations, improverserevelopments, methods, designs, analyses, drawingsisrepar a
similar or related information (whether or not patentable);(&hdny other Technology.

(d) For a period of five (5) years after the Closing, unlessiredby Law or Order to disclose any Transac
Confidential Information, as is necessary to perform itgeenants, agreements and obligations, or exercise its righta/mershig
under this Agreement or any of the other Transaction
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Agreements, or as explicitly permitted by this Sectiond8.Section 8.%r any other provision of this Agreement or any of theai
Transaction Agreements, each Buyer and Seller agrees not tec{gse at any time (and shall cause each of their Subsidiari
controlled Affiliates not to use or disclose at any time) afithe terms or conditions of this Agreement or any efdther Transactic
Agreements, and (ii) use or disclose at any time (and shafie each of their Subsidiaries and controlled Affiliates metse ©
disclose at any time) any Transaction Confidential Informadisnlosed by Buyers (in the case of Sellers) or disclose®ebgrs (it
the case of Buyers). In the event any Party or any of itsalled Affiliates are required by Law or Order to disclosg anansactio
Confidential Information disclosed by Buyers (in the cas&elfers) or disclosed by Sellers (in the case of Buyers), Rardly sha
promptly notify the other Parties in writing, which ifigation shall include the nature of the legal requirementthacextent of th
required disclosure, and such Party and its controlled #tf#i shall cooperate with the other Parties to preserve thdemidlity of
such information consistent with such applicable Law or Oréer all purposes of and under this Agreement, the tefmarisactio
Confidential Information’ shall mean all information of a confidential or proprietaryurat(whether or not specifically labelec
identified as “confidential”)jn any form or medium, to the extent disclosed by or @malf of any Buyer or any of its Subsidiarie:
controlled Affiliates to any Seller or any of its Subsi@iaror controlled Affiliates, or by or on behalf of any 8elbr any of it
Subsidiaries or controlled Affiliates to any Buyer or anyt®fSubsidiaries or controlled Affiliates, as the case maplrsuant to tr
terms or conditions of, or in connection with the perforogaof any covenants, agreements or obligations, or exerciséntsf, isnde
this Agreement or any of the other Transaction Agreements.

(e) Notwithstanding the foregoing provisions of this Sectdb:

(i) Sellers shall have no obligation under this Sectiom@!b respect to (A) any information included in
Excluded Assets that is Technology (other than any Licensed dledy, (B) Seller Owned Developed Technology (as defineble
Joint Development Agreement) other than Seller Owned Developechdlegl listed on Schedule B of the Joint Developr
Agreement, (C) information that was or has become generalliablato the public other than as a result of disclosuredigrS o
their Affiliates after the date hereof, or (D) informatitwat is independently developed by Sellers or their Affiligdiser than by ¢
on behalf of the AirCard Business or Sellers and theirsilidyies either prior to the Closing or, under the J@atvelopmer
Agreement, after the Closing) without the use of any RassinConfidential Information, Buyers’ or their Affiliatesonfidentia
information or any Transaction Confidential Informatiosaitbsed by Buyers or their Affiliates. For the avoidance obtid_icense
Technology and Seller Owned Developed Technology listed on GehBdof the Joint Development Agreement shall be consi
both Business Confidential Information subject to Sectiéb3and Retained Business Confidential Information subjecettiéh 8.5

(©).

(i)  Buyers shall have no obligation under this Sectionv8th respect to (A) any information includec
the Acquired Assets that is Technology (other than any®tone Transferred Technology), (B) Buyer Owned Developed Teaby
(as defined in the Joint Development Agreement) other than BEdwwmied Developed Technology listed on Schedule A of thd
Development Agreement, (C) information that was or has beconegaligravailable to the public other than as a result of digrd
by Buyers or their Affiliates after the date hereof, or (Cfpimation that is independently developed by Buyers or éiifiliates
(other than on behalf of the Retained Business, under the Deuelopment Agreement, after the Closing) without the usang
Retained Business Confidential Information or any Transa@unfidential Information disclosed by Sellers or theffiltes. For th
avoidance of doubt, NoRfime Transferred Technology and Buyer Owned Developed Technlidted on Schedule A of the Jc
Development Agreement shall be considered both Business Cdididaformation subject to Section 8.5(hhd Retained Busine
Confidential Information subject to Section 8.5(c)
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(i)  Sellers may disclose such copies of the Transaction Agreemetitglifiy the schedules and exhi
attached to such Transaction Agreements and the Sellers Disclob@dui®) in connection with any material investment to be
in Sellers or their Subsidiaries or in connection with drfass combination involving, or change of control of, $gjlerovidedtha
prior to disclosing such copies, Sellers shall have entetedinustomary confidentiality agreement with the recipient cif sopie
restricting the disclosure and use of such copies by such amtiipi the same manner as any other confidential or propi
information disclosed by Sellers to such recipient.

(iv)  Buyers may disclose such copies of the Transaction Agreemetited{itg the schedules and exhi
attached to such Transaction Agreements and the Sellers Disclob@dui®) in connection with any material investment to be
in Buyers or their Subsidiaries or in connection with sifess combination involving, or change of control of, &syprovidedtha
prior to disclosing such copies, Buyers shall have enteredaictistomary confidentiality agreement with the recipient df sopie
restricting the disclosure and use of such copies by suchaetiipi the same manner as any other confidential or propi
information disclosed by Buyers to such recipient.

(v) To the extent this Section 8ifiposes obligations on Sellers to protect the confidetytiafi or not t
disclose, any Shared Technology, any Jointly Owned Develdgeeldnology (as defined in the Joint Development Agreemerahy
Technology licensed to Buyers or Sellers under the Crossddc&greement or the Joint Development Agreement, Setibligiation:
shall be deemed limited solely to using the same, reasonable dadésaretion as Sellers use with their own similar Technoluf
like importance.

(vi) To the extent this Section 8ifiposes obligations on Buyers to protect the confidentiafit or not t
disclose, any Shared Technology, any Jointly Owned Develdpeldnology (as defined in the Joint Development Agreemerahy
Technology licensed to Sellers or Buyers under the Cross-lecAggeement or the Joint Development Agreement, Buyer:
obligations shall be deemed limited solely to using the sesaspnable care and discretion as such Buyers use with thegimilan
Technology of like importance.

8.6 Exclusivity . Sellers shall not, and shall cause their Subsidiaries andakspective Affiliates, representatives, offic
employees, directors and agents not to, directly or indirgeffysolicit, initiate, consider, entertain, encourage or acceubmissio
of any proposal or offer from any Person (other than Bugedstheir Affiliates in connection with the Transactionsatiey to th
acquisition of the AirCard Business as a separate and alane-acquisition or any portion of the Acquired Assetseaarsite ar
distinct from the other assets of the Sellers (other thagntory in the ordinary course of business consistent pégt practice), (|
participate in any discussions or negotiations (and as afatechereof, Sellers shall immediately cease any discussions tiatiegg
that are ongoing) regarding, furnish any information wétbpect to, assist or participate in, or facilitate in angratinner any effc
or attempt by any third party to do or seek any of the fongg or (c) furnish any confidential information regardihg AirCarc
Business or the Acquired Assets to any third party thegéking to make, or has made, any such proposal or offtarsSeill notify
Buyers promptly, and in any event within tweridgr (24) hours, if any third party makes any propostiér, inquiry or contact wit
respect to any acquisition of the AirCard Business as a sepachstamadalone acquisition or any portion of the Acquired Asse
separate and distinct from the other assets of the Sellers {loimeinventory in the ordinary course of business consistiéh pas
practice). Sellers shall be deemed to have breached the terms ®édtign 8.6f any of their Subsidiaries or any of their respec
Affiliates, representatives, officers, employees, directors ortadakes any action, whether in his or her capacity as suchamn
other capacity, that is prohibited by this Section.8.6
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8.7 Public StatementsExcept as required by Law, prior to the Closing, neithgreBs, on the one hand, nor Sellers, ol
other hand, shall, without the prior written consent loé bther, directly or indirectly make or issue any statemenbtioe
communication to the public or any third party regarding slubject matter of this Agreement or any of the other Trans
Agreements, or the terms and conditions hereof or theratdiding, if applicable, the termination of this Agreement drareasor
therefor, or any disputes or arbitration proceedings herewandkeereunder. The Parties shall issue a mutually agreegjest relea:
on the date hereof. After the Closing, except as required by &d®arty hereto may issue any releases of information withe
consent of the other Partprovided, howeverthat each such release is in compliance with the provisioi&edion 8.5and thi
Confidentiality Agreement. Notwithstanding the foregoiting Parties agree and acknowledge that US Buyer and Canadianriag
be required to file this Agreement and disclose the acquikltiastiture of the AirCard Business in its periodic mpdiled with the
Securities and Exchange Commission.

8.8 Record RetentionEach Party agrees, on behalf of itself and its controlléitiadds, that for a period of not less than
(6) years following the Closing Date, it shall not destwoytherwise dispose of any of the books and recordsngletithe Acquire
Assets or the Assumed Liabilities in its possessiot waspect to periods prior to the Closing. Each Party slaai the right 1
destroy all or part of such books and records after the @xth anniversary of the Closing Date or, at an earlier tiyngiving eacl
other party hereto twenty (20) daysior written notice of such intended disposition and figring to deliver to the other party, at
other Partys expense, custody of such books and records as such fiystragr intend to destroy. Notwithstanding the foregoiiag
immediately after the Closing and if Sellers possess and catelasing commercially reasonable efforts, Sellers shall deb
Buyers or destroy copies of Transferred Technology whiclotidicensed back to Sellers or otherwise permitted to be retdiy
Sellers pursuant to _Section 2.7(kdhat are in addition to copies delivered to Buyers as paheo€losing, whether such copies at
paper form, on computer media or stored in another form(lgnichmediately after the Closing and if Buyers possesscandocat
using commercially reasonable efforts, Buyers shall delivereiterS or destroy copies of any Technology of Sellers eir
Subsidiaries which is not licensed to Buyers or necessarBugers to perform their obligations under and duringtémen of the
Transition Services Agreement, whether such copies are in foapgron computer media or stored in another form.

8.9 Bulk Sales It will not be practicable to comply or to attempt to compith the procedures of the Uniform Commer
Code or other bulk sales laws or similar laws of the jioinh in which the Acquired Assets to be conveyed hereby aratad or ¢
any other jurisdictions which may be asserted to be applitalifee Transactions and the parties believe that it is not ttlaaan
such laws are applicable to such transaction. Accordingly, tcen@8uyers to waive any requirement for compliance on the ¢
Sellers with the procedures of any such laws (which Buyers \hevalve), Sellers hereby agree to indemnify and hold harnie
Buyer Indemnified Parties, in accordance with the provisidnariicle 12 , from and against, and to compensate and reimbur
Buyer Indemnified Parties, in accordance with the provisiosriidle 12, for, any and all Losses arising out of or resultingnfribe
failure of Sellers to comply with or perform any actiong@mnection with the provisions of any such law of any statégrisdiction:
applicable to the Transactions. Notwithstanding the foregdduyers agree to provide all reasonable cooperation to Sefi
connection with obtaining bulk sales exemptions in all lictions where Sellers determine to seek such exemption.
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8.10 Business Relationships; Payment

(&) Sellers shall provide reasonable cooperation at the expense ofy@mthe written request of, Buyers to assi
the transition of the business relationships of the Aud@arsiness existing prior to the Closing, including refeghips with customei
suppliers and others.

(b) After the Closing, Sellers shall, and shall cause their 8isbbigs to, as promptly as practicable, deliver, a
necessary endorse over to Buyers, any cash, checks or othemarsis of payment Sellers or any of their Subsidiaries reded
relate to the Acquired Assets, the Assumed Liabilities or ih€akd Business to which Buyers are entitled and shall haitl sast
checks or other instruments of payment in trust for Buyetis such delivery.

(c) After the Closing, Buyers shall, as promptly as practicatédiyer to Sellers (or any of their Subsidiaries
applicable) any mail and payments received by Buyers that delate to the Acquired Assets or the AirCard Business andhitch
Sellers or their Subsidiaries are entitled.

8.11 CarveOut Financial Statements

(@ In the event that, as a result of the consummation of the datimss, US Buyer is required to file Car@eH
Financial Statements with the SEC (regardless of when sucle-OatvFinancial Statements are required to be filed with the .
then prior to the Closing (and as a condition to consuimmaif the Transactions) Sellers shall prepare and delivBuyers th
Carve©Out Financial Statements. In addition, in the event that, yatiare following the Closing, US Buyer determines in gdaith
that it is required to file with the SEC (or furnishttee SEC) any financial statements of the AirCard Businesadition to th
Carve©Out Financial Statements) under any U.S. Securities Lawsiding as a result of actions taken by Buyers, such as aing
of securities or the acquisition or one or more businessesher assets that, when aggregated with the AirCard Busireegsre
Buyers to file financial statements of the AirCard Businesegeebn a standlone basis or consolidated with the financial stater
of such other businesses or assets), then Sellers shalg ablthcost and expense of Buyers, prepare and deliver to B
financial statements of the AirCard Business that US Buyedetermines are required to be filed or furnished with the, Sl8€ an
such financial statements of the AirCard Business that areafisafal year end or for a fiscal year shall be audited and accom
by an unqualified opinion of an internationally recognizgdependent accounting firm. Any Car@ex Financial Statements or ot
financial statements of the AirCard Business prepared by Spliessiant to this Section 8.11&)all be prepared in accordance
GAAP, applied on a consistent basis, throughout the pecdodsred, shall present fairly the financial condition of theCarc
Business as of the respective dates thereof and the resulisrafiaps and cash flows of the AirCard Business for thegeiiovere
thereby, and shall in all cases comply in all respects withli8eSecurities Laws that are applicable to US Buyer. For thdamae o
doubt, none of the Parties or their respective Affiliates| dfalrequired to petition the SEC or its staff for an ex@mnpfrom the
requirements of the Exchange Act in order to limit the requérémof the Exchange Act relating to any requirement to fiferoisk
Carve-Out Financial Statements or other financial statemertie éfitCard Business in connection with the Transactions.

(b) From and after the Closing, upon the request of US BuwlerS shall (i) use their reasonable best effol
cause its independent accounting firm to deliver to the SE@uadiiyor’s consent that is required to be included in any filindp Wit
SEC that includes or incorporates by reference the GameFinancial Statements or other financial statements of thHeak
Business prepared by Sellers pursuant to this Sectiore34lid (ii) to the extent US Buyer conducts or intends tagohan offerin
of securities (and if the registration statement, prospectoesing memorandum for such offering includes
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or incorporates by reference the Ca@et Financial Statements or other financial statements of tf@aAl Business prepared
Sellers pursuant to this Section 8.1 a)se their reasonable best efforts to cause their independenttiiogdium to deliver a lettt
containing statements and information of the type ordinardjuded in accountant’s “comfort letters” with respect to the &&n
Financial Statements or other financial statements of the AirBasiness prepared by Sellers pursuant to Ssstion 8.11(c
contained or incorporated by reference in any such document gefatany such offering, in the case of each of clause (i) i
above, within the period reasonably requested by US Buyaddition, in connection with any SEC filing required tonbade by U:
Buyer (or any SEC review of such filing), Sellers shalirpit Buyers and their authorized representatives to have reasatakls
during normal business hours and upon reasonable advance twtive,properties, books and records of Sellers and thilia#ss
relating to the AirCard Business for the purpose of pregaaimy such SEC filing or responding to SEC questionmments ¢
requests on such SEC filing, and to cause their Affiliated’sarch Affiliates’ representatives to cooperate fully in such preparati
response.

8.12 Other Actions Required to Be Taken

(&) Buyers and Sellers shall use their respective reasonable betst &ffcause the Person identified_on Section 8.1
(a) of the Sellers Disclosure Schedule to enter into a Specifiedefiggnt with US Buyer as promptly as practicable after the
hereof. If the Person identified on Section 8.12fahe Sellers Disclosure Schedule offers to enter into a $akéireement with U
Buyer for no additional consideration and subject to no iadéit terms or conditions, US Buyer shall promptly eimies a Specifie
Agreement with such Person.

(b) Sellers shall deliver a ndBAAP statement setting forth the amount of net revenues asd grargin for eau
month, and the amount of inventory, accrued warranty and rniragkéévelopment fund liabilities as of each month end,tlie
AirCard Business that are prepared in a manner consistentheitAirCard Business Financial Statements within twenty (2
after each month end during the period between execution &dhéement and the Closing Date.

(c) Sellers shall prepare and deliver (i) on or prior to thesi@p Date, an unaudited balance sheet of the Ail
Business as of December 31, 2011, (ii) on or prior todd 1, 2013, unaudited financial statements of the AirCarinBss for th
quarterly period ended December 31, 2012, including an uedud#lance sheet of the AirCard Business as of December 31
and (iii) as promptly as practicable following the end of eagliGgble quarterly period, unaudited financial statements oAittard
Business for any quarterly period ending after the date hbeeqfrior to the Closing Date. The financial statements reduinder (i
and (ii) above shall present fairly the results of operatémusfinancial condition of the AirCard Business for the mkyiand as of tt
dates covered thereby, shall be prepared in accordance with GAARdampla consistent basis, throughout the periods covere
(in the case of any income statements) shall be delivered in tleefeamat as the AirCard Business Financial Statements.

(d) Immediately following the Closing, Sellers shall deliver d@eleto each of the parties identified with a tr
asterisk on Section 5.13(aj the Sellers Disclosure Schedule, affirming that Sellersesonsible for any indemnification obligati
under the applicable Transferred Contract to the extent they rela&Qard Products sold or licensed prior to the Closisgy
requesting that such parties contact Sellers in respect ofralmtmification obligations. If, following the Closinguigers receive at
claim from such party that in whole, or in part, relatearicAirCard Product sold or licensed prior to the ClosBugyers promptl
shall request that such party contact Sellers in respect otkich
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(e) Sellers shall, and shall cause their Subsidiaries to, use rebsdrab efforts to complete, as promptly
practicable, the development of the AirVantage Management Servicdstadled in the ACMS Marketing Requirements Docut
delivered by Sellers to Buyers on January 27, 2013 (the " 8GMrketing Requirement$, at no cost to Buyers. Sellers and t
Subsidiaries shall charge Buyers, per the terms of the ACM8sTand Conditions, in form and substance substantiallyaime as tf
version thereof delivered by Sellers to Buyers on Januar®3 (the “ ACMS Terms and Conditiot)s for any technical integratic
support, as identified on the ACMS Terms and Conditifmsthe AirVantage Management Services development providedtiad
Closing by Sellers or any of their Subsidiaries to anydBwy any of its Subsidiaries, at such Bugegasonable request. If any BL
makes a reasonable request for Sellers or any of their Sulesidia develop and implement any new features and/or servicts
AirVantage Management Services not contemplated in the ACMSelliagkRequirements, Sellers agree to negotiate with Buy:
good faith, commercially reasonable terms and conditions, iimguglease schedule and applicable fees, for the developme
operation of such new features and services requested by Buyers.

()  The applicable Seller (or a Subsidiary thereof) and the appliBalyler (or a Subsidiary thereof) shall enter
a commercial agreement as promptly as practicable after the date heceshd#iruse their commercially reasonable efforts to
into such commercial agreement prior to the Closing) for Sepeovision to Buyers of the AirVantage Management Servicegrimn
and substance substantially the same as detailed in the ACMSetMgriRequirements, (i) on terms and conditions tha
substantially the same as those provided in the ACMS Terch€anditions, with such changes thereto as are necessary ¢otine
pricing, support offerings and service levels for the Aindge Management Services be no less favorable to Buyers ar
Subsidiaries than the pricing, support offerings and seleiegds for the AirVantage Management Services provided to otlsewroer
using substantially similar storage amounts and servicelseoAirVantage Management Services, and (ii) on such other terd
conditions that are substantially the same as those providbhd AirVantage Services Agreement, in form and substanceantibiy
the same as the version thereof delivered by Sellers to Buydanoary 27, 2013, with such changes thereto as are necessakk
such other terms and conditions for the AirVantage Managemevit&e(including the service offerings and availability) be ex:
favorable to Buyers and their Subsidiaries, taken as a whale,stich other terms and conditions for the AirVantage Manag
Services (including the service offerings and availability) joles to other customers using substantially similar stoaageunts an
services of the AirVantage Management Services.

() As promptly as practicable after the Closing, Canadian Selldt shnsfer to the applicable Buyer (a
Subsidiary thereof) the license, rights, covenant not to sdepavileges, provided under that certain patent license andrsett
agreement between Canadian Seller and the Person identified am $etf(qg)of the Sellers Disclosure Schedule, solely with re:
to the AirCard Products listed in Section 5.24(a){ithe Sellers Disclosure Schedule, and future, replacement ecelssar versiol
of or natural extensions of such products (the “ TransfeRights ”). The Transfer of Rights shall be “AS ISVithout an
representations or warranties by Canadian Seller and shall jeetsiabthe applicable terms and conditions provided in satén
license and settlement agreement. Canadian Seller acknowledges andhegreeder no circumstances shall Buyers or any of
Subsidiaries be under any obligation to pay any amounts whioh become due under Section 3.1 of such patent licen:
settlement agreement, if any.

8.13 Cooperation Regarding Intellectual Property Matteollowing the Closing, Buyers will have the right, mat the
obligation to prosecute, license, and enforce the Transferredfated Sellers will have the right, but not the obligatm prosecut:
license, and enforce all Retained Patents. However, (a) upoerdBugasonable request and at no charge to Buyers, Selle
reasonably cooperate with and
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assist Buyers in connection with (i) the prosecution, licensand enforcement of the Transferred Patents and defendingtagya
Patents asserted against Buyers with respect to the AirCardeBsisiand (ii) thirgharty licensing arrangements, including ma
reasonably available to Buyers, upon reasonable advance notice, gloyess retained by Sellers and their Subsidiaries, and (b
Sellers’reasonable request and at no charge to Sellers, Buyers wilhaéhsaooperate with and assist Sellers in connection w
the prosecution, licensing, and enforcement of the Retained Patehtdefending against any Patents asserted against Sell¢
respect to the AirCard Business and/or the Retained Businesgi)ahird-party licensing arrangements, including making reaso
available to Sellers, upon reasonable advance notice, any Tran&enmdyees.The obligations of Sellers, on the one hand,
Buyers, on the other hand, to reasonably cooperate with aisd e other under this Section 84r@ intended by the Parties tc
reasonably equal, including, specifically with respect to thebeurof employees and employee man-hours to be provided.

ARTICLE 9
EMPLOYEE MATTERS

9.1 Employment Offers

€)] Prior to the Closing, Buyers shall, or shall cause oneheir tSubsidiaries to, extend a written offel
employment or service to each Offered Employee (excluding femptirpose the Key Employees), in each case effective as
Closing, on the same or better terms as existed immediatelytprihe date hereof with respect to salary and on comparabk ie
the aggregate, with respect to bonus and employee benefits {fdinetong term equity incentives). Sellers shall have the ta
review each offer of employment or service made pursuantdadiction prior to it being sent to any Offered Employeeh®ffer o
employment or service shall provide for an employee or independetractor consideration period of one (1) week, excepkeicds
of any Offered Employee hired within one (1) week of thesily, in which case such offer shall provide for an employ:
independent contractor consideration period from the dateedadffer until the Closing. Notwithstanding the foreggiimgthe event tr
condition set forth in_Section 4.3(b)(Milas not been satisfied at the end of such onevétk period (or such shorter perioc
applicable), then Buyer shall extend the employee or independdrdaton consideration period for one or more onen@gk period
until such condition is satisfiegrovided howevethat Buyers shall not be obligated to extend the considenagidod past the Outsi
Date. If Buyers, on the one hand, or Sellers, on the othet, ne@sonably believe in good faith that an Offered Emplayteads t
leave the employ or service of Buyers or their Subsidiariegighafter Closing, then such party shall promptly notife other party «
such fact. For purposes of determining eligibility to p#ptite, vesting and entitlement to benefits where length ofcgeiwirelevar
under an employee benefit plan of Buyers or any of their 8ialigis (other than with respect to benefit accruals under aed
benefit pension plan) and to the extent expressly not denidsl applicable Law, Buyers shall provide that the Offered Enegt
who are employees immediately prior to the Closing shall receiméce credit under each employee benefit plan of Buyers or
their Subsidiaries (other than with respect to benefit accamaler a defined benefit plan) for their period of service Bithers pric
to the Closing and, with respect to Offered Employees wheramoyed by Canadian Seller immediately prior to the Closihgl
recognize the past services of each such Offered Employees farrgosgs of severance entitlement (including notice of termir
of employment required under Employment Standards Act (B.Effective as of the Closing, Buyers or one of their &libses sha
hire and engage each Offered Employee who accepts the offer ofyemeploor service extended to such Offered Employee pu
to this section. If an Offered Employee does not accept the offemployment or service extended by Buyers or any of
Subsidiaries pursuant to this Section 9.1(d#)en such Offered Employseemployment or service shall be terminated by Selle
their Subsidiaries, as applicable, unless Buyers otherwise agffective as of immediately prior to the Closing.
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Sellers shall provide all reasonable assistance to Buyers an&tisidiaries in connection with the offers of employmersieovice t
the Offered Employees contemplated by this section. ThdseedfEmployees who accept employment or service from Buyers
of their Subsidiaries pursuant to the offers of employmerservice made pursuant to this Section 9.4(a) commence employm
or service with Buyers or one of their Subsidiaries as@fitosing shall be referred to herein collectively dsdnsferred Employe
”. For the Offered Employees on approved leave of absence ag §etSaction 5.15(a)(iipf the Sellers Disclosure Schedule, Bu
shall make offers of employment effective upon the expiraticgheofeave of absence.

(b)  Except as required by applicable Law, from and after theirgjake Transferred Employees shall cea:s
participate in and/or accrue further rights or benefits undeEamloyee Benefit Plan.

9.2 Sellers Payment of Pi€losing Wages and Seller Benefit Plan Contributio8ellers, jointly and severally, shall pay
Wages earned or owing up to the Closing Date in respect Dfaalsferred Employees at or no later than thirty (30) dali@afing the
Closing Date. Without limiting the generality of the fooetg, Sellers, jointly and severally, shall pay or provideTtansferre
Employees all earned but untaken vacation pay and all commisbmmss and vested restricted stock units properly earnedthg
Closing Date. Sellers, jointly and severally, shall also phagoatributions to Employee Benefit Plans due or owindgauthe Closin
Date in respect of all Transferred Employees at or no latetthivan (30) days following the Closing Date.

9.3 280G Information Within ten (10) days after the date hereof, Sellers sbkéllat to Buyers a schedule setting fortt
the name of each Offered Employee that Sellers reasonably determitdisgualified individuals'within the meaning of Secti
280G of the Code, (ii) a determination of each disqualifigtividual’s “base amountWithin the meaning of Section 280G of
Code, and (iii) the amount of cash compensation and informegiated to the acceleration of any equity awards that will bequ
accelerated in connection with such disqualified individual’s iteation of employment with Sellers

9.4  Buyers 401(k) Plan. US Buyer shall ensure that the 401(k) plan sponsordtidsyone of its Affiliates in which tt
Transferred Employees who are employees will participate afteddlsen@ will accept a rollover contribution of each such Transé
Employee’s account balance from the 401(k) plan sponsorétSigeller or one of its Affiliates in accordance with US Buyeisue
procedures.

9.5 No Third Party Beneficiaries The Parties acknowledge and agree that all provisions setiridttiis _Article 9or any
other provision of this Agreement with respect to Offeraethibyees are included for the sole benefit of the respective®artd she
not create any right (a) in any other Person, including difgré€dl Employees, any participant in any Employee Benefit Piaamny
beneficiary thereof, (b) to continued employment, either ketorafter the Closing, with Sellers, Buyers or any of thespectiv
Subsidiaries, or (c) to be construed to modify, amend abkshh any benefit plan, program or arrangement or in anyaffagt the
ability of the Parties hereto or any other Person to modifignd or terminate any of its benefit plans, programs orgamaents.

ARTICLE 10
TAX MATTERS

10.1 Straddle Period For purposes of this Agreement, any Taxes relating to theifed Assets or the conduct or opere

of the AirCard Business (excluding, for the avoidance obtlcany income or gross receipts Tax) for a Tax Period tchtdas, bt
does not end on, the Closing (a “ Straddle P€tiaad
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such Taxes, " Straddle Period Taxgshall be apportioned between the applicable Seller, on the odedrahthe applicable Buy
on the other hand, based on the portion of the period eadibh$):59 p.m. on the Closing Date and the portion op#r®d beginnin
on the day after the Closing Date, respectively. The amounéxasTshall be allocated between portions of a Straddle Pertbe
following manner: (a) in the case of a Tax imposed in respegtoplerty and that applies ratably to a Straddle Period, thardri
Tax allocable to a portion of the Straddle Period shall beatas¢ amount of such Tax for the period in question mligdpby &
fraction, the numerator of which is the total number of daysich portion of such Straddle Period and the denomioftehich is th
total number of days in such Straddle Period, and (b)drcéise of sales, value-added and similar transaotised Taxes (other tt
Transfer Taxes allocated under Section J0sich Taxes shall be allocated to the portion of the S&r&titiod in which the releve
transaction occurred. The Party required by Law to pay anyStatidle Period Tax (the " Paying Pdftyshall prepare and the otl
Party shall cooperate in the preparation and filing of suchRedurn. Any Tax Return for Straddle Period Tax prepared éytyin
Party pursuant to this section shall be made available ttllee Party at least ten (10) Business Days before such TasmnRetlue t
be filed. The Paying Party shall file such Tax Return withim time period prescribed by Law and shall timely pay stcaddl¢
Period Tax. To the extent any such payment exceeds the obligatioa Paying Party hereunder, the Paying Party shall gdfak
other party (the “ NotPaying Party’) with notice of payment details, within ten (10) days of fqeicef such notice of payment,
Non-Paying Party shall reimburse the Paying Party for the NoyinB Party’s shares of such Straddle Period Taxes.

10.2 Transfer Taxes. All sales, use, transfer, valadded, goods and services, recording, ad valorem, pri
documentary, gains, gross receipts, registration, conveyanceg,dia@ase, stamp, duties or similar Taxes and fe@safisfer Taxe
") assessed in connection with the transfer of the Acquired $Apsesuant to this Agreement, and that is not recoversl, be
borne one half by the relevant Buyer and one half by the rel®edler. The Party responsible for filing shall prepare anyRetarn:
that must be filed in connection with such Transfer Taxessabwn expense. The Parties shall make reasonable best ef
cooperate to the extent necessary to obtain any such exemptieduation of Transfer Taxes incurred in connection with
Agreement and the transactions contemplated herein. Buyergahath Sellers or Sellers shall pay to Buyers, as applicahlieot
any such Transfer Taxes actually recovered by such Party.

10.3 Tax Elections If available, Canadian Buyer shall jointly execute with Caaradieller an election under subsection
(1) of Part IX of the Excise Tax Act (Canada) and any equiva&lection provided under provincial Laws, in the forms preedrifo
such purposes, such that the sale of the Acquired Assetbys@ldnadian Seller to Canadian Buyer will take place withounpatyo
any GST or HST. Canadian Buyer shall register for GST andikl&ccordance with the Excise Tax Act (Canada) and shall fiken
the prescribed filing period all forms supporting such @actvith the relevant Tax Authority, together with its TReturns for th
applicable reporting periods during which the sale of the Aeduissets contemplated herein occurs. If the election contempi
this Section 10.3s not available, Canadian Seller will charge GST, HST or retquanvincial sales tax as required to those Bt
purchasing Acquired Assets sold by Canadian Seller in resptet dfansactions undertaken by Canadian Seller and such Buyl
such Buyers will pay such amount to Canadian Seller at @lo§ianadian Seller shall provide each Buyer subject to GST, dt
relevant provincial sales tax with a valid Canadian tax invoéferb such Buyer is required to remit the respective tax to Gan
Seller.

10.4 Tax Characterization of Payments Under this Agreem8antlers and Buyers agree to treat all payments made e
or for the benefit of the other Party under this Agreemehe(ahan payment of the Purchase Price) as adjustments Rurttizas
Price for Tax purposes and that such treatment shall govepnfooses hereof to the extent permitted under applicable Tax Law
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10.5 Records Notwithstanding the provisions of Section 8r3Section 8.8 (a) after the Closing Date, Buyers, on the
hand, and Sellers, on the other hand, will make availablestottier, as reasonably requested, all information, recordscannt
relating to Liability for Taxes with respect to the AcquiressAts, the Assumed Liabilities, or the AirCard Businesalfqreriods pric
to the Closing Date (including Straddle Periods), and prvdserve such information, records or documents until theatixpi of an'
applicable statute of limitations or extensions thereof, apih(the event that any Party needs access to records ingbespimn of
second Party relating to any of the Acquired Assets, the Asg$unabilities or the AirCard Business for purposes of arneg Ta
Returns or complying with any Tax audit request, subpoerather investigative demand by any Tax Authority, or foy athe
legitimate Taxrelated purpose not injurious to the second Party, the sé&amgwill allow representatives of the other Party acce
such records during regular business hours at the secontsRéatye of business for the sole purpose of obtainingniaton for us
as aforesaid and will permit such other Party to make extractsognes thereof as may be necessary or convenient. The obligi
cooperate pursuant to this Section 1€h&ll terminate at the time the relevant applicable statute oétioris expires (giving effect
any extension thereof).

ARTICLE 11
PRE-CLOSING TERMINATION

11.1 PrecClosing Termination Subject to the terms of Section 11tRis Agreement may be terminated and the Transa
abandoned at any time prior to the Closing:

(@) by mutual written agreement of Buyer and Sellers;

(b) by either Buyers, on the one hand, or Sellers, on the btrat, if the Closing shall not have occurred ¢
before 11:59 p.m. (Pacific time) on the date which is 18@ flaljowing the date heregfrovided, howevethat the right to termina
this Agreement under this Section 11.1gball not be available to any Party whose action or failuaetthas been a principal cause
or resulted in, the failure of the Transactions to occurrdsefore such date and such action or failure to act constéuissach of th
Agreement;

(c) Dby either Buyers, on the one hand, or Sellers, on the loéimat, if:

0] a Governmental Authority shall have enacted, issued or proredigatLaw that has the effect
rendering the Transactions illegal; or

(i)  a Governmental Authority shall have issued an Order prafmpitie Transactions that has become
and nonappealable;

(d) by Buyers (provided that Buyers are not then in matergddir of this Agreement), if there has been a me
breach of any representation, warranty, covenant or agreemegitaré Set forth in this Agreement such that the conditengorth it
Section 4.3(b)(ipr (i) would not be satisfied at such time and such breasmbt been cured within twenty (20) Business Days
written notice thereof to Sellers; or

(e) by Sellers (provided that Sellers are not then in material biefaittis Agreement), if there has been a mal
breach of any representation, warranty, covenant or agreemeayer &t forth in this Agreement such that the conditionfosttin
Section 4.3(c)(ipr (ii) would not be satisfied at such time and such breacindtaseen cured within twenty (20) Business Days
written notice thereof to Buyers.
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11.2 Effect of PreClosing Termination In the event of the valid termination of this Agreemergidoordance with the teri
of this Section 11.2this Agreement shall thereupon and forthwith become voicdb&nd further force or effect whatsoever, and t
shall be no liability or obligation on the part of Buyegellers or their respective Affiliates or representatives imection herewitt
provided, howevethat no such termination shall relieve any Party from Lighisulting from or arising out of any intentional bre
of such Partys representations, warranties, covenants or agreements lsdtef@in or impair the right of any Party to compel spe
performance by the other Party of its obligations undexr Agreement; angrovided furtherthat the provisions oSection 8.
(Confidentiality),_Section 8.{Public Statements), this Section 1&rfd Article 13shall remain in full force and effect and survive
termination of this Agreement under the terms of Section.11.1

ARTICLE 12
POST-CLOSING INDEMNIFICATION

12.1 Survival of Representations and Warranties

(&) If the Transactions are consummated, the representations andtigarohBuyers set forth in this Agreemen
in any certificate delivered by or on behalf of Buyers purstatite terms of this Agreement shall terminate as of ther@los

(b) If the Transactions are consummated:

() the representations and warranties of Sellers set forthsil\freement or in the certificate deliverec
or on behalf of Sellers pursuant to Section 4.3(b)(other than (A) the Seller Fundamental Representations, (B)P
Representations, and (C) the Sufficiency Representation) sheives the Closing and remain in full force and effect |
11:59 p.m. (California time) on the first (1st) anniveysaf the Closing Date, at which time such representation:
warranties shall terminate;

(i)  the Seller Fundamental Representations shall survive the Clasthgemain in full force and efft
indefinitely;

(i)  the IP Representations and the right to obtain indemnificatimmpensation or reimbursement ul
this Article 12in respect of the Specified Matters shall survive the Closidgreamain in full force and effect until 11:59 p
(California time) on the third (3rd) anniversary of the<ihg Date; and

(iv) the Sufficiency Representation shall survive the Closing andineim full force and effect until 11:!
p.m. (California time) on the date which is eighteen (18t after the Closing Date; and

(v) the right to obtain indemnification, compensation or reiraborent under_Section 12.2(a)(shal
survive the Closing and remain in full force and effect uh#l earlier to occur of (A) the entry into a Specified Agreeinipy
US Buyer and (B) 11:59 p.m. (California time) on thetffist) anniversary of the Closing Date;

at which time such representations and warranties shall ternfihatperiods referred to in clauses (i), (ii), (iii), (afd (v)
the “ Survival Period); provided, howevethat in the event that any Buyer Indemnified Party shall dedivelaim Certificat
to Sellers setting forth a claim for indemnification, compeasatr reimbursement under this Article it?respect of a brea
of a representation or

-70 -




warranty of Sellers set forth in this Agreement, or irpees of the Specified Matters, or in the certificate deliveredrbygr
behalf of Sellers pursuant to Section 4.3(b)fikidr to the expiration of the applicable Survival Periognteuch representati
or warranty or right shall survive the expiration of #pplicable Survival Period and remain in full force and effealgatith
respect to such claim until the final resolution thereof.

12.2 Indemnification

(&) Subject to the limitations set forth in this Article 1f#fom and after the Closing, each of the Sellers, jointy
severally, shall indemnify and hold harmless Buyers and $haisidiaries and their respective directors, officers, emplopdigtes
and other persons who control or are controlled by Buyerangr of their Subsidiaries, and their respective agents &l
representatives (collectively, the_“ Buyer Indemnified Part)jedrom and against, and shall compensate and reimburse the
Indemnified Parties for, any and all Losses suffered or iaduny any of the Buyer Indemnified Parties or to which afrthe Buye
Indemnified Parties may otherwise directly or indirectly bee@ubject (regardless of whether or not such Losses relate thial
party claim) and which arise directly or indirectly from oma®sult of, or are directly or indirectly connected with:

() any Excluded Liabilities;

(i) any breach of or inaccuracy in any of the representations or weasranade by Sellers in tl
Agreement on and as of the date of this Agreement or on asfdtfaes Closing Date with the same force and effect as if
on and as of the Closing Date, or in the certificate deliverest by behalf of Sellers pursuant to Section 4.3(b)(iv)

(i) any non-fulfilment or breach of any covenant or other agreeofeé®ellers under this Agreement;

(iv)  any Closing MDF Liabilities in excess of Eight Million &l. Dollars (US $8,000,000) that have
previously been reflected in the Final Adjusted Cash Purchise@Rirsuant to Section 3,2

(v) any failure of US Buyer to enter into a Specified Agreementrgmior to the Closing; and

(vi) any Action relating to any matter of the type referred to insdaui), (ii), (iii), (iv) or (v) abov
(including any Action commenced by any Buyer Indemnified yPnt the purpose of enforcing any of its rights undés
Article 12).

(b)  Subject to the limitations set forth in this Article 1ffom and after the Closing, Buyers, jointly and seve)
shall indemnify and hold harmless Sellers and each of thbisidiaries and their respective directors, officers, employdékates
and other persons who control or are controlled by Sellerangrof their Subsidiaries, and their respective agents damel
representatives (collectively, the_" Seller Indemnified Paffjegrom and against, and shall compensate and reimburse the
Indemnified Parties for, any and all Losses suffered or iadusy any of the Seller Indemnified Parties or to which drthe Selle
Indemnified Parties may otherwise directly or indirectly bee@ubject (regardless of whether or not such Losses relate thial
party claim) and which arise directly or indirectly from oma®sult of, or are directly or indirectly connected with:

() any Assumed Liabilities;
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(i)  any non-fulfilment or breach of any covenant or other agreeofdilyers under this Agreement; and

(i) any Action relating to any matter of the type referred to insdaui) or (ii) above (including any Acti
commenced by any Seller Indemnified Party for the purpose ofaénd any of its rights under this Article }.2

(c) Exceptin the event of fraud, intentional misrepresentatianilul breach, from and after the Closing, the rig
of Buyers and Sellers to indemnification, compensation arlreisement under this Agreement shall be the exclusive resefith:
Parties with respect to any breach of, inaccuracy in or ndivhéfit of any representation, warranty, covenant or agreemetatirwex
in this Agreement. Notwithstanding the foregoing, thethtions set forth in this Section 12.2@&hall not apply to any actions
specifically enforce the covenants in this Agreement.

(d) Solely for purposes of determining the amount of Loss#sred by an Indemnified Person as a result of
breach of, inaccuracy in or failure of any representation, wigrraavenant or agreement given or made by Sellers that idiedali
limited in scope as to materiality (and, for clarification, fastany determination of whether a representation, warrantgnemt o
agreement has been breached or is inaccurate), such representatiantyyeovenant or agreement shall be deemed to be m
given without such qualification or limitation.

(e) The right to indemnification, compensation or reimbursemdhtot be affected by any investigation condut
with respect to, or any knowledge acquired (or that couldhould have been acquired) at any time, whether before or af
execution and delivery of this Agreement or the Closing Dveith,respect to the accuracy of, inaccuracy in of or compliance arity
representation, warranty, covenant or agreement or by the waigay @ondition. The waiver of any condition based on theracy
of any representation or warranty, or on the performance obrapliance with any covenant or agreement, will not affect gig t¢
indemnification, compensation or reimbursement based on aely epresentation, warranty, covenant or agreement. No
Indemnified Party shall be required to show reliance on apsesentation, warranty, covenant or other agreement in ordsuadt
Buyer Indemnified Party to be entitled to indemnificatiommpensation or reimbursement hereunder.

12.3 Limitations on Indemnification Except for claims arising out of fraud, intentional misespntation or willful breac
or for claims in respect of Assumed Liabilities or Exclutl@bilities (other than claims in respect of the Specified Mattehich ar
specifically addressed in this section):

(@) The Buyer Indemnified Parties shall not be entitled to recangr_osses under Section 12.2(a)ifiyespect ¢
any breach of or inaccuracy in any representations or warranties loyaB8ellers set forth in this Agreement or in the certif
delivered by or on behalf of Sellers pursuant to Sectio¥%i®) : (i) which, in respect of a breach of or inaccuracy in theiSeiffcy
Representation, are, individually, less than $10,000; @ndtlterwise until such time as the total amount of akdas (including tt
Losses described in clause (i) above) suffered or incurredybgramor more of the Buyer Indemnified Parties, or to whity one ¢
more of the Buyer Indemnified Parties has or have otherviigetlg or indirectly become subject, exceeds Five Hundred Tho
U.S. Dollars (US $500,000) (the “ Loss Threshdldin which case the Buyer Indemnified Parties shall be entidedédovery for a
such Losses (including the amount of the Loss Threshmidyided, howevethat the limitation contained in this Section 12.3(aal
not apply to any breach of or inaccuracy in any Seller Fundaihi®apresentation or any IP Representation.
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(b) The maximum aggregate amount of Losses that the Buyer InfiednBarties shall be entitled to recover:

0] under _Section 12.2(a)(iipgnd Section 12.2(a)(vi) in each case, in respect of all breaches
inaccuracies in all representations or warranties made by Seltdsth in this Agreement or in the certificate delivered t
on behalf of Sellers pursuant to_Section 4.3(b)(ther than the IP Representation and the Sufficiency Represa)
collectively shall be limited to the amount then availabldvenEscrow Fund;

(i)  under (A)_Section 12.2(a)(nd_Section 12.2(a)(vi)in each case, in respect of the Specified Mz
and (B) _Section 12.2(a)(iiand _Section 12.2(a)(vin each case, in respect of all breaches of or inaccuracies in
Representation, collectively (that is, Section 12.3(b)(iéfy Section_12.3(b)(ii)(B) shall be limited in the aggregate
Forty-One Million Four Hundred Thousand U.S. Dollar$($41,400,000);

(i) under _Section 12.2(a)(iiand _Section 12.2(a)(vi) in each case, in respect of all breaches !
inaccuracies in the Sufficiency Representation, collectively shéiliited in the aggregate to Sixtyine Million Dollars (U<
$69,000,000); and

(iv)  under_Section 12.2(a)(\@nd_Section 12.2(a)(vj)in each case, in respect of Losses describ&edtior
12.2(a)(v), collectively shall be limited in the aggregate to Four Millollars (US $4,000,000);

provided, howevethat the limitations contained in this Section 12.3(h)8kction 12.3(b)(ii) Section 12.3(b)(iilpand Sectior
12.3(b)(iv)shall not apply to any breach of or inaccuracy in any Selled®@uental Representation.

(c) The maximum aggregate amount of Losses (i) that the Buyemimified Parties shall be entitled to recc
under_Section 12.2(a)(i(subject to the maximum amounts specified_in_Section 12)3@ection 12.2(a)(iiiland Section 12.2(a)(v
(but in the case of Section 12.2(a)(sdlely in respect of any Action relating to any matter eftilpe referred to iBection 12.2(a)(i
or Section 12.2(a)(iii), collectively, shall be limited to the Final Adjusted C#&&lrchase Price and (ii) that the Seller Indemr
Parties shall be entitled to recover under Section 12.2(bj(d) Section 12.2(b)(iiifbut in the case of Section 12.2(b)(iEdlely ir
respect of any Action relating to any matter of the type refdoed Section 12.2(b)(ii), collectively, shall be limited to the Fil
Adjusted Cash Purchase Priggpvided, however, that the limitations contained in this Section 12.3¢@ll not apply to any non-
fulfillment or breach of any covenant or other agreement containgection 8.5and_Section 8.7

(d) So long as the amount available in the Escrow Fund exceeds thegatggamount of all claims -
indemnification, compensation or reimbursement that have &&sarted but not resolved, the Buyer Indemnified Partedbssrek t
recover amounts in respect of any claims for indemnificatiompensation or reimbursement under Section 12.2(a¥#xtion 12.2
(a)(iii) and_Section 12.2(a)(v{pbut in the case of Section 12.2(a)(sdlely in respect of any Action relating to any matter of ype
referred to in_Section 12.2(a)(iy Section 12.2(a)(iii) from the Escrow Fund prior to seeking to recover amoiantespect of suc
claims directly from Sellersprovided, howeverthat to the extent any amounts are released from the Escrowt&uad/ Buye
Indemnified Party with respect to claims for indemnificaticomnpensation or reimbursement that are not subject tontfitatibn se
forth in Section 12.3(b)(i) such recovered amounts shall not reduce the amount that yee [IBdemnified Parties may recover v
respect
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to claims for indemnification, compensation or reimbursertteattare subject to the limitation contained_ in Section 1XiB(b

(e) All Losses shall be net of any thighrty insurance proceeds which have been paid in connectiotheifact:
giving rise to the right of indemnification, which proceatiall be net of any related costs and expenses, includimgshef pursuin
any related insurance claimmovided, howevethat no Indemnified Party shall have any obligation toyei® recover any insurar
claim in connection with any Losses sustained by such InifiechiParty.

() For the avoidance of doubt, (i) in the event that a particulatter entitles a Buyer Indemnified Party
indemnification pursuant to more than one clause of Sedt#®®(a)or pursuant to any other Transaction Agreement, such
Indemnified Party shall be entitled to recover a particulaadaolf Losses associated with such matter only once undéekrtiite 12
and the Transaction Agreements, and (ii) in the event that imyt@rtmatter entitles a Seller Indemnified Party to indemnific
pursuant to more than one clause of Section 12d{(Ipursuant to any other Transaction Agreement, such Sefleminified Part
shall be entitled to recover a particular dollar of Losses agsdcivith such matter only once under this Articleathdd the Transactis
Agreements.

() The Buyer Indemnified Parties shall not be entitled to recangrLosses under_Section 12.2(a)ii)d Sectior
12.2(a)(vi)in each case in respect of any breach of or inaccuracy in the SuffidRapresentation unless and until the remedi
process next described is complied with and fully implementedcampleted. In the event of any breach of or inaccuracy
Sufficiency Representation, the Parties shall work togethergitpiend diligently in a cooperative and collaborative mannadtiyes
such breach or inaccuracy through the addition of, or moddit&b, the services provided by Sellers and their Subsdiander th
Transition Services Agreement, or by the transfer, for ndtiadel consideration, of an asset (or assets) or properfyr¢perties) b
Sellers and their Subsidiaries to Buyers or through suwér sheans as the Parties may agree. Any continuing failuretoiwa
cooperative and collaborative manner shall be referred to the Ekéfutive Officers of the Canadian Seller and US Buye
resolution. If resolution satisfactory to Buyers, acting@aably and in good faith, is not reached within fifteen) B&siness Days
the date Buyers first notify Sellers, in writing, oéthreach or inaccuracy in the Sufficiency Representation, onlyntagrBuyers ele
to pursue the indemnification remedies available in thicketi

12.4 Indemnification Claims

(@ If an Indemnified Party is of the opinion that it has aynhave a right to indemnification, compensatio
reimbursement under this Agreement (an “ Indemnification Clpisuch Indemnified Party shall so notify the IndemnifyingtyPar ¢
written notice (a “_Claim Certificat®), prior to the expiration of the applicable Survival Periodagplicable): (i) stating that su
Indemnified Party has directly or indirectly suffered arumed any Losses, or reasonably anticipates that it will directindirectly
suffer or incur any Losses, for which it is entitled tdeémnification, compensation or reimbursement under this Agreertii) a brie
description in reasonable detail (to the extent available to swleminified Party) of the facts, circumstances or events giigegta
each item of Losses based on such Indemnified Bagtyod faith belief thereof; and (iii) the basis for inddioation, compensation
reimbursement under this Agreement to which such item oflsdsgelated.

(b) In the event that the Indemnifying Party shall seek to comt®stmatter set forth in a Claim Certificate,
Indemnifying Party shall so notify the Indemnified Partyiriting within thirty (30) days after receipt of suchah Certificate, whic
notice shall set forth a brief description in reasonable

-74 -




detail of the Indemnifying Party’basis for objecting to such matter. In the event that tteninifying Party shall fail to object to ¢
matter set forth in a Claim Certificate within the foregothigty (30)-day period, the Indemnifying Party shall be deemed to
irrevocably agreed and consented to indemnify, compensate ancdureénthe Indemnified Party in respect of such items of
pursuant to the terms of this Agreement.

12.5 Third Party Claims In the event any claim, demand, complaint or Action isitited by a third party against
Indemnified Party which involves or appears reasonably likeeipvolve an Indemnification Claim hereunder (@tird Party Clain
"), the Indemnified Party shall, promptly after receipt of e@tdf any such Third Party Claim, notify the Indemnifyirayt? of the
commencement theregdrovided, howevethat the failure to so notify the Indemnifying Party af tommencement of any such Tl
Party Claim will relieve the Indemnifying Party from liahjlin connection therewith only if and to the extent thath failure caus:
damages, for which the Indemnified Party is obligated, whielgezater than the damagesuld have been had the Indemnified P
given the Indemnifying Party prompt notice hereunder. Uigaeipt of such notice, the Indemnifying Party shall haveitig, in its
sole discretion, to control the defense or settlement of shaid Party Claim by appointing a recognized and reputable el
acceptable to the Indemnified Party to be the lead counsel irectiom with such defens@rovidedthat prior to the Indemnifyir
Party assuming control of such defense it shall first yedfthe Indemnified Party in writing that the IndemnifyiRarty shall k
responsible for all liabilities and obligations relatingsth Third Party Claim up to the limitations set fortlsgction 12.2nd subjec
to such limitations. Notwithstanding the foregoing psisis of this Section 12:5

(@) the Indemnified Party shall be entitled to participate in therdsf of such Third Party Claim and to em
counsel of its choice for such purpopegvidedthat the fees and expenses of such separate counsel shall beybitraéndemnifie
Party (other than any reasonable fees and expenses of such separse¢é tbat are incurred prior to the date the Indemnifyinty
effectively assumes control of such defense which, notwithstgride foregoing, shall be borne by the Indemnifying Partg, excej
that the Indemnifying Party shall pay all of the reasonad®e find expenses of such separate counsel if the Indemnifietidabiye
advised by counsel that a reasonable likelihood exists of #ataoffinterest between the Indemnifying Party and the Indéed
Party);

(b) notwithstanding anything to the contrary set forth_in ®acfi2.5(c), the Indemnifying Party shall control -
defense or settlement of any Third Party Claim by appoirdmsel reasonably acceptable to the Indemnified Party to be ti
counsel in connection with such defense (i) to the extent Ehicll Party Claim is described in Section 2.4(@n)(ii) if such Thirc
Party Claim is listed on Section 2.4f)the Sellers Disclosure Schedule;

(c) except as provided in Section 12.5(the Indemnifying Party shall not be entitled to assumm@rabof the
defense of any Third Party Claim (unless otherwise agreedadting by the Indemnified Party) and shall pay the readerfales an
expenses of counsel retained by the Indemnified Party ihi€itliaim for indemnification, compensation or reimbursemnaates to ¢
arises in connection with any criminal or quasi criminal proicggdction, indictment, allegation or investigation; (fi¢ ttndemnifie:
Party reasonably believes an adverse determination with respdw fbhird Party Claim would be detrimental to or injure
Indemnified Partys reputation, business, operations or future businespguts in a material respect; (iii) the claim seeks an injut
or equitable relief against the Indemnified Party, or is anoAcliefore the United States International Trade Commissionth@
amount of Losses reasonably estimated to be incurred pursusunttt Third Party Claim (when combined with all othestautding
claims for indemnification, compensation or reimbursementaydamount previously paid by the Indemnifying Party thalies
toward the applicable cap under Section i#.any) would exceed the applicable cap contemplated by Secti8r(ifLany)); (v) the
claim relates to a breach or alleged breach
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of or inaccuracy or alleged inaccuracy_in Section(bile) or Section 5.12Intellectual Property); (vi) the claim is made by a custt
of the AirCard Business; (vii) the claim is in respect @peecified Matter; or (viii) the claim is in respect of the e@ttdescribed
Section 12.2(a)(v) provided thathe Indemnifying Party shall be entitled to participate irt ¢mt control) the defense of such Ti
Party Claim (and any and all settlement discussions relateacto Third Party Claim) and to employ, at its sole expenserai
counsel of its choice to advise the Indemnifying Party fohqwurpose;

(d) if the Indemnifying Party shall control the defense of anirdlParty Claim, the Indemnifying Party may
settle or otherwise resolve such claim or cease to defend suchwithiout the prior written consent of the Indemnified Pdwthich
consent shall not be unreasonably withheld, conditionedelaryeld) unless (i) prior to the Indemnifying Party enteiimg sucl
settlement or ceasing to defend such claim, the Indemnifyingy Riest verifies to the Indemnified Party in writing théte
Indemnifying Party shall be responsible for all liabilitezsd obligations relating to such Third Party Claim, (iigs settlement
cessation involves, with respect to the Indemnified Partly, the payment of a lump sum amount of money and the Inifgnmg
Party pays such lump sum amount of money when due, ansu@ih settlement expressly and unconditionally releases the nifiba
Party from all Liabilities with respect to such claim, wittejudice; and

(e) inthe event the Indemnified Party controls the defense of himgl Party Claim, it shall request the prior wril
consent of the Indemnifying Party before entering into artlesstnt of such claim or ceasing to defend such claioyided, that th
Indemnified Party shall be entitled to settle or cease to deferidcdaim without the prior written consent of the Indewini Party
and the failure of the Indemnifying Party to provide suciorpwritten consent shall not impair or otherwise limit aofy the
Indemnified Partys rights to indemnification, compensation and reimbursemenetuhder. If the Indemnified Party settles any 1
Party Claim without the prior written consent of the Indéyimg Party, then neither the decision to settle nor #tdesnent amou
shall be conclusive evidence of, or give rise to any presumpfithe commercial reasonableness of, the terms of the settlerntbe
commercial reasonableness of the amount of indemnifiable Lodséiag thereto, and any claim for indemnification, reimbuess
or compensation brought by the Indemnified Party agaiesiniiemnifying Party under this Article ¥@th respect to the settlemen
such Third Party Claim will be subject to the dispute tgfmh procedures set forth in Section 13.11

12.6 Tax Treatment All indemnity payments made pursuant to this Agreemerit bhatreated for all Tax purposes
adjustments to the Adjusted Cash Purchase Price, unless stheegilired by applicable Law.

12.7 Mitigation . Each of the Parties acknowledges that under applicable princfgteenmon law in the State of Delaw:
a party may have a duty to mitigate damages and losses arisiofgeoreach of contract under certain circumstances. This Agr¢
is not intended to, and does not, expand upon, or exteartyimanner, any such duty or other similar obligation.

ARTICLE 13
MISCELLANEOUS

13.1 Notices. All notices, requests, demands and other communicationsnigiereshall be in writing and shall be deeme
have been given: (a) when delivered personally, (b) the next@&ssDay, if sent by a nationallgeognized overnight delivery serv
(unless the records of the delivery service indicate otherwise}hree (3) Business Days after deposit in the United Sadels
certified and with proper postage prepaid, addressed as folbo\id); upon delivery if sent by facsimile during a Bigsis
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Day (or on the next Business Day if sent by electronic md#asimile after the close of normal business hours or om#unsines
Day):

() if to Buyers, to:

NETGEAR, Inc.

350 E. Plumeria Dr.

San Jose, CA 95134
Attention: General Counsel
Facsimile: (408) 907-8000

with a copy (which shall not constitute notice) to:

Wilson Sonsini Goodrich & Rosati
Professional Corporation

One Market Plaza, Spear Tower

San Francisco, California 94105

Attention: Michael Ringler and Denny Kwon
Facsimile: (415) 947-2099

(i) if to Sellers, to:

Sierra Wireless, Inc.

13811 Wireless Way

Richmond, British Columbia V6V 3A4
Attention: President and CEO
Facsimile: (604) 231-1103

with a copy (which shall not constitute notice) to:

Blake, Cassels & Graydon LLP

Suite 2600, Three Bentall Centre

595 Burrard Street

P.O. Box 49314

Vancouver, British Columbia V7X 1L3
Attention: Jocelyn M. Kelley
Facsimile: (604) 631-3309

Any party or other recipient may from time to time changedstact information for purposes of this Agreement byng
notice of such change as provided herein.

13.2 Amendments and WaiversSubject to applicable Law, any provision of this Agreemeay be amended or waived
but only if, such amendment or waiver is in writing andigged, in the case of an amendment, by each of the Partiestta case
a waiver, by the Party against whom the waiver is to be effedlivecourse of dealing and no failure or delay on the paahgpfPart
hereto in exercising any right, power or remedy conferred isyAtireement shall operate as a waiver thereof or otherwise e
such partys rights, powers and remedies. The failure of any of #réeB to this Agreement to require the performance of a te
obligation under this Agreement or the waiver by anyhef Parties to this Agreement of any breach hereunder shallrewan
subsequent enforcement of such term or obligation
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or be deemed a waiver of any subsequent breach hereunder. Noosipgirtial exercise of any right, power or remedy conferr
this Agreement shall preclude any other or further exercise ther¢toé exercise of any other right, power or remedy.

13.3 Successors and Assignall covenants and agreements and other provisions seftrfdhls Agreement and made by
on behalf of either Party shall bind and inure to the ben&the successors, heirs and permitted assigns of such \phether or nc
so expressed. Neither Party may assign or transfer anyrajtits or obligations under this Agreement without theseat in writing
of the other Party, except that, without the consent of ther d?arty: (a) Buyers may assign their rights and obtigathereund
(including their right to purchase the Acquired Assetsyyliole or in part, to any Affiliate, (b) either Party mayigsgheir rights an
obligations pursuant to this Agreement, in whole ordrt,to an entity that succeeds to all or substantially ah@fbusiness of su
Party (whether by sale of stock, sale of assets, merger, adizgibn, business combination or otherwise) and (c) eithey Raay
assign any or all of its rights pursuant to this Agredmand each of the other agreements and instruments contempaddy
including its rights to indemnification, compensatiorr@imbursement, to any of its lenders as collateral security.

13.4  Severability. In the event that any one or more of the provisionshisf Agreement is held invalid, illegal
unenforceable in any respect for any reason in any jurisdi¢tiervalidity, legality and enforceability of any such provisio even
other respect and of the remaining provisions hereof shalba in any way impaired or affected (so long as the econanméga
substance of the Transactions is not affected in any manner nhatediatrse to any party), it being intended that each Pariigs
and privileges shall be enforceable to the fullest extent pednity applicable Law, and any such invalidity, illegality
unenforceability in any jurisdiction shall not invalidaterender unenforceable such provision in any other jurisdi¢doriong as tt
economic or legal substance of the Transactions is not affecéey imanner materially adverse to any party).

13.5 Expenses Except as otherwise provided herein, each of Sellers, omthband, and Buyers, on the other hand,
pay all of their own respective fees, costs and expenses (imglfigles, costs and expenses of legal counsel, investment b
brokers and other representatives and consultants) incurredriaatimn with the negotiation of this Agreement, the perémce of it
obligations hereunder and thereunder and the consummatidre dfransactions. Losses suffered by a Party for a breachs
Agreement shall in no way be limited by the amounts desciibtkds_Section 13.5

13.6 Specific PerformanceThe Parties agree that irreparable damage would occur in thetleateany of the provisions
this Agreement were not performed in accordance with their speaifits or were otherwise breached. It is accordingly agreed &
Parties shall be entitled to an injunction or injunctiomghiput proof of damages) to prevent actual or threatened breathleis
Agreement and to enforce specifically the terms and provisiereof, this being in addition to any other remedy to wihdy ar
entitled at law or in equity and the Parties hereby agree toevaaiy requirements for posting a bond in connection withsat
action.

13.7 Other RemediesExcept to the extent set forth otherwise herein, any amdméidies herein expressly conferred t
a party will be deemed cumulative with and not exclusive of dmgr@aemedy conferred hereby, or by law or equity upon sudij,
and the exercise by a Party of any one remedy will not predhedexercise of any other remedy.
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13.8 No Third Party BeneficiariesExcept as specifically set forth or referred to herein, ngtharein expressed or impl
is intended or shall be construed to confer upon or givany Person any rights or remedies under or by reastisohgreement (
any other certificate, document, instrument or agreement executazhinection herewith nor be relied upon other than theek
hereto and their permitted successors or assigns. The repliessnaaid warranties in this Agreement are the product of ia¢igat
among the Parties and are for the sole benefit of the Partiascordance with and subject to the terms and conditions ¢
Agreement, and are not necessarily intended as characterization offactsi@r circumstances as of the date of this Agreemen
of any earlier date.

13.9 Entire Agreement This Agreement, including the Sellers Disclosure Scheduid éll schedules thereto) and
Schedules to this Agreement, and all other agreements refeileceio is complete, and all promises, representations, usaidirsgs
warranties and agreements with reference to the subject matter laacbafl inducements to the making of this Agreement relied
by all the Parties hereto, have been expressed herein or in alleis Bisclosure Schedule, Schedules or such other agreeme
this Agreement, including such Sellers Disclosure Scheduledtds and such other agreements supersedes any prior undegs
agreements or representations by or among the Parties, vartteal, to the extent that they related in any way to thgesuinatte
hereof.

13.10 Governing Law. This Agreement, including the validity hereof and the dgiritd obligations of the Parties hereur
shall be construed in accordance with and governed by the Lathe @tate of Delaware applicable to contracts made and
performed entirely in such state without giving effect todbieflicts of Laws principles thereof.

13.11 Dispute Resolution

(@ As used in this Agreement, " Disputeshall mean any dispute or disagreement between Buyers and
concerning the interpretation of this Agreement, the validitthis Agreement, any breach or alleged breach by any Pargr timic
Agreement, any claim for indemnification, compensation or reisgment under Article 1& any other matter relating in any wa
this Agreementprovided, howevetthat “Dispute” shall not include any dispute which is subjedhe procedures set forth Sectior
3.20r in which a Party seeks equitable relief (including pursteaStction 13.6.

(b) If a Dispute arises, the parties to the Dispute shall foll@yprocedures set forth in this Section 13.11

(c) The Parties shall promptly attempt in good faith to res@y Dispute by negotiations between Buyers
Sellers. Buyers and Sellers shall meet at a mutually acceptablartdnglace within twenty (20) calendar days after delivery of
notice, and thereafter as often as they reasonably deem necessahatmgexelevant information and to attempt to resolve the @
in good faith.

(d) If a Dispute is not resolved by negotiation pursuant toi@ed3.11(c), the Parties agree that such Dispute
any other claims arising out of or relating to this Agreengetiter than any dispute which is subject to the procedurdersietin
Section 3.20r in which a Party seeks equitable relief (including purstBection 13.6) shall be heard, adjudicated and deterrr
exclusively and only by final and binding arbitration conddcby JAMS in Los Angeles, California, in accordance withJ#S
rules and procedures. The Parties further understand and agriéstidareement evidences a transaction involving commerce '
the understanding of 9 U.S.C. Section 2, and that thieément shall therefore be governed by the Federal ArbitratigrdA&iS.C
Sections 1, et seq.
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(e) Notwithstanding any statute or rule governing limitatiofisctions, any arbitration relating to or arising f
any Dispute shall be commenced by service of an arbitration demand

(H To commence an arbitration pursuant to this Agreement, a Pettyssrve a written arbitration demand (the “

Demand’) on the other Party in accordance with this Agreement and aarie time submit a copy of the Demand to JAMS, tog
with a check payable to JAMS in the amount of that entity&tcurrent arbitration filing fegrovidedthat in no event shall t
claimant be required to pay an arbitration filing fee exceediagtim then required to file a civil action in the United StBistrict
Court for Central District of California. The claimant shatthich a copy of this Agreement to the Demand, which shaltlelswibe th
Dispute in sufficient detail to advise the respondent of #iara of the Dispute, state the date on which the Disputeafse, list th
names and addresses of every Person whom the claimant beliegesr dnay have information relating to the Dispute, and die
relief requested by the claimant, including a monetary amduthie iclaimant seeks a monetary award of any kind. Withitytf®0)
days after receiving the Demand, the respondent shall mai toalmant a written response to the Demand (the “ Resgnnaec
submit a copy of the Response to JAMS, together with a cohetked difference, if any, between the filing fee paid by theraat an
JAMS’ theneurrent arbitration filing fee. The Response shall describe thgui2 in sufficient detail to fairly inform the claiman
the responderd’ position in the matter, list the names and addresses of Rgsson whom the respondent believes does or ma
information relating to the Dispute, and, if the responti@stasserted a counterclaim, state with particularity the retigested by tt
respondent, including a specific monetary amount, if the relgmdseeks a monetary award of any kind.

() Promptly after service of the Response, the Parties shall dordend faith to attempt to agree upon a suit
arbitrator. If the Parties are unable to agree upon an arbitlAtel$S shall select the arbitrator, based, if possible, oortier expertis
with respect to the subject matter of the Dispute.

(h)  Notwithstanding the choice-d&w principles of any jurisdiction, the arbitrator shall lbheund by and shi
resolve all Disputes in accordance with the substantive laleoState of Delaware, federal law as enunciated by the federal
situated in the District of Delaware, and all federal rules rejattb the admissibility of evidence, including, withouhitation, al
relevant privileges and the attorney work product doctrine.

0] Before the arbitration hearing, each Party shall be entitled o da#tiscovery deposition of up to three
representatives of the opposing Party who has knowledipe ofiatters in Dispute. In addition, upon the applicatica Barty showin
good cause for the taking of a deposition intended to pressidence for introduction at trial, the arbitrator shall estieh orders i
may be necessary to permit the preservation of such Persensonf) and such deposition(s) shall not count witrerggp any limi
imposed by agreement or otherwise on the number of discaegnysitions allowed to be taken in connection with the athitr
Further, upon the written request of either Party, the dfaty shall promptly produce documents relevant to theubeso
reasonably likely to lead to the discovery of admissible evideRoe.manner, timing and extent of any further discovery i
committed to the arbitrata’sound discretion, provided that under no circumstancektsbhahrbitrator allow more depositions
interrogatories than permitted by the presumptive limitateetsforth in F.R.Civ.P. 30(a)(2)(A) and 22(a). The aabitr shall lev
appropriate sanctions, including an award of reasonable attbrie®gs against any party that fails to cooperate in good fa
discovery permitted by this Section 13.1h()ordered by the arbitrator.

()  Within thirty (30) days after the arbitration hearing isseld, the arbitrator shall issue a written award st
forth his or her decision and the reasons thereof. If a Pegtsails on a statutory
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claim that affords the prevailing Party the right to recattrneys’fees and/or costs, then the arbitrator shall award to the thai
substantially prevails in the arbitration its costs and esggrincluding reasonable attorneys’ fees. The arbitsad@rard shall be fin:
nonappealable and binding upon the Parties, subject orig forovisions of 9 U.S.C. Section 10, and may be enteraduatgment i
any court of competent jurisdiction. The arbitrator shallehauthority to award any remedy or relief that a court of tiaeS
California could order or grant, including specific perforegmf any obligation created under this Agreement, the issudrex
injunction, or the imposition of sanctions for abuse rostfation of the arbitration process. The arbitrator shadrdweasonab
attorneys’ fees, costs, and expert witness fees to the previditg

13.12 Consent to JurisdictionSubject to Section 13.3Jand without limiting the other provisions of this Sewst13.12, the
Parties hereto agree that any legal proceeding by or against any&ato or with respect to or arising out of this Agreetshall b
brought in the Chancery Court of the State of Delaware locatbihwiew Castle County. Subject to Section 13.b¢§ execution ar
delivery of this Agreement, each Party hereto irrevocably andndlitionally submits to the exclusive jurisdiction o€kwcourts solel
for the purposes of disputes arising under this Agreemmathtnot as a general submission to such jurisdictionitbrrespect to ar
other dispute, matter or claim whatsoever. The Parties herewodably consent to the service of process out of any «
aforementioned courts in any such action or proceeding by themryebf copies thereof by overnight courier to the addressiot
party to which notices are deliverable hereunder. Any such servipmaess shall be effective upon delivery. Nothing hereinl
affect the right to serve process in any other manner perrbijtegplicable Law. The Parties hereto hereby waive any rigitayoo
dismiss any action or proceeding under or in connectionthighAgreement brought before the foregoing courts on thie bh&) an
claim that it is not personally subject to the jurisdictafrthe abovaramed courts for any reason, or that it or any of its ptpps
immune from the abovdescribed legal process, (b) that such action or proceedingughtrin an inconvenient forum, that venue
the action or proceeding is improper or that this Agreemeayt not be enforced in or by such courts, or (c) any otbfnde th:
would hinder or delay the levy, execution or collection of ampount to which any Party hereto is entitled pursuant tofiaaj
judgment of any court having jurisdictic

13.13 WAIVER OF JURY TRIAL . EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WXES ALL
RIGHT TO TRIAL BY JURY AND ANY ACTION, PROCEEDING ® COUNTERCLAIM (WHETHER BASED ON CONTRAC
TORT, OR OTHERWISE) ARISING OUT OF OR RELATING TOHTS AGREEMENT OR THE ACTIONS OF ANY PART
HERETO IN NEGOTIATION, ADMINISTRATION, PERFORMANCEOR ENFORCEMENT HEREOF.

13.14  Counterparts. This Agreement and any signed agreement or instrument entdpedni connection with th
Agreement, and any amendments hereto or thereto, may be exedwedinmore counterparts and by the different Parties hen
separate counterparts, each of which when so executed and delhatdik san original, but all of which together shall contsitone
and the same instrument. Any such counterpart, to the ext@rgrddl by means of a fax machine or by .pdf, .tif, .giegjpr simila
attachment to electronic mail (any such delivery, an “ Electronitv&egl”) shall be treated in all manner and respects as an o
executed counterpart and shall be considered to have the same bagdiheffect as if it were the original signed version thi
delivered in person. No Party hereto shall raise the use ofrété Delivery to deliver a signature or the fact that agpature c
agreement or

-81-




instrument was transmitted or communicated through the uBéeofronic Delivery as a defense to the formation of a contrad
each such party forever waives any such defense, except to thetlextanich defense relates to lack of authenticity.

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, the Parties have duly executed this Agrateta be effective as of the date first above written.

NETGEAR, INC.

By: /s/ Patrick C. S. Lo
Name: Patrick C. S. Lo

Title: Chairman, CEO

[Signature Page to Asset Purchase Agreement]




IN WITNESS WHEREOF, the Parties have duly executed this Agrateta be effective as of the date first above written.

NETGEAR HOLDINGS LIMITED

By: /s/ Christopher Page
Name: Christopher Page

Title: Director

[Signature Page to Asset Purchase Agreement]




IN WITNESS WHEREOF, the Parties have duly executed this Agrateta be effective as of the date first above written.

NETGEAR INTERNATIONAL LIMITED

By: /s/ Patrick C. S. Lo
Name: Patrick C. S. Lo

Title: Director

[Signature Page to Asset Purchase Agreement]




IN WITNESS WHEREOF, the Parties have duly executed this Agrateta be effective as of the date first above written.

NETGEAR CANADA LIMITED

By: /s/ Andrew Kim
Name: Andrew Kim

Title: Director

[Signature Page to Asset Purchase Agreement]




IN WITNESS WHEREOF, the Parties have duly executed this Agrateta be effective as of the date first above written.

NETGEAR AUSTRALIA PTY LTD

By: /s/ Patrick C. S. Lo
Name: Patrick C. S. Lo

Title: Director

[Signature Page to Asset Purchase Agreement]




IN WITNESS WHEREOF, the Parties have duly executed this Agrateta be effective as of the date first above written.

SIERRA WIRELESS, INC.

By: /s/ Jason W. Cohenour
Name: Jason W. Cohenour
Title: CEO

SIERRA WIRELESS AMERICA, INC.

By: /s/Jason W. Cohenour

Name: Jason W. Cohenour

Title: CEO

SIERRA WIRELESS (AUSTRALIA) PTY LTD
By: /s/ David McLennan

Name: David McLennan
Title: Director

[Signature Page to Asset Purchase Agreement]



Subsidiaries and Affiliates of the Registrant

NETGEAR, INC.

NETGEAR INTERNATIONAL, INC.
SKIPJAM CORP

Avaak, Inc,

INFRANT TECHNOLOGIES LLC
Netgear Canada Ltd.

NETGEAR HOLDINGS LTD
NETGEAR INTERNATIONAL LTD
Netgear Asia Holding Ltd

NETGEAR ASIA PTE. LIMITED
Netgear Australia Pty Ltd.
NETGEAR AUSTRIA GMBH
Netgear (Beijing) Network Technology Co., Ltd
NETGEAR Belgium BVBA
NETGEAR Cyprus Ltd.

NETGEAR CZECH REPUBLIC SRO
Netgear Denmark ApS

NETGEAR DEUTSCHLAND GMBH
NETGEAR DO BRASIL PRODUTOS ELECTRONICS LTDA
NETGEAR FRANCE SAS
NETGEAR HONG KONG LIMITED
NETGEAR ltaly Srl

NETGEAR JAPAN GK

Netgear Luxembourg SARL
NETGEAR MEXICO S. DE R.L.
NETGEAR NETHERLANDS B.V.
NETGEAR NEW ZEALAND
NETGEAR POLAND SP ZzOO
Netgear Research India Pvt. Ltd.
NETGEAR SWITZERLAND GMBH
NETGEAR TAIWAN CO LTD
NETGEAR TECHNOLOGIES PRIVATE LIMITED
NETGEAR U.K. LTD

Exhibit 21.1



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referéndhe Registration Statements on Form S-8 (N88-107718, 333-136892, 333-136895, 333-
151638, 333-160869, 333-168349 and 333-181892)EFGEAR, Inc. of our report dated February 26, 2@dlating to the financial statemer
financial statement schedule and the effectivenksgernal control over financial reporting, whiappears in this Form 10-K.

/sl PricewaterhouseCoopers LLP
San Jose, California
February 26, 2013



EXHIBIT 31.1
CHIEF EXECUTIVE OFFICER CERTIFICATION
I, Patrick C.S. Lo, certify that:
1. I have reviewed this annual report on Form 16fiKIETGEAR, Inc. (the “Registrant’

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circunt&ts. under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this refpcdfairly present in all materi
respects the financial condition, results of operstand cash flows of the Registrant as of, andlfie periods presented in this report;

4. The Registrant's other certifying officer(s) andre responsible for establishing and maintainiregldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the Registrant andenav

a. Designed such disclosure controls and proceduregaonsed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatheg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepared

b. Designed such internal control over financial réipgr, or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principles;

c. Evaluated the effectiveness of the Registrantdalisre controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

d. Disclosed in this report any change in the Regis$santernal control over financial reporting tloaturred during the Registrant's n
recent fiscal quarter (the Registrant's fourthdisquarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the Registrant's imtal control over financial reporting; and

5. The Registrant's other certifying officer(s) antidve disclosed, based on our most recent evaluafionternal control over financi
reporting, to the Registrant's auditors and thataummmittee of the Registrant's board of direct@spersons performing the equiva
functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refimaincial information; and

b. Any fraud, whether or not material, that involvesimagement or other employees who have a significdatin the Registran
internal control over financial reporting.

Date: February 26, 2013
/sl PATRICK C.S. LO

Patrick C.S. Lo
Chairman and

Chief Executive Officer
NETGEAR, Inc.



EXHIBIT 31.2
CHIEF FINANCIAL OFFICER CERTIFICATION
I, Christine M. Gorjanc, certify that:
1. I have reviewed this annual report on Form 16fKIETGEAR, Inc. (the “Registrant’

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circunt&ts. under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this refpcdfairly present in all materi
respects the financial condition, results of operstand cash flows of the Registrant as of, andlfie periods presented in this report;

4. The Registrant's other certifying officer(s) andre responsible for establishing and maintainiregldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the Registrant andenav

a. Designed such disclosure controls and proceduregaonsed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatheg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepared

b. Designed such internal control over financial réipgr, or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principles;

c. Evaluated the effectiveness of the Registrantdalisre controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

d. Disclosed in this report any change in the Regis$santernal control over financial reporting tloaturred during the Registrant's n
recent fiscal quarter (the Registrant's fourthdisquarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the Registrant's imtal control over financial reporting; and

5. The Registrant's other certifying officer(s) antlave disclosed, based on our most recent evatuaf internal control over financ
reporting, to the Registrant's auditors and thataummmittee of the Registrant's board of direct@spersons performing the equiva
functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refimaincial information; and

b. Any fraud, whether or not material, that involvesmagement or other employees who have a significdetin the Registran
internal control over financial reporting.

Date: February 26, 2013
By: /s/ CHRISTINE M. GORJANC
Christine M. Gorjanc
Chief Financial Officer
NETGEAR, Inc.




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEYACT OF 2002

In connection with the Annual Report of NETGEARg.Iifthe “Company”) on Form 10-K for the year end®tember 31, 2012as filed witt
the Securities and Exchange Commission on the lieteof (the “Report”)], Patrick C.S. Lo, Chairman and Chief Executivei@f of the
Company, certify, pursuant to 18 U.S.C. Section013% adopted pursuant to Section 906 of the Sesk@mxley Act of 2002 (“Section 906"), that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities Exgi®Act of 1934, as amended ; and

(2) The information contained in the Report faiplkesents, in all material respects, the finanaaldition and results of operations of
Company.

Date: February 26, 2013

By: /s/ PATRICK C.S. LO
Patrick C.S. Lo
Chairman and

Chief Executive Officer
NETGEAR, Inc.

This certification accompanies the Form KGe which it relates, is not deemed filed with Sexurities and Exchange Commission and is no¢
incorporated by reference into any filing of thengmany under the Securities Act of 1933, as ameratettie Securities Exchange Act of 193¢
amended (whether made before or after the datei®Form 10-K), irrespective of any general incagtoon language contained in such filing.



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEYACT OF 2002

In connection with the Annual Report of NETGEARg.Iifthe “Company”) on Form 10-K for the year end®tember 31, 2012as filed witt
the Securities and Exchange Commission on thetaatof (the “Report”)l, Christine M. Gorjanc, Chief Financial Officer tife Company, certif
pursuant to 18 U.S.C. Section 1350, as adoptedigntso Section 906 of the Sarbanes-Oxley Act 6220Section 906"), that:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange At284, as amended; and

(2) The information contained in the Reportlfapresents, in all material respects, the finahciondition and results of operations of
Company.

Date: February 26, 2013

By: /s/ CHRISTINE M. GORJANC
Christine M. Gorjanc
Chief Financial Officer
NETGEAR, Inc.

This certification accompanies the Form KGe which it relates, is not deemed filed with Sexurities and Exchange Commission and is no¢
incorporated by reference into any filing of thengmany under the Securities Act of 1933, as ameratettie Securities Exchange Act of 193¢
amended (whether made before or after the datei®Form 10-K), irrespective of any general incagtoon language contained in such filing.



