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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, 2013

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 cbgrt
Delaware 77-0419172
(State or other jurisdiction of incorporation organization) (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) ¢fie 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 vkelbwn seasoned issuer, as defined in Rule 405%dbéturities 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. YesO No M

Indicate by check mark whether the registrant @b filed all reports required to be filed by Seetid or 15(d) of the Securities Exchange Act of4188ring the preceding 12 mon
(or for such shorter period that the registrant veagiired to file such reports), and (2) has be#ajest to such filing requirements for the pastags. Yes® No O

Indicate by check mark whether the registrant ldmsnitted electronically and posted on its corpok&lebsite, if any, every Interactive Data File reqdito be submitted and pos
pursuant to Rule 405 of RegulationiT§232.405 of this chapter) during the precedigrionths (or for such shorter period that the tegi$ was required to submit and post such f
Yes M No O

Indicate by check mark if disclosure of delinquéifdrs pursuant to Item 405 of RegulatiorkSis not contained herein, and will not be contdint® the best of Registrar
knowledge, in definitive proxy or information statents incorporated by reference in Part I1l of fism 10-K or any amendment to this Form 1.

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

Large Accelerated filer M Accelerated filer [m]

Non-Accelerated filer O Smaller reporting company [m]

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

The aggregate market value of the voting and ndimga@ommon equity held by ncaffiliates of the Registrant as of June 30, 2018 aaproximately $791.0 million. Such aggre
market value was computed by reference to thergigsiice of the common stock as reported on theldp&lobal Select Market on June 28, 2013 (theblasiness day of the Registra
most recently completed fiscal second quarter)réthafcommon stock held by each executive officer andatiar and each entity that owns 5% or more of titstanding common sto
have been excluded in that such persons may beedktenbe affiliates. The determination of affilistatus is not necessarily a conclusive deternaindtr other purposes.

The number of outstanding shares of the regissr@ammon Stock, $0.001 par value, was 36,459,%%des as of February 18, 2014.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the Regissé2@13 Annual Meeting of Stockholders are incorfaatdy reference in Part I1l of this Form 10-K.
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PART |

This Annual Report on Form 10-K (“Form 10-K”), imcling Managemerd’ Discussion and Analysis of Financial Conditiord d&esults ¢
Operations in Part Il, Item 7 below, includes ford#ooking statements within the meaning of SectioA ®7 the Securities Act of 1933, as ameni
and Section 21E of the Securities Exchange Act9#¥4]1 as amended (the “Exchange AcR)l statements other than statements of historfiaets
contained in this Form 1R including statements regarding our future firiahposition, business strategy and plans and &igof management 1
future operations, are forward-looking statemente words “believe,” “may,” “will,” “estimate,” “catinue,” “anticipate,” “intend,” “should,” “plan,”
“expect” and similar expressions, as they relataidp are intended to identify forward-looking staémts. We have based these forwaaking
statements largely on our current expectationspaojgctions about future events and financial testiit we believe may affect our financial conaj
results of operations, business strategy and finameeds. These forwatdeking statements are subject to a number of riskgertainties ar
assumptions described in “Risk Factors” in Paltein 1A below, and elsewhere in this FormKOincluding, among other things: the future growt
the commercial business, retail, and broadbandcgeprovider markets; speed of adoption of wirelessvorking worldwide; our business strate
and development plans; our successful introductibmew products and technologies; future operagérgenses and financing requirements;
competition and competitive factors in the commadrbusiness, retail, and broadband service provigekets. In light of these risks, uncertaintied
assumptions, the forward-looking events and cir¢antes discussed in this Form KQnay not occur and actual results could differ eniatly from
those anticipated or implied in the forward-lookistgtements. All forward-looking statements in thism 10K are based on information available
us as of the date hereof and we assume no obligagizpdate any such forwalabking statements. The following discussion shobddread i
conjunction with our consolidated financial statemseand the accompanying notes contained in thisA®-K.

Item 1. Business
General

We are a global networking company that deliven®irative products to consumers, businesses anitegmoviders. Our business is manage
three specific business units: retail, commereiat service provider. The retail business unit ista®f high performance, dependable and easysto-
home networking, home video monitoring, storage digital media products. The commercial business eonsists of business networking, stot
and security solutions that bring enterprise cfasstionality down to small and medium size busgessat an affordable price. The service pro
business unit consists of madeetaler and retail proven, whole home networking tare and software solutions as well as 4G LTE laitspold t
service providers for sale to their subscribers. &kke organized into the following three geograpbititories: Americas, Europe, MiddEast an
Africa ("EMEA") and Asia Pacific ("APAC"). For fuhier detail, refer to Note 185egment Information, Operations by Geographic Amed Custome
Concentration in Notes to Consolidated Financial Statementgeim 8 of Part Il of this Annual Report on Form KO-

We were incorporated in Delaware on January 8, 1988 principal executive offices are located & East Plumeria Drive, San Jose, Califo
95134, and our telephone number at that locati¢408) 907-8000. Our website address is www.netgesar.

In the years ended December 31, 2013 , 2012 , @id 2 we generated net revenue of $1.37 billiorl.2% billion , and $1.18 billion
respectively.

Markets

Our mission is to be the innovative leader in cating the world to the Internet. This includes @aal of being the leading provider
innovative networking products to the consumerjrimss, and service provider markets. A number abfa are driving today's demand for networl
products within these markets. As the number ofmating devices, such as smart phones, laptopsadntets, has increased in recent years, networks
especially WiFi networks are being deployed more broadly in order to si€emation and resources among users and devites information an
resource sharing occurs internally, through a leeaeh network, or externally, via the Internet.tdke advantage of complex applications, adva
communication capabilities and rich multimedia et users are upgrading their Internet connectmnsleploying higrspeed broadband acc
technologies. Users also seek the convenience laritifity of operating their laptops, smart phonéablets and related computing devices v
accessing their content in a more mobile, or walenanner. In addition, market demand for Smartpf&lucts has increased significantly, wi
users seek to connect their televisions to thaneteand for streaming entertainment. As the usdgetworks, including the Internet, has increa
users have become much more focused on the sedfirttyeir connections and the protection of theadatthin their networks. And finally, tl
connected home is becoming a reality with smartagsvsuch as home video monitoring cameras thaisksts watch over their home from their si
phone.
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Consumers, businesses and service providers dememhplete set of wired and wireless networking laredidband products that are tailore
their specific needs and budgets and also incompdlee latest networking technologies. These ussgaire the continual introduction of new
refined products and often lack extensive IT resesirand technical knowledge. Therefore, they denyalnd-and-play' or easy-testall and us
products that require little or no maintenance, amstomer service and support. We believe thaethssrs also prefer the convenience of obtain
networking solution from a single company with whetmey are familiar; as these users expand theivarés, they tend to be loyal purchasers of
brand. In addition, purchasing decisions of userhése markets are also driven by the affordgihilitnetworking products. To provide reliable, easy
to-use products at an attractive price, we beleseiccessful supplier must have a compaitge focus on the unique requirements of these ats
operational discipline and cost-efficient infrastire and processes that allow for efficient pradievelopment, manufacturing and distribution.

Sales Channels

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

Wholesale DistributionOur distribution channel supplies our productsdtaiters, esommerce resellers, DMRs, VARs and broadband =
providers. We sell directly to our distributorsetlargest of which are Ingram Micro, Inc., D&H Dibuting Company and Tech Data Corporation.

Retailers.Our retail channel primarily supplies products thet sold into the consumer market. We sell diyettt] or enter into consignme
arrangements with, a number of our traditional antine retailers. The remaining traditional reteileas well as our online retailers, are fulfi
through wholesale distributors. We work directhittwbur retail channels on market development aiisi such as co-advertising, bme promotion
and video demonstrations, instant rebate prograwe)t sponsorship and sales associate training.

DMRs and VARsWe primarily sell into the commercial business negpkace through an extensive network of DMRs andR§AOur DMR
include companies such as CDW and Insight. VAR&de our network of registered Powershift Partnarg] resellers that are not registered ir
Powershift partner program. DMRs and VARs may nezaales incentives, marketing support and othegram benefits from us. Our DMRs ¢
VARs generally purchase our products through ousledale distributors.

Broadband Service Provider§Ve also supply our products directly to broadbaedvise providers in the United States and inteameily
providing cable, DSL and 4G LTE broadband. Serpiceviders supply our products to their businesstande subscribers.

The largest portion of our net revenues was deriveth Americas sales in the year ended December2813. The Americas sales a:
percentage of net revenue increased from 53.4%sernyear ended December 31, 2012 to 57.7% in the ereded December 31, 2013Ne haw
continuously committed resources to expanding oi@rinational operations and sales channels. Aaegiydiwe are subject to a number of risks rel
to international operations such as macroeconomdt raicroeconomic conditions, geopolitical instabilipreference for locally branded produ
exchange rate fluctuations, increased difficultynanaging inventory, challenges of staffing and agémg foreign operations, the effect of internai
sales on our tax structure, and changes in locallaas. See Note 12Segment Information, Operations by Geographic Aasa Custome
Concentration, in Notes to Consolidated Financial Statementiam 8 of Part Il of this Annual Report on Form KQfor further discussion of n
revenues by geographic region.

None of our customers accounted for 10% or greaftewur net revenue in the years ended Decembe2@®Il3 and 2012. Retail company E
Buy, Inc. and distributor Ingram Micro, Inc. eaatcaunted for 10% or greater of our net revenudhenyear ended December 31, 20Bee Note 1.
Segment Information, Operations by Geographic Amead Customer Concentratigrin Notes to Consolidated Financial Statementiseim 8 of Part |
of this Annual Report on Form 10-K, for further &iéz on customer concentrations.
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Product Offerings

Our product line consists of devices that creaid extend wired and wireless networks as well ascedsvthat provide a special function
attach to the network, such as network attachedgto home video monitoring and home automationcdsy These products are available in mul
configurations to address the needs of our cust®merach geographic region in which our produrtssald.

Commercial business networkinhese products are sold primarily in our commergiediness unit and include:

« Ethernet switches, which are multiple port devigesd to network computing devices and peripheial&thernet wiring

*  Wireless controllers and access points, which asdcds used to manage and control multiple WiFebstations on a campus or a fac
providing WiFi connections to smart phones, tablieistops and other computing devices;

* Internet security appliances, which provide inét access through capabilities such as anti-@ngsantispam; an

« Unified storage, which delivers file and block bds#ata into a single shared storage system, me#imglemands of small enterpri:
education, hospitality and health markets througkasy-to-use interface for managing multiple gferarotocols.

Broadband acces®&roadband access is a high speed transmission mesdich as DOCSIS3, VDSL, ADSL, FTTx or LTE, used¢onanect to th
Internet over public high speed networks. We dgwveletworking products that enable a connectionrt@dtband networks and create whole h
WiFi connectivity that are sold in our service po®r and retail business units and include:

» Gateways, which are routers with integrated modéondnternet acces

» Hotspots, which are 3G and 4G LTE WiFi access pdimat enable people to access the internet ogahand/or for use at home in placi
traditional wired broadband;

» |P telephony products, used for transmitting vaoenmunications over a network; ¢
» Media servers, which store files and multimediatenhfor access by tablets, laptops, smart phoné®#ner Internet enabled devic

Smart Home Network Connectivityroducts that create and extend home networks auadt svired and wireless devices that attach toe
networks are sold in our service provider and rétaginess units and include:

* Routers, which connect the home or office netwdokihie Internet via broadband mode
* WiFi range extenders, which extend the range offile home network to eliminate dead zoi

* Media adapters, which connect TVs, audio playend, game consoles to a network or wirelessly dispi@ycontents of your smart phc
laptop or tablet to a big screen TV,

» Powerline adapters and bridges, which enable devicbe connected to the network over existingtetad wiring;

* Multimedia over Coax Alliance standard (“MoCAdfapters and bridges, which enable devices to beeoted to the network over exist
coaxial wiring;

» Remote video monitoring systems, which provideeiree monitoring accessible by smart phone, tabl€&®and MAC
* Wireless network interface cards and adapters,iwénable devices to be connected to the networdegsly; an
» Ethernet network interface cards and adapters,iwdmiable devices to be connected to the networkEWernet wiring

We design our products to meet the specific neédbeoconsumer, business and service provider rngrkailoring various elements of -
software interface, the product design, includinghponent specification, physical characteristichsas casing,

3
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design and coloration, and specific user interfaegures to meet the needs of these markets. Wéealsrage many of our technological developm
high volume manufacturing, technical support angimeering infrastructure across our markets to maeé business efficiencies.

Our products that target the business market anerghly designed with an industrial appearanceuiing metal cases and, for some pro
categories, the ability to mount the product witstandard data networking racks. These producisalyp include higher port counts, higher ¢
transfer rates and other performance characteyidésigned to meet the needs of a commercial tsssimer. For example, we offer data transfer
up to ten gigabits per second for our businessyutsdio meet the higher capacity requirements sfnass users. Some of these products art
designed to support transmission modes such as fipic cabling, which is common in more sophigtch business environments. Seclt
requirements within our products for commercialibess broadband access include firewall, virtualgte network and content threat managel
capabilities that allow for secure interactionswan remote offices and business headquarter dmsativer the Internet. Our connectivity proc
offerings for the commercial business market ineledhanced security and remote configurabilityrofequired in a business setting. Our Ready
®family of network attached storage products impletseedundant array of independent disks data gtiote enabling businesses to store and pr
critical data easily, efficiently and intelligently

Our vision for the home network is about intelliggrcontrolling and monitoring all devices connetti® the home network at all times, t
creating a Smart Home. Our focus is to continumtimduce new products into growth areas that fémnbasis of Smart Homes, such as: the fe
WiFi standards with broadest coverage via latesirtelogy (802.11ac) WiFi routers and repeatersswistreaming players such Push2TV and Ne
home network storage products with an easy to gee interface and remote cloud access, higher itgpa resilience; high speed DOCSIS
xDSL and fiber gateways with more integrated fumtsi 4G LTE gateways and Air Card hotspots; andehoronitoring and automation devices <
as our VueZone home monitoring camera system. \Wegmee to announce and introduce new productsdsdlsignificant growth markets.

Our vision for the commercial network is about sased effectiveness and efficiency of the hybrididlaccess network. We believe small
medium enterprises will continue to move into cldabsed applications, such as: Salesforce.com, Riegtrél, LifeSize video conferencit
SuccessFactors, Workday, and others. In additiehelieve these enterprises will move into utilike on demand computing power supplied by t
party data centers. Also, increasingly more eniggprare enabling the BYOD (bring your own deviesyironment allowing smart phones, tablets,
netbooks to be the business computing devicesaitehThese trends will place a greater demandoomeercial networks. To meet this demanc
are introducing next generation commercial prodirctsapid pace, such as: Power over Ethernet (Relthes, 10 gigabit Ethernet switches, |
capacity local and remote unified storage, smathémlium capacity campus wireless LAN, and secuaigliances.

Competition

The consumer, business and service provider maaketstensely competitive and subject to rapithietogical change. We expect competi
to continue to intensify. Our principal competitamslude:

» within the consumer markets, companies suchpei Asus, Belkin/Linksys, ink, Dropcam, Foscam, Logitech, Roku, TP Link, Slagy
and Western Digital; and

» within the business markets, companies suchlBsdATelesys, Barracuda, Buffalo, Data RoboticgllDD-Link, Fortinet, HewlettPackarc
Huawei, Cisco Systems, QNAP Systems, Seagate Tghn@onicWALL, Synology, WatchGuard and Westeigifal; and

» within the service provider markets, companieshsas Actiontec, Arcadyan, ARRIS, AVM, Comtrend,LIDk, Hitron, Huawei, Novatt
Wireless, Pace, Sagem, Scientific Atlanta (a CiSystems company), Sercomm, SMC Networks, TechniCdlBLink, Ubee, Comp:
Broadband, ZTE and ZyXEL.

Other current and potential competitors include arous local vendors such as Devolo, LEA and AVMErope, and Corega and Melcc
Japan. Our potential competitors also include ottmrsumer electronics vendors, including LG Eledts, Microsoft, Panasonic, Samsung, S
Toshiba and Vizio, who could integrate networkimgl atreaming capabilities into their line of protiusuch as televisions, set top boxes and gz
consoles, and our channel customers who may dezidffer selfbranded networking products. We also face compatiiom service providers w
may bundle a free networking device with their loitmend service offering, which would reduce our séleve are not the supplier of choice to tt
service providers. In the service provider spacave also facing significant and increased coripetirom original design manufacturers, or OD
and contract manufacturers ("CMs") who are sellind attempting to sell their products directly éovice providers around the world.
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Many of our existing and potential competitors haweger operating histories, greater name recagnitind substantially greater financ
technical, sales, marketing and other resourcesa Assult, they may have more advanced technolagger distribution channels, stronger br
names, better customer service and access to mst@nrers than we do. For example, HewRgttkard has significant brand name recognitionte
an advertising presence substantially greater thas. Similarly, Cisco Systems is well recognizedaaleader in providing networking product:
businesses and has substantially greater finanesalurces than we do. Several of our competitarsh @s Diink, offer a range of products tt
directly compete with most of our product offering@everal of our other competitors primarily congpet a more limited manner. For exam
HewlettPackard sells networking products primarily tarded¢ larger businesses or enterprises. Howevercah®etitive environment in which 1
operate changes rapidly. Other companies with fsogmit resources could also become direct compstitither through acquiring a competito
through internal efforts.

We believe that the principal competitive factordhie consumer, business and service provider saftienetworking products include prod
breadth, size and scope of the sales channel, bmanme, timeliness of new product introductions,dpiat availability, performance, featur
functionality and reliability, price, ease-wfstallation, maintenance and use, and customeicseand support. We believe our products are caitiye
in these markets based on these factors.

To remain competitive, we must invest significaegaurces in developing new products and enhancingwrent products while continuing
expand our sales channels and maintaining custsatisfaction worldwide.

Research and Development

As of December 31, 201,3we had 355 employees engaged in research antbgment. Our success depends on our ability toldpveroduct
that meet changing user needs and to anticipatg@ruadtively respond to evolving technology inradly and coseffective manner. Accordingly, \
have made investments in our research and develdpiepartment in order to effectively evaluate ribind-party technologies, develop newhinust
technologies, and develop and test new products.réearch and development employees work closély eur technology and manufactur
partners to bring our products to market in a timklgh quality and cost-efficient manner.

We identify, qualify or seldevelop new technologies, and we work closely with various technology suppliers and manufactupagners t
develop products using one or more of the developmethodologies described below.

ODM. Under the ODM methodology, we define the produatcept and specification and recommend the techgposadection. We the
coordinate with our technology suppliers while tligywelop the product meeting our specification.o®rtain new products, one or more subsystel
the design can be doneliwuse and then integrated with the remaining desigees from the ODM. Once prototypes are completedwork with ou
partners to complete the debugging and systemgratten and testing. After completion of the fingdsts, agency approvals and pro
documentation, the product is released for producti

In-House Developmenttinder the inhouse development model, one or more subsystettte gfroduct are designed and developed utilizie
NETGEAR engineering team. Under this model, somthefrimary technology is develope-house. We then work closely with either an ODM
contract manufacturer ("CM") to complete the depetent of the entire design, perform the necessatyng, and obtain regulatory approvals be
the product is released for production.

OEM. Under the original equipment manufacturer ("OEMtgthodology, which we use for a limited number afducts, we define the prodi
specification and then purchase the product fronMGitppliers that have existing products fitting a&sign requirements. In some cases, 0l
technology supplier's product is selected, we weitk the OEM supplier to complete the cosmetic gento fit into our mechanical and packar
design, as well as our documentation and graphisait interface ("GUI") standard. The OEM suppliempletes regulatory approvals on our be
When all design verification and regulatory testimgompleted, the product is released for producti

Our internal research and development efforts facudeveloping and improving the usability, rellaipj functionality, cost and performance
our products. Our total research and developmepereses were $85.2 million in 2013 , $61.1 millinrkD12 and $48.7 million in 2011 .

Manufacturing

Our primary manufacturers are Cameo Communicatioes Delta Networks Incorporated, Hon Hai Pregisimdustry Co., Ltd., (mo
commonly known as Foxconn Corporation), Sercomnp@ation, Pegatron Corporation (which was spunodSUSTek Computer, Inc. in Janu
2008) and Wistron New Web Corporation, all of whate headquartered in Taiwan. We also use FLEXTRIINWVith headquarters in Singapore
the United States. The actual manufacturing ofpsaducts occurs
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primarily in mainland China and Vietnam, with pilahd lowvolume manufacturing in Taiwan on a select basis. ditribute our manufacturi
among these key suppliers to avoid excessive ctratiem with a single supplier. Because substdwtal of our manufacturing occurs in mainle
China and Vietnam, any disruptions from naturahslisrs, health epidemics and political, social@whomic instability would affect the ability of
manufacturers to manufacture our products. In adiobur manufacturers in China have continuedhtweéase our costs of production, particularl
the recent years. These increased costs haveeaffeat margins and ability to lower prices for pupducts to stay competitive. If our manufactuie
warehousing facilities are disrupted or destroyeslwould have no other readily available alterredifor manufacturing our products and our bus
would be significantly impacted. In addition to itheesponsibility for the manufacturing of our prads, our manufacturers purchase all necessars
and materials to produce complete, finished goddsmaintain quality standards for our suppliers, have established our own product qui
organization based in Hong Kong and mainland CHhiiney are responsible for auditing and inspectirgg@ss and product quality on the premist
our ODMs, CMs and OEMs.

We obtain several key components from limited de sources. For example, many of the semiconduetiameta materials used in our prod
are designed for use in our products and are atdiom sole source suppliers on a purchase oags.in addition, some components that are us
all our products are obtained from limited sourddsese components include connector jacks, plaasings and physical layer transceivers. We
obtain switching fabric semiconductors, which asediin our Ethernet switches and Internet gatewagyets, wireless local area network chip
which are used in all of our wireless products amabile network chipsets which are used in our w#&slgateways and hotspots from a limited nu
of suppliers. Our third party manufacturers gergnalirchase these components on our behalf on@pse order basis. If these sources fail to s
our supply requirements, our ability to meet schedigproduct deliveries would be harmed and we mag kales and experience increased comg
costs.

We currently outsource warehousing and distribukbmistics to four main thirgharty providers who are responsible for warehoysiliggributior
logistics and order fulfillment. In addition, thegarties are also responsible for some configunadind repackaging of our products including bundi
components to form kits, inserting appropriate doentation, disk drive configuration, and adding powdapters. APL Logistics Americas, Ltd
City of Industry, California serves the Americagiiom, Kerry Logistics Ltd. in Hong Kong serves thAsia Pacific region, DSV Solutions B.
Netherlands serves the EMEA region, and Agility istigs Pty Ltd. in Matraville, NSW, Australia ses/@ustralia and New Zealan

The Dodd-Frank Wall Street Reform and ConsumereRtimn Act of 2010 Section 1502 (the “Dodd-Frankt’Acrequires certain publ
companies to disclose whether certain minerals,neonty known as “conflict mineralsAre necessary to the functionality or productiom gfroduc
manufactured by those companies and if those nmimeriginated in the Democratic Republic of the Gon(DRC) or an adjoining country. T
implementation of these requirements by governmagtlators and our partners and/or customers amidrsely affect the sourcing, availability,
pricing of minerals used in the manufacture of aiercomponents used in our products. In additibe, supplyehain due diligence investigati
required by the conflict minerals rules will requigxpenditures of resources and management atteetjardless of the results of the investigation.

Sales and Marketing

As of December 31, 2013 , we had 38#ployees engaged in sales and marketing. We wrektly with our customers on market developn
activities, such as cadvertising, online promotions and video demonistnat event sponsorship and sales associate gaiie also participate
major industry trade shows and marketing events.r@arketing department is comprised of our chammadketing, product marketing and corpo
marketing groups.

Our channel marketing team focuses on working With sales teams to maximize our participation ianctel partner marketing activities
merchandise our products both online and in store.

Our product marketing group focuses on productesgsg product development roadmaps, the new pradtraiduction process, product lifecy
management, demand assessment and competitivesiandlije group works closely with our sales aneéaesh and development groups to align
product development roadmap to meet customer téogpaemands from a strategic perspective. Thegalso ensures that product developr
activities, product launches, and ongoing demardd supply planning occur in a wettanaged, timely basis in coordination with our depment
manufacturing, and sales groups, as well as our QDEM and sales channel partners.

Our corporate marketing group is responsible fdmdey and building our corporate brand and sugpgrthe business units with creative
marketing strategies and tactics. The group focosedefining our brand promise and marketing messam a worldwide basis. This group is
responsible for advertising, public relations, dgesocial media, the corporate website, email etarg and all creative production for all busir
units.
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We conduct most of our international sales and etar§ operations through wholtlywned subsidiaries, which operate via sales andketiac
subsidiaries and branch offices worldwide.

Customer Support

We design our products with “plug-and-plagdse of use. We respond globally to customer gquressthrough a variety of venues including ph
chat and email. Customers can also get lsgllf- service through the comprehensive knowledgebasl the user forum on our website. Cust
support is provided through a combination of at@dinumber of permanent employees and use of stracted, outsourced resources. Our permal
employees design our technical support databaseasndesponsible for training and managing our autsed sulsontractors. They also han
escalations from the outsourced resources. Wealtilie information gained from customers by ourtamasr support organization to enhance
product offerings, including further simplifyingehnstallation process.

Intellectual Property

We believe that our continued success will depeimarily on the technical expertise, speed of tetbgy implementation, creative skills ¢
management abilities of our officers and key emeésy plus ownership of a limited but important aetopyrights, trademarks, trade secrets
patents. We primarily rely on a combination of coglyt, trademark and trade secret and patent lasdisclosure agreements with employ
consultants and suppliers and other contractualigioms to establish, maintain and protect our gedgry rights. We hold approximately 150 iss
United States patents that expire between year4 20d 2030 and 80 foreign patents that expire 214 and 2030. In addition, we currently t
approximately 125 pending United States and for@igtent applications related to technology and petsloffered by us. We also rely on thpdrty
licensors for patented hardware and software leeights in technology that are incorporated inmid are necessary for the operation and functio
of our products. Our success will depend in pardwncontinued ability to have access to thesenelolgies.

We have trade secret rights for our products, stingi mainly of product design, technical produatwimentation and software. We also owr
have applied for registration of trademarks, in remtion with our products in the United States amérnationally, including NETGEAR, tl
NETGEAR logo, AirCard, NETGEAR Green, the NETGEARe@n logo, NETGEAR Digital Entertainer, the NETGEARyital Entertainer logt
Genie, Genie+, the Genie logo, ReadyShare, Neoti®,Neo TV logo, NETGEAR Stora, the NETGEAR Stoogd, Connect with Innovatic
ProSafe, RangeMax, ReadyNAS, ReadyDrop, ReadyRe¢adyCloud, ReadyDLNA, Smart Wizard, ProSecure, Bn@Secure logo, Push21
Ultraline, Proline, Liteline, Envoy Service Managemh System, Versalink, Wirespeed, Leaf NetworkspMedia, Centria, On Networks, Folio, W
Works, My Media, Nighthawk, NETGEAR Trek, Overdrjv@verdrive 3G/4G Mobile Hotspot logo, Watcher, &sird Watcher, Zing Mobile Hotsp
Coach, Mingle, Vue, VueZone, and XAID. We have registered a number of Internet donmeimes that we use for electronic interaction \with
customers including dissemination of product infation, marketing programs, product registratiofesactivities, and other commercial uses.

Seasonal Business

We have historically experienced increased netssaleur third and fourth fiscal quarters as coregao other quarters in our fiscal year du
seasonal demand of consumer markets related toetfianing of the school year and the holiday seadowever, because of irregular and signifi
purchases from customers in other markets, sutieaservice provider market, this pattern has eenbconsistent. As such, any pattern should r
considered a reliable indicator of our future raés or financial performance.

Backlog

We believe the actual amount of order backlog stgarticular time is not a meaningful indicationaafr future business. Our backlog consis
products for which customer purchase orders haea beceived and that are scheduled or in the psazfebeing scheduled for shipment. While
expect to fulfill the order backlog within the cent year, most orders are subject to reschedulirgumcellation with little or no penalties. Becaud
the possibility of customer changes in product dalieg or order cancellation, our backlog as of gayticular date may not be an indicator of ne¢s
for any subsequent period. Accordingly, backlogustimot be considered a reliable indicator of duiliy to achieve any particular level of revenu
financial performance.
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Environmental Laws

Our products and manufacturing process are sutjgaimerous governmental regulations, which cowth lthe use of various materials as '
as environmental concerns. Environmental issuds asi@ollution and climate change have had sigmifitegislative and regulatory efforts on a gl
basis, and there are expected to be additionalgelsato the regulations in these areas. These chaogdd directly increase the cost of energy, w
may have an impact on the way we manufacture ptsdurcutilize energy to produce our products. Iditdn, any new regulations or laws in
environmental area might increase the cost of raterials we use in our products and the cost ofptiamce. Other regulations in the environme
area may require us to continue to monitor and renpuoper disposal or recycling of our products. the best of our knowledge, we main
compliance with all current government regulatieosicerning our production processes for all locetimm which we operate. Since we operate
global basis, this is also a complex process tgires continual monitoring of regulations andoagoing compliance process to ensure that wi
our suppliers are in compliance with all existiegulations.

Employees

As of December 31, 2013 , we had 1,029 full-timepkyees, with 387 in sales, marketing and techrscgport, 355in research ar
development, 143 in operations, and Id4inance, information systems and administratdfe also utilize a number of temporary staff tofgamen
our workforce. We have never had a work stoppagengnour employees and no personnel are representist collective bargaining agreements.

Long-lived assets

Long{ived assets include purchased intangibles, gobawitl property and equipment. Property and equiprbgrgeographic location are
follows (in thousands):

December 31, December 31, December 31,

2013 2012 2011
United States $ 10,27¢  $ 9,89¢ $ 9,901
Americas (excluding U.S.) 2,16( 36 44
EMEA 914 1,173 331
China 11,90¢ 6,76: 4,90¢
APAC (excluding China) 1,942 1,15¢ 69¢

$ 27,19: $ 19,028 $ 15,88¢

Available Information

Our Annual Report on Form 10-K, Quarterly RepomsFmrm 10-Q, Current Reports on FornkK8and amendments to reports filed pursua
Sections 13(a) and 15(d) of the Securities Exchamef 1934, as amended (the "Exchange Act") fited with the Securities Exchange Commis:
(the "SEC"). We are subject to the informationajuieements of the Exchange Act and file or furnisports, proxy statements, and other inform:
with the SEC. You may read and copy our reportsxypistatements and other information filed by ushat SEC's Public Reference Room locat¢
100 F Street, N.E., Washington, D.C. 20549. Pleadethe SEC at 1-800-SEQ@330 for further information about the Public Refeze Room. O1
filings are also available to the public over theetnet at the SEC's websitehdtp://www.sec.gov.

Our website provides a link to our SEC filings, atiare available on the same day such filings aéemThe specific location on the wek
where these reports can be found is http://investtgear.com/sec.cfm. Our website also providé@skatd Section 16 filings which are available oe
same day as such filings are made. Informationaioetl on these websites is not a part of this AhReaort on Form 10-K.




Table of Contents
Executive Officers of the Registrant

The following table sets forth the names, agespasitions of our executive officers as of Februarg014.

Name Adge Position

Patrick C.S. Lo 57 Chairman and Chief Executive Officer

Christine M. Gorjanc 57 Chief Financial Officer

Jeffrey M. Capone 43 Chief Technical Officer

Mark G. Merrill 59 Senior Vice President of Advanced Engineering

Michael P. Clegg 53 Senior Vice President and General Manager of SeiRiovider Business Unit
John P. McHugh 53 Senior Vice President and General Manager of ComialeBusiness Unit
David S.G. Soares 47 Senior Vice President and General Manager of RBta&lIness Unit

Michael F. Falcon 57 Senior Vice President of Worldwide Operations angrt

Andrew W. Kim 43 Senior Vice President of Corporate Development,e&arCounsel and Corporate Secretary
Tamesa T. Rogers 40 Senior Vice President, Human Resources

Patrick C.S. Lads our cofounder and has served as our Chairman and Chifuixe Officer since March 2002. He also servedeagporar
General Manager of our Commercial Business Uninfiday 2012 until July 2013. Patrick founded NETGEARh Mark G. Merrill with the singulz
vision of providing the appliances to enable evagyin the world to connect to the high speed Imefor information, communication, busin
transactions, education, and entertainment. Fro®3 1@ntil 1995, Mr. Lo worked at Hewleltackard Company, where he served in va
management positions in sales, technical suppmtjyect management, and marketing in the U.S. and. Aér. Lo was named the Ernst & You
National Technology Entrepreneur of the Year in@0dr. Lo received a B.S. degree in electrical aegring from Brown University

Christine M. Gorjanchas served as our Chief Financial Officer sincaudan2008, Chief Accounting Officer from Decemb@®08 to Janual
2008 and Vice President, Finance from November 20@3ecember 2006. From September 1996 through ibee 2005, Ms. Gorjanc served as \
President, Controller, Treasurer and Assistantedagr for Aspect Communications Corporation, a fter of workforce and customer manager
solutions. From October 1988 through September 1BB6 Gorjanc served as the Manager of Tax for €am€Computers, Inc., a provider of fault-
tolerant computer systems. Prior to that, Ms. Gurjaerved in management positions at Xidex Corpraa manufacturer of storage devices,
spent eight years in public accounting with a nundfeaccounting firms. Ms. Gorjanc holds a B.A Aocounting (with honors) from the University
Texas at El Paso and a M.S. in Taxation from Gol@ate University.

Jeffrey M. Caponeserves as our Chief Technology Officer and joine@s Vice President of engineering through the iattiqun of Lea
Networks in 2010. As CEO and -founder of Leaf Networks, Mr. Capone was involvedail aspects of technology and corporate develog
including product and engineering management, ®olgy licensing, patent filing and general managenaé the company. Before Leaf Netwol
Mr. Capone co-founded Aligo, Inc. and served asGm® until 2004 where he led the companigchnology vision. Prior to Aligo, Mr. Capone vax
assistant professor at Arizona State University Rirdctor of the Network Engineering and WirelesdéEom Laboratory. Mr. Capone's distincti
include the National Science Foundation's CAREERrdywnumerous IEEE Journal and conference puliitsitiMr. Capone holds a PhD in Electr
Engineering from Northeastern University.

Mark G. Merrill is our cofounder and currently serves as our Senior Vicasigeat of Advanced Engineering. In this role, Mreill continue:
to guide the emerging market efforts and work diosiee RF engineering team to ensure technicaldesdp of our wireless networking produ
Previously, Mr. Merrill served as our Chief Techogy Officer from January 2003 to April 2013. Frorapember 1999 to January 2003, he serv
Vice President of Engineering and served as Diregft&ngineering from September 1995 to SeptemB881Mr. Merrill received both a B.S. deg
and an M.S. degree in Electrical Engineering fraamfrd University.

Michael P. Clegghas served as our Senior Vice President and Gelenahger of Service Provider Business Unit sincgus 2005. Prior 1
joining NETGEAR, Mr. Clegg served as VP Engineeriag Entrisphere (acquired by Ericsson) from Felyr@®03 to January 2005, and COO
CTO at Virtual Access from September 1999 to Ap8i02. From March 1999 to September 1999, Mr. Ckgged as Vice President DSL Solutior
Fujitsu Telecommunications Europe which acquiregl Wiestell Europe subsidiary, which Mr. Clegg ledMenaging Director from May 1995
September 1999. Prior to May 1995, Mr. Clegg sea&&enior Consultant at Scientific Generics (nagedtia) from December 1989 to April 1¢
Mr. Clegg
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received both a B.S. degree in Electrical Engimgeend an M.S. degree in Digital Systems Desigmftbe University of the Witwatersrand, Sc
Africa.

John P. McHugtserves as our Senior Vice President and Generabhd#arof the Commercial Business Unit, overseeirgdivelopment ai
delivery of the industry’s premiere line of netwinity and storage solutions for SMB customers. Ragoining us in July2013, Mr. McHugh led tt
commercial networking business units at both Natel HewlettPackard. During his career, Mr. McHugh has heldéeship roles in R&D, Marketir
and Manufacturing, as well as having over 12 ye&mxperience in General Management. Mr. McHughdé@ BS degree in Electrical Enginee
and in Computer Science from Rose-Hulman Instib@itBechnology.

David S.G. Soarebhas served as our Senior Vice President and GeMemhger of Retail Business Unit since April 204hd Senior Vic
President of Worldwide Sales from August 2004 tordia2011. Mr. Soares joined us in January 1998 samded as Vice President of EMEA s
from December 2003 to July 2004, EMEA Managing Btioe 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 1P88@r to joining us, Mr. Soares was
Hayes Microcomputer Products, a manufacturer ofupiamodems, where he was head of their retadpmmerce and DMR channels in the |
Mr. Soares attended Ridley College, Ontario Canada.

Michael F. Falconhas served as our Senior Vice President of Worldv@gerations and Support since January 2009, S¥itderPresident ¢
Operations from March 2006 to January 2009, ane Viesident of Operations from November 2002 toc&006. Prior to joining us, Mr. Falc
was at Quantum Corporation, where he served as Riiesident of Operations and Supply Chain Managerfnem September 1999 to Novem
2002, Meridian Data (acquired by Quantum Corporgtizvhere he served as Vice President of Operafiams April 1999 to September 1999,
Silicon Valley Group, where he served as DirecfoDperations, Strategic Planning and Supply Chaim&fiement from February 1989 to April 1¢
Prior to February 1989, Mr. Falcon served in manag# positions at SCI Systems, an electronics naatwifer, Xerox Imaging Systems, a provide
scanning and text recognition solutions, and Pdgnids, Inc., a provider of lightweight communicatibeadsets. Mr. Falcon received a B.A. degr
Economics with honors from the University of Calfiia, Santa Cruz and has completed courseworkeibittB.A. program at Santa Clara University.

Andrew W. Kimhas served as our Senior Vice President of Corpddatrelopment, General Counsel and Corporate $egrsince July 201
Vice President, Legal and Corporate Development@mngborate Secretary from October 2008 until JW$2 and as our Associate General Col
from March 2008 to October 2008. Prior to joininE NGEAR, Mr. Kim served as Special Counsel in thepdoate and Securities Departmen
Wilson Sonsini Goodrich & Rosati, a private lawriirwhere he represented public and private teclyggotmmpanies in a wide range of mati
including mergers and acquisitions, debt and edirigncing arrangements, securities law compliaare corporate governance from 2000 to 200:
2006 to 2008. In between his two terms at Wilsons8u Goodrich & Rosati, Mr. Kim served as Partimethe Business and Finance Department ¢
law firm Schwartz Cooper Chartered in Chicagondls, and was an Adjunct Professor of Entrepremguiat the lllinois Institute of Technology. M
Kim holds a J.D. from Cornell Law School, and reeei a B.A. degree in history from Yale University.

Tamesa T. Rogetsas served as our Senior Vice President, HumanuReso since July 2013, Vice President, Human Ressuirom Janua
2009 to July 2013, Director, Worldwide Human Resesrfrom September 2006 to January 2009 and aSenior Human Resources Manager f
December 2003 to September 2006. From March 20@etember 2003, Ms. Rogers worked at TriNet Empldymup, a professional emplo
organization, as a Human Resources Manager, praytdR consulting to technology companies througi®iliton Valley. Prior to TriNet, Ms. Roge
served in various human resources functions inraéorthern California companies. Ms. Rogers reegia B.A. in Communication Studies from
University of California, Santa Barbara and an MnSCounseling from California State University,\naard.

ltem 1A. Risk Factors

Investing in our common stock involves a high degerisk. The risks describdzblow are not exhaustive of the risks that migfecfoul
business. Other risks, including those we curretdlgm immaterial, may also impact our business.dktiye following risks could materially advers
affect our business operations, results of operatiand financial condition and could result in grsficant decline in our stock pricBefore decidin
to purchase, hold or sell our common stock, yowkhoarefully consider the risks described in théstion. This section should be read in conjuni
with the consolidated financial statements and agganying notes thereto, and Management's DiscussiohAnalysis of Financial Condition a
Results of Operations included in this Annual ReparForm 1(-K.
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We expect our operating results to fluctuate on awprterly and annual basis, which could cause our etk price to fluctuate or decline.

Our operating results are difficult to predict andy fluctuate substantially from quarter-to-quaderyear-toyear for a variety of reasons, mi
of which are beyond our control. If our actual feswere to fall below our estimates or the exp@mis of public market analysts or investors,
guarterly and annual results would be negativelpaated and the price of our stock could declinde®factors that could affect our quarterly
annual operating results include those listed énritk factors section of this report and othehsas:

» changes in the pricing policies of or the introdluttof new products by us or our competit

e unanticipated shift or decline in profit by geodnajal region that would adversely impact our tate;

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

» operational disruptions, such as transportationydetbr failure of our order processing system,i@aerly if they occur at the end of a fis
quarter;

» geopolitical disruption leading to delay or eveopgtage of our operations in manufacturing, trartsgion, technical support and rese:
and development;

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

» changes in or consolidation of our sales channmelsaholesale distributor relationships or failuvemianage our sales channel inventory
warehousing requirements;

» delay or failure to fulfill orders for our produats a timely basi
» allowance for bad debts exposure with our existimgfomers and new customers, particularly as warekmto new international marke
» disruptions or delays related to our financial anterprise resource planning syste

e our inability to accurately forecast product demaparticularly from our service provider sales aign resulting in increased invent:
exposure;

e component supply constraints from our venc
» unfavorable level of inventory and tur

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

« terms of our contracts with customers or supplieas cause us to incur additional expenses or assutiitional liabilities
« the inability to maintain stable operations by suppliers and other parties with which we have cenwial relationship:
» delays in the introduction of new products by usnarket acceptance of these prodt

e an increase in price protection claims, redemptiohsnarketing rebates, product warranty and stamttion returns or allowance -
doubtful accounts;

» litigation involving alleged patent infringeme

11
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» epidemic or widespread product failure, or unaptted safety issues, in one or more of our prog
» challenges associated with integrating acquisittbas we make, or with realizing value from oulstgic investments in other compar

» failure to effectively manage our third party custy support partners which may result in custon@npiaints and/or harm to t
NETGEAR brand

e our inability to monitor and ensure compliancihvwour anti-corruption compliance program and dsticeand international antierruptior
laws and regulations, whether in relation to oupkayees or with our suppliers or customers;

» labor unrest at facilities managed by our thpedty manufacturer
» seasonal shifts in end market demand for our pitsdparticularly in our retail busine
* unanticipated increase in costs, including airgiéi associated with shipping and delivery of owdpicts

» our failure to implement and maintain the apprdprieaternal controls over financial reporting whiofay 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 theraragdication of ot
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 dtiads in Europe, Australia, the United States afgbwhere internationally, there has
significant volatility in the market price and tiad volume of securities of technology and othempanies, which may be unrelated to the final
performance of these companies. These broad mituketations may negatively affect the market pé®ur common stock.

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

» actual or anticipated fluctuations in our operatiagults or our competitors' operating res

e actual or anticipated changes in the growth rath®@Qeneral networking sector, our growth ratesusrcompetitors' growth rat:

e conditions in the financial markets in general ¢tramges in general economic conditions, includingegoment efforts to stabili
currencies;

* interest rate or currency exchange rate fluctual
« our ability to report accurate financial resultour periodic reports filed with the SE
« our ability or inability to raise additional cagitanc

» changes in stock market analyst recommendatior@sdim our common stock, other comparable compamiesir industry generall

12
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If we fail to continue to introduce or acquire newproducts that achieve broad market acceptance on timely 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 chamgienvironment, and our future success depends ormhility to develop or acquire, a
introduce new products that achieve broad markeg@tance. Our future success will depend in lasgéypon our ability to identify demand trend
the commercial business, retail, and service pmvidarkets and quickly develop or acquire, and rfaarture and sell products that satisfy tt
demands in a cost effective manner. In order tfeintiate our products from our competitors' piduwe must continue to increase our focus
capital investment in research and developmentudiimy software development. Successfully predictitemand trends is difficult, and it is v
difficult to predict the effect introducing a newopuct will have on existing product sales. We wi$o need to respond effectively to new pro
announcements by our competitors by quickly intaidg competitive products.

We recently developed and launched new productdwite under a new brand as an effort to increatessn a particular market segment.
new brand products may adversely affect sales ofesisting products. Marketing of the new brand nadso lead to confusion with our exist
customers. We have little to no experience in gl new brand simultaneously with our existingdpici portfolio. If we are unable to effectiv
manage the pricing, marketing, sale and distriloutibproducts under our new brand together withexisting products, our business will be harmed.

In addition, we have acquired companies and tecynes in the past and as a result, have introdoneadproduct lines in new markets. We r
not be able to successfully manage integratioh@fiew product lines with our existing productdliggnew product lines in new markets will reqt
our management to learn different strategies ireotd be successful. We may be unsuccessful incking a newly acquired product line in r
markets which requires management of new suppl@tential new customers and new business modalsmanagement may not have the experi
of selling in these new markets and we may nothlide 8 grow our business as planned. For examplerezent acquisition of the VueZone proc
line continues to require significant managemefdrefo successfully scale and launch the prodwetddwide. Similarly, in April 2013, we complet
the acquisition of the AirCard product line fromeBa Wireless. If we are unable to effectively andcessfully integrate these new product lines
may not be able to increase or maintain our saldar gross margins may be adversely affected.

We have experienced delays and quality issuedéasimg new products in the past, which resulteldvrer quarterly net revenue than expec
In addition, we have experienced, and may in thieréuexperience, product introductions that fabrshof our projected rates of market adopi
Online Internet reviews of our products are incirggly becoming a significant factor in the successur new product launches, especially in theil
business unit. If we are unable to quickly resptmahegative reviews, including end user reviewstgoh®n various prominent online retailers,
ability to sell these products will be harmed. Aojure delays in product development and introdutor product introductions that do not meet b
market acceptance, or unsuccessful launches ofyremgluired product lines could result in:

* loss of or delay in revenue and loss of marketes

* negative publicity and damage to our reputation tznaehd

» adecline in the average selling price of our potst

» adverse reactions in our sales channels, suctdasa@ shelf space, reduced online product vigibitit loss of sales channel; ¢

* increased levels of product retul

Throughout the past couple of years, we have sagmfly increased the rate of our new product mhtictions. If we cannot sustain that pac

product introductions, either through rapid inndmator acquisition of new products or product lineg® may not be able to maintain or increast
market share of our products. In addition, if we anable to successfully introduce or acquire nemdycts with higher gross margins, our net rev:

and overall gross margin would likely decline.

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

We compete in a rapidly evolving and fiercely comitpee market, and we expect competition to condinio be intense, including pr
competition. Our principal competitors in the comai@ business market include Allied Telesys, Bauda, Buffalo, Data Robotics, Dell, Dnk,
Fortinet, Hewlett-Packard, Huawei, Cisco Systeims Ltinksys line of products under
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Belkin, QNAP Systems, Seagate Technology, SonicWASynology, TRENDnet, WatchGuard and Western Diigaur principal competitors in tl
home market for networking devices and televisionnectivity products include Amped Wireless, ApfAsusTEK, Belkin, DEink, the Linksys lin
of products under Belkin, Roku, TIBrk and Western Digital. Our principal competitansthe broadband service provider market includéiohtec
ARRIS, Compal Broadband, Comtrend, D-Link, Hitrétyawei, Motorola, NetComm Wireless, Novatel WirsleBace, Sagem, Scientific Atlarga-
Cisco company, SMC Networks, TechniColor, Ubee, ZRE ZyXEL. Other competitors include numerous laesmdors such as Devolo, LEA, Av
and the Hercules brand of Guillemot CorporatiorEimope, Corega and Melco in Japan andLirk-in China. In addition, these local vendors 1
target markets outside of their local regions aray mmcreasingly compete with us in other regionslewide. Our potential competitors also incli
other consumer electronics vendors, including L@cEbnics, Microsoft, Panasonic, Samsung, Sonyhibasand Vizio, who could integr:
networking and streaming capabilities into theielof products, such as televisions, set top bardsggaming consoles, and our channel customer
may decide to offer selfranded networking products. We also face compatitiom service providers who may bundle a freevodting device witl
their broadband service offering, which would reglour sales if we are not the supplier of choicéhtse service providers. In the service proy
space, we are also facing significant and increasadpetition from original design manufacturers,QIPM's, and contract manufacturers who
selling and attempting to sell their products diseto service providers around the world. In afgif as we expand our product portfolio to incl
home monitoring cameras and services, we also famapetition from incumbents and specialty providémsthis space, including Ax
Communications, Belkin, D-Link, the Linksys line pfoducts under Belkin, Logitech, Dropcam, and Sent.

Many of our existing and potential competitors haweger operating histories, greater name recagnitind substantially greater financ
technical, sales, marketing and other resourcessdttompetitors may, among other things, undentadwe extensive marketing campaigns, a
more aggressive pricing policies, obtain more fabte pricing from suppliers and manufacturers, exert more influence on sales channels tha
can. We anticipate that current and potential cditgre will also intensify their efforts to penetieaour target markets. For example, price compe
is intense in our industry in certain geographiegiions and product categories. Many of our cortgstin the service provider and retail spacese
their products significantly below our product cost order to gain market share. Average salegptiave declined in the past and may again di
in the future. These competitors may have more racha technology, more extensive distribution chéamratronger brand names, greater acce
shelf space in retail locations, bigger promotiobatigets and larger customer bases than we dalditiam, many of these competitors leveray
broader product portfolio and offer lower pricing @art of a more comprehensive encetat solution which we may not have. These compaiiak
devote more capital resources to develop, manuacnd market competing products than we could. €umpetitors may also acquire ot
companies in the market and leverage combined ressuo gain market share. For example, in MardB28elkin completed its acquisition of
Linksys division from Cisco. Belkin and Linksys areo of our significant competitors. The combinesimpany may have synergies which incr
opportunities for Belkin to gain market share, ey in North America. If any of these compana® successful in competing against us, our
could decline, our margins could be negatively iotpd and we could lose market share, any of whattdcseriously harm our business and resu
operations.

Economic conditions are likely to materially adversly affect our revenue and results of operations.

Our business has been and may continue to be exdfégt a number of factors that are beyond our obetrch as general geopolitical, econc
and business conditions, conditions in the findnwiarkets, and changes in the overall demand fowor&ing products. A severe and/or prolon
economic downturn could adversely affect our custiamfinancial condition and the levels of businastvity of our customers. Continued weakt
in, and uncertainty about, global economic condgicontinue to cause businesses to postpone sgendiesponse to tighter credit, negative finar
news and/or declines in income or asset valueg;hwtould have a material negative effect on theadehior networking products.

The recent indications of slow economic growth tigioout various regions worldwide, especially indhe, have presented significant challel
to our business. For example, we believe that dsec demand in Europe adversely impacted our wehue in all three of our business units du
fiscal 2013, relative to prior periods. If condit®in the global economy, including Europe, Ausraind the United States, or other key vertici
geographic markets continue to remain weak and rtaineor weaken even further, such conditions ccwdde a material adverse impact on
business, operating results and financial conditinraddition, if we are unable to successfullyi@ptte changing economic and political conditi
we may be unable to effectively plan for and respanthose changes, which could materially advegragect our business and results of operations.

In addition, the ongoing economic problems affegtthe financial markets and the ongoing uncertaintglobal economic conditions he
resulted in a number of adverse effects includirigwalevel of liquidity in many financial marketextreme volatility in credit, equity, currency ¢
fixed income markets, instability in the stock nmetrland high unemployment. For example, the reckallenges faced by the European Unio
stabilize some of its member economies, such agddrePortugal, Spain, Hungary and even ltaly, tak ihternational implications affecting -
stability of global financial markets and hinderiegonomies worldwide. Many member nations in theogean Union have been addressing the i
with controversial austerity
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measures. Should the European Union monetary polggsures be insufficient to restore confidencestagility to the financial markets, the recos
of the global economy, including the U.S. and EeapUnion economies where we have a significarggoree, could be hindered or reversed, w
could have a material adverse effect on us. Fomple the aggregate number of resellers of ourymtsddecreased during the third quarter of 2
we believe this was caused by the difficult worldevieconomic environment, and especially the difiesi experienced in Europe. There could als
a number of other folloven effects from these economic developments anativegeconomic trends on our business, includirgy ittability of
customers to obtain credit to finance purchasesuofproducts; customer insolvencies; decreaseagstconfidence to make purchasing decis
decreased customer demand; and decreased custafitgrt@pay their trade obligations.

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 tiglobroadband service providers worldwide. Our sergirovider business unit has accounte
a significant portion of our growth over the lasvsral fiscal quarters. Our service provider bussris increasingly becoming a larger proportionw
business, especially after our recent acquisitioth® Sierra Wireless AirCard business. The serpimwider business is challenging and exceptio
competitive. We face a number of challenges astmtiaith penetrating, marketing and selling to ttineadband service provider channel that @
from the challenges we have traditionally facechwiite other channels. Difficulties and challengeselling to service providers include a longees
cycle, more stringent product testing and validatiequirements, a higher level of customization aeds, requirements that suppliers take on a |
share of the risk with respect to contractual bessnterms, competition from established suppligising pressure resulting in lower gross mar
and irregular and unpredictable ordering habits. &s@mple, even if we have a product which a serpiovider customer may wish to purchase
may choose not to supply products to the poteréalice provider customer if the contract requiretsesuch as service level requirements, pen:
and liability provisions, are too onerous. Accoglin our business may be harmed and our revenugdbmaeduced. We have, in exceptional lim
circumstances, while still in contract negotiatiosisipped products in advance of and subject teeagent on a definitive contract. We do not re
revenue from these shipments until a definitivetiaot exists. There is risk that we do not ultinhatdose and sign a definitive contract. It thisors
the timing of revenue recognition is uncertain and business would be harmed. In addition, we oftemmence building customade products pri
to execution of a contract in order to meet theamsr's contemplated launch dates and requirem8atsice provider products are generally custom-
made for a specific customer and may not be satalbéher customers or in other channels. If weehare-built custormade products but do not co
to agreement on a definitive contract, we may lveefd to scrap the custom-made products avoek them at substantial cost and our businessd
be harmed.

Further, successful engagements with service peowddstomers requires a constant analysis of téapydrends. If we are unable to anticig
technology trends and service provider customedymbneeds, and to allocate research and develdpesources to the right projects, we may nc
successful in continuing to sell products to serviwovider customers. In addition, because ouricerprovider customers command signific
resources, including for software support, and deimextremely competitive pricing, our ODM's arertitg to decline to develop service provi
products on an ODM basis. Accordingly, as our ODMtseasingly limit development of our service po®r products, our service provider busir
will be harmed if we cannot replace this with indse development.

Further, as the deployment of DOCSIS 3.0 technolbgybroadband service providers continues to matwee anticipate competing in
extremely price sensitive market and our marging bwaffected. Orders from service providers gdhetend to be large but sporadic, which cau
our revenues from them to fluctuate and challengas ability to accurately forecast demand from thém particular, managing inventory &
production of our products for our service provideistomers is a challenge. Many of our service igevcustomers have irregular purcha
requirements. These customers may decide to cangefs for customized products specific to thatamer, and we may not be able to reconfi
and sell those products in other channels. In exfgithese customers may issue unforecasted diatepsoducts which we may not be able to proc
in a timely manner and as such, we may not betabdecept and deliver on such unforecasted ortlexertain cases, we may commit to fixedee
long term purchase orders, with such orders prinddreign currencies which could lose value overetin the event of adverse changes in for
exchange rates. Even if we are selected as a supplpically a service provider will also desigaat second source supplier, which over time
reduce the aggregate orders that we receive framnstrvice provider. For example, we have beehefdrefront of developing and selling DOC
3.0 products to our service provider customershin ast couple of years. As our competitors devBIQECSIS 3.0 products, our service prov
customers may use these competitor products asesinade source for this technology. Our serviggvjater customers may then require us to lowe
prices or they may choose to purchase more DOCSI$rdducts from our competitors. Accordingly, cwsiness may be harmed and our reve
may be reduced.

If we were to lose a service provider customerdioy reason, we may experience a material and inateededuction in forecasted revenue
may cause us to be below our net revenue and amgraargin expectations for a particular period of
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time and therefore adversely affect our stock pfiag example, many of our competitors in the seryrovider space aggressively price their prot
in order to gain market share. We may not be ablmatch the lower prices offered by our competittMany of the service provider customers
seek to purchase from the lowest cost providemyvitiostanding that our products may be higher qualitthat our products were previously valid:
for use on their proprietary network. Accordinglye may lose customers who have lower, more aggeegsicing and our revenues may be redt
In addition, service providers may choose to ptieithe implementation of other technologies @ tbll out of other services than home networl
Weakness in orders from this industry could haveagerial adverse effect on our business, operagnglts, and financial condition. We have ¢
slowdowns in capital expenditures by certain of envice provider customers in the past, and belthere may be potential for similar slowdown
the future. Any slowdown in the general economyerosupply, consolidation among service provideegutatory developments and constrain
capital expenditures could result in reduced denfeord service providers and therefore adverselgafbur sales to them. If we do not success
overcome these challenges, we will not be ableaéitpbly grow our service provider sales chanmeal aur growth will be slowed.

We rely on a limited number of retailers, wholesalaistributors and service provider customers for asubstantial portion of our sales, and ou
net revenue could decline if they refuse to pay ouequested prices or reduce their level of purchaseor if there is significant consolidation it
our customer base which results in fewer customefsr our products.

We sell a substantial portion of our products tigiouetailers, including Best Buy Co., Inc. andaffiliates, wholesale distributors, includi
Ingram Micro, Inc. and Tech Data Corporation, aed/ige providers, including Virgin Media Limited @A T&T. We expect that a significant porti
of our net revenue will continue to come from sal@sa small number of customers for the foreseefililere. In addition, because our acco
receivable are often concentrated with a small grafupurchasers, the failure of any of them to paya timely basis, or at all, would reduce our
flow. We are also exposed to increased creditifisky one of these limited numbers of customeiis far becomes insolvent. We generally hav
minimum purchase commitments or lotegm contracts with any of these customers. Thasehpsers could decide at any time to discontidaereas
or delay their purchases of our products. If owgtemers increase the size of their product ordéteowt sufficient leadime for us to process the orc
our ability to fulfill product demands would be cpromised. These customers have a variety of suppiee choose from and therefore can n
substantial demands on us, including demands oduptgoricing and on contractual terms, which oftesults in the allocation of risk to us as
supplier. Accordingly, the prices that they pay éor products are subject to negotiation and caeblzhge at any time. Our ability to maintain stt
relationships with our principal customers is esis¢to our future performance. If any of our magustomers reduce their level of purchases or e
to pay the prices that we set for our products, retr revenue and operating results could be har®@ed.traditional retail customers have fa
increased and significant competition from onlietailers, and some of these traditional retail @ustrs have increasingly become a smaller porti
our business. If key retail customers continuesthuce their level of purchases, our business duoelldarmed.

Additionally, if there is consolidation among owrstomer base, certain customers may be able to eochrimcreased leverage in negotia
prices and other terms of sale, which could adWeeséect our profitability. In addition, if, as @sult of increased leverage, customer pressugesre
us to reduce our pricing such that our gross margie diminished, we could decide not to sell aodpcts to a particular customer, which could r
in a decrease in our revenue. Consolidation amamgwstomer base may also lead to reduced demaralfgroducts, replacement of our prod
with those of our competitors and cancellation®mfers, each of which would harm our operating ltesConsolidation among our service prov
customers worldwide may also make it more difficalgrow our service provider business, given taecé competition for the already limited nurr
of service providers worldwide and the long salgdes to close deals. For example, in June 2018rty Global, a service provider with operati
worldwide, completed its acquisition of Virgin MedLimited, one of our significant customers. Beeawg have not conducted business with Lik
Global in the past, Virgin Media may be directedliyerty Global to develop relationships and busmwith other Liberty Global vendors, man
which are our competitors. Similarly, in July 20%8ftBank Corp. acquired majority ownership of Sphtextel Corp., the parent company of on
our significant customers for AirCard products.ctinsolidation among our customer base becomes premalent, our operating results may
harmed.

We depend on large, recurring purchases from certai significant customers, and a loss, cancellatiorr delay in purchases by these custome
could negatively affect our revenue.

The loss of recurring orders from any of our magmisicant customers could cause our revenue an@itability to suffer. Our ability to attra
new customers will depend on a variety of factorsluding the coseffectiveness, reliability, scalability, breadthdastepth of our products. In additi
a change in the mix of our customers, or a chamglee mix of direct and indirect sales, could adebr affect our revenue and gross margins.

Although our financial performance may depend ogdarecurring orders from certain customers asdllers, we do not generally have binc
commitments from them. For example:
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» our reseller agreements generally do not requipstaatial minimum purchas
» our customers can stop purchasing and our reselerstop marketing our products at any time
» ourreseller agreements generally are not exclt

Further, our revenue may be impacted by significargtime purchases which are not contemplated to beataple. While such purchases
reflected in our financial statements, we do nbt om and do not forecast for continued significanetime purchases. As a result, lack of repea
one-time purchases will adversely affect our reeenu

Because our expenses are based on our revenuadrea substantial reduction or delay in salesuofproducts to, or unexpected returns fi
customers and resellers, or the loss of any sanifi customer or reseller, could harm or othenhigee a negative impact to our operating res
Although our largest customers may vary from petmg@eriod, we anticipate that our operating resfdt any given period will continue to depenc
large orders from a small number of customers.

If we do not effectively manage our sales channetientory and product mix, we may incur costs assogfed with excess inventory, or lose sal
from having too few products.

If we are unable to properly monitor, control andmage our sales channel inventory and maintairpprogriate level and mix of products w
our wholesale distributors and within our salesncteds, we may incur increased and unexpected esstsciated with this inventory. We gener
allow wholesale distributors and traditional regesl to return a limited amount of our products kthange for other products. Under our g
protection policy, if we reduce the list price opeoduct, we are often required to issue a creddri amount equal to the reduction for each ¢
products held in inventory by our wholesale disttdrs and retailers. If our wholesale distributargl retailers are unable to sell their inventorg
timely manner, we might lower the price of the prod, or these parties may exchange the productefeer products. Also, during the transition f
an existing product to a new replacement produetpwist accurately predict the demand for the exgsaind the new product. For example, in the
quarter of 2013, while transitioning from our ekigt ReadyNAS product line to our new line of ReadyNproducts, we were not able to execut
the launch of the new product. This led to our iliigtto have sufficient quantities of the existitige of ReadyNAS products as we had ramped ¢
supply anticipating the transition, which adversaffected our profitability for the quarter.

We determine production levels based on our fotscalsdemand for our products. Actual demand far pneducts 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 expect differen:
arise in the future. If we improperly forecast dewhdor our products we could end up with too margdpcts and be unable to sell the excess inve
in a timely manner, if at all, or, alternatively weuld end up with too few products and not be ablsatisfy demand. This problem is exacerk
because we attempt to closely match inventory tewéth product demand leaving limited margin foroer If these events occur, we could ir
increased expenses associated with writing off &s{ge or obsolete inventory, lose sales, incur jtiesdor late delivery or have to ship productséir
freight to meet immediate demand incurring incretakefreight costs above the sea freight costs,edepred method, and suffering a correspon
decline in gross margins.

Our business is subject to the risks of internatioal operations.

We derive a significant portion of our revenue framternational operations. As a result, our finahciondition and operating results coulc
significantly affected by risks associated witheimational activities, including economic and labonditions, political instability, tax laws, chagir
the value of the U.S. dollar versus local curresicéand natural disasters. Margins on sales of mdygts in foreign countries, and on sales of pcts
that include components obtained from foreign siepgl could be materially adversely affected byefgn currency exchange rate fluctuations an
international trade regulations. Additionally, eent foreign countries have complex regulatory regpents as conditions of doing business.
example, the United Kingdom AnBribery Act of 2010 is broad legislation that proits bribery and applies to our operations worldwitlhis foreig
legislation follows in the spirit of the U.S. Fagei Corrupt Practices Act and focuses additionalegomental efforts on anticorruption effc
worldwide. Meeting these requirements may increaseoperating expenses as we continue to expaachattonally.

We obtain several key components from limited or de sources, and if these sources fail to satisfy osupply requirements or we are unable t
properly manage our supply requirements with our thrd party manufacturers, we may lose sales and expience increased component costs.

Any shortage or delay in the supply of key prodoemponents would harm our ability to meet schedylestuct deliveries. Many of t
semiconductors used in our products are specificsigned for use in our products and are obtdied sole
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source suppliers on a purchase order basis. Irti@addsome components that are used in all ourymmsdare obtained from limited sources. Tl
components include connector jacks, plastic casamgisphysical layer transceivers. We also obtaiitching fabric semiconductors, which are use
our Ethernet switches and Internet gateway prodactd wireless local area network chipsets, whighused in all of our wireless products, fro
limited number of suppliers. Semiconductor supglibave experienced and continue to experience coempcshortages themselves, such as
substrates used in manufacturing chipsets, whichuin adversely impact our ability to procure semniuctors from them. Our thinarty
manufacturers generally purchase these componentaiobehalf on a purchase order basis, and weotlthave any contractual commitment:
guaranteed supply arrangements with our suppliedemand for a specific component increases, wg nod be able to obtain an adequate numb
that component in a timely manner. In additionwdrldwide demand for the components increases fiigntly, the availability of these compone
could be limited. Further, our suppliers may exgece financial or other difficulties as a resuluotertain and weak worldwide economic conditi
Other factors which may affect our suppliers' &pilo supply components to us include internal ng@anaent or reorganizational issues, such asordll-
of new equipment which may delay or disrupt supglyreviously forecasted components. It could Wécdit, costly and time consuming to obt
alternative sources for these components, or tagdh@roduct designs to make use of alternative ooemts. In addition, difficulties in transitioni
from an existing supplier to a new supplier couldate delays in component availability that woudtvdn a significant impact on our ability to ful
orders for our products.

We provide our thirddarty manufacturers with a rolling forecast of deshawhich they use to determine our material antchpmnen
requirements. Lead times for ordering materials @mponents vary significantly and depend on varifagtors, such as the specific supplier, cor
terms and demand and supply for a component atendime. Some of our components have long leadgjmsuch as wireless local area net\
chipsets, switching fabric chips, physical layansceivers, connector jacks and metal and plastiogures. If our forecasts are not timely provide
are less than our actual requirements, our théndy manufacturers may be unable to manufactwedyats in a timely manner. For example, in tha
guarter of 2013, our third party manufacturers weseable to manufacture sufficient quantities of new line of ReadyNAS products in order to r
demand, adversely affecting our profitability févetquarter. If our forecasts are too high, ourdthiarty manufacturers will be unable to use
components they have purchased on our behalf. dseaf the components used in our products tendBdp rapidly as volumes increase and
technologies mature. Therefore, if our thparty manufacturers are unable to promptly use covapts purchased on our behalf, our cost of prog
products may be higher than our competitors dwmtoversupply of highguriced components. Moreover, if they are unables® components ordel
at our direction, we will need to reimburse themday losses they incur.

If we are unable to obtain a sufficient supply ofnmponents, or if we experience any interruptiorthie supply of components, our proc
shipments could be reduced or delayed or our dosbtaining these components may increase. Compatemtages and delays affect our abilit
meet scheduled product deliveries, damage our taaddeputation in the market, and cause us todakss and market share. For example, comp
shortages and disruptions in supply in the pastHawited our ability to supply all the worldwidesghand for our products and our revenue
affected.

Another example relates to the record flooding raifand in the third quarter of 2011. Many majornmuiacturers of hard disk drives and tl
component suppliers maintain significant operation3 hailand in areas affected by the flooding. Séhénclude most, if not all, of our direct ¢
indirect suppliers of hard disk drives for our R@4AS product line. All of our major direct and imelct suppliers of hard disk drives informed us
our supply chain would be constrained for an imdefiamount of time, in some cases up to six morgbse therefore declared a force majeure
and have stated that, in addition to and becausteecgupply constraints, pricing for hard disk dewvould increase significantly until they wereeat
stabilize the situation. As a result, we experiehicereased prices in the cost of hard disk drared ceased accepting any additional orders cong
ReadyNAS products with hard disk drives at thementrprices and all shipments of ReadyNAS prodwitis hard disk drives were placed on holc
addition, all sales and marketing promotions inimivReadyNAS products were terminated temporaFilyther, we declared the existence of a f
majeure event under our contracts with certainarosts. Accordingly, our business was harmed. Gedeents or natural disasters that occur it
future may harm our business as well.

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 to exect
our business strategy effectively.

Our future success dependslamge part upon the continued services of our lemhnical, sales, marketing, finance and senior geman
personnel. In particular, the services of Patric8.@.o, our Chairman and Chief Executive Officehonhas led our company since its inception
very important to our business. We do not maingany key person life insurance policies. Our busine®del requires extremely skilled
experienced senior management who are able totasittighe rigorous requirements and expectatiormuobusiness. Our success depends on
management being able to execute at a very high. [€he loss of any of our senior management cerdthy research, development, sales or mark
personnel, particularly if lost to competitors, wbbharm our ability to implement our business gggtand respond to the rapidly changing needs of ou

18




Table of Contents

business. While we have adopted an emergency sicogsan for the short term, we have not formaltiopted a long term succession plan. .
result, if we suffer the loss of services of any lkexecutive, our long term business results mahdrened. While we believe that we have mitig.
some of the business execution and business cagtiigk with our recent reorganization into thiggsiness units, the loss of any key personnel v
still be disruptive and harm our business, espgaigen that our business is leanly staffed arigseon the expertise and high performance of ey
personnel. In addition, because we do not haverradolong term succession plan, we may not be &bleave the proper personnel in plac
effectively execute our long term business strai€fatrick Lo or other key personnel retire, resay are otherwise terminated.

We have been and will be investing increased addithal in-house resources on software research and developmewhich could disrupt our
ongoing business and present distinct risks from athistorically hardware-centric business.

We plan to continue to evolve our historically haedecentric business model towards a model that indugkere sophisticated softw:
offerings. As such, we will further evolve the fgcof our organization towards the delivery of mimtegrated hardware and software solutions fo
customers. While we have invested in software dgrekent in the past, we will be expending additioresources in this area in the future. ¢
endeavors may involve significant risks and undetitss, including distraction of management fromrent operations, insufficient revenue to of
liabilities assumed and expenses associated wétistilategy, inadequate return on capital, and uatiftkrl issues not discovered in our due dilige
Software development is inherently risky for a campsuch as ours with a historically hardweestric business model, and accordingly, our efm
software development may not be successful. Anyeaged investment in software research and developmay materially adversely affect
financial condition and operating results.

We may spend a proportionately greater amount ftwace research and development in the future.dfo&nnot proportionately decrease
cost structure in response to competitive pricegqurees, our gross margin and, therefore, our piofity could be adversely affected. In additidnyur
software solutions, pricing and other factors awe sufficiently competitive, or if there is an adse reaction to our product decisions, we may
market share in certain areas, which could adweedéct our revenue and prospects.

Software research and development is complex. W&t make longerm investments, develop or obtain appropriatellettual property ar
commit significant resources before knowing whettr predictions will accurately reflect customentand for our products and services. We
accurately forecast mixes of software solutions @ntfigurations that meet customer requirementd,vee& may not succeed at doing so within a ¢
product's life cycle or at all. Any delay in thevdéopment, production or marketing of a new sofewvsmlution could result in us not being amonc
first to market, which could further harm our corifpée position. In addition, our regular testingdaquality control efforts may not be effective
controlling or detecting all quality issues anded#$. We may be unable to determine the causeafirappropriate solution or offer a temporary &
address defects. Finding solutions to quality issoledefects can be expensive and may result iitiema warranty, replacement and other c«
adversely affecting our profits. If new or existiegstomers have difficulty with our software sabuts or are dissatisfied with our services,
operating margins could be adversely affected, wadtould face possible claims if we fail to meet oustomers' expectations. In addition, qu.
issues can impair our relationships with new ostxg customers and adversely affect our brandrapdtation, which could adversely affect
operating results.

As part of growing our business, we have made andgect to continue to make acquisitions. If we failo successfully select, execute or integre
our acquisitions, then our business and operatingesults could be harmed and our stock price could déne.

From time to time, we will undertake acquisitiomsadd new product lines and technologies, gain sal@s channels or enter into new <
territories. For example, in June 2012 and June 204 acquired select assets of two separate emgigegperations in India to enhance our wire
product offerings in our commercial business uadditionally in July 2012, we closed the acquigitiof privately held AVAAK, Inc., creators of t
VueZone®home video monitoring system, and in April 2013, elesed the acquisition of the AirCard businesSiefira Wireless, Inc. The AirCe
acquisition represents our largest acquisitionhhiat terms of consideration and headcount. Acqaisst involve numerous risks and challen
including but not limited to the following:

e integrating the companies, assets, systems, pmdales channels and personnel that we ac
» higher than anticipated acquisition and integratiosts and expens

« reliance on third parties to provide transitionvizes for a period of time after closing to ensameorderly transition of the busine
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e growing or maintaining revenues to justify the gwase price and the increased expenses associdkedoguisitions
e entering into territories or markets with which tave limited or no prior experien:
e establishing or maintaining business relationshijils customers, vendors and suppliers who may betoais
e overcoming the employee, customer, vendor and grgprnover that may occur as a result of the esitipn;

« disruption of, and demands on, our ongoing busiaess result of integration activities includingetision of management's time and atter
from running the day to day operations of our beisin

e inability to implement uniform standards, discloswontrols and procedures, internal controls oirential reporting and other procedt
and policies in a timely manner;

* inability to realize the anticipated benefits of sarccessfully integrate with our existing busingss businesses, products, technologie
personnel that we acquire; and

e potential postlosing dispute

As part of undertaking an acquisition, we may aigmificantly revise our capital structure or oginaal budget, such as issuing common ¢
that would dilute the ownership percentage of dackholders, assuming liabilities or debt, utiligia substantial portion of our cash resources #
for the acquisition or significantly increasing oping expenses. Our acquisitions have resultedrandin the future result in charges being takear
individual quarter as well as future periods, whiekults in variability in our quarterly earninds. addition, our effective tax rate in any partex
quarter may also be impacted by acquisitions. Ratig the closing of an acquisition, we may alsoehdisputes with the seller regarding contrax
requirements and covenants. Any such disputes radyrte consuming and distract management from @bpects of our business. In addition, il
continue to increase the pace or size of acquisitias we have done since r2idt2, we will have to expend significant managenten¢ and effol
into the transactions and the integrations and &g not have the proper human resources bandwidthdore successful integrations and accordi
our business could be harmed.

As part of the terms of acquisition, we may comimipay additional contingent consideration if certavenue or other performance milestc
are met. We are required to evaluate the fair vafteaich commitments at each reporting date anasattie amount recorded if there are changes
fair value.

We cannot ensure that we will be successful inctielg, executing and integrating acquisitions. eatarly with the acquisition of the AirCa
business of Sierra Wireless, our management has lhe@vily focused on executing a successful integragiven the size and significance of
acquisition. Failure to manage and successfullggrdte acquisitions, especially the AirCard businefsSierra Wireless, could materially harm
business and operating results. In addition, iflstmarket analysts or our stockholders do not suppdoelieve in the value of the acquisitions thva
choose to undertake, our stock price may decline.

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 erosiofgidy rapid reduction in the average unit sellipiices over their respective sales cycles. In «
to sell products that have a falling average ualtirgy price and maintain margins at the same time,need to continually reduce product
manufacturing costs. To manage manufacturing cegsnust collaborate with our third-party manufaets to engineer the most cedtective desig
for our products. In addition, we must carefullymage the price paid for components used in ourymtsd We must also successfully manage
freight and inventory costs to reduce overall paideosts. We also need to continually introduce meaducts with higher sales prices and ¢
margins in order to maintain our overall gross nregglf we are unable to manage the cost of oldedycts or successfully introduce new prod
with higher gross margins, our net revenue andaidlvgross margin would likely decline.

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

We are subject to income taxes in the United Statelsnumerous foreign jurisdictions. Our effectise rate has fluctuated in the past and
fluctuate in the future. Future effective tax ratesild be affected by changes in the compositiomarhings in countries with differing tax ra
changes in deferred tax assets and liabilitieghanges in tax laws. Numerous foreign jurisdictibase been influenced by studies performed b
OECD (Organization of Economic Cooperation and Digwaent) and are increasingly active in evaluatihgnges to their tax laws. The OECD, wl
represents a coalition of member countries, hagdyarious white papers addressing tax base arasid jurisdictional profit shifting (BEPS). Th
recommendations are aimed at combatting what tledigve is tax avoidance. Changes in tax laws caifflelct the distribution of our earnings
adversely affect our results.

We are also subject to examination by the InteRelenue Service, or IRS, and other tax authoritiediding state revenue agencies and fol
governments. While we regularly assess the likelihof favorable or unfavorable outcomes resultirgnf examinations by the IRS and other
authorities to determine the adequacy of our pronidor income taxes, there can be no assurandethaactual outcome resulting from th
examinations will not materially adversely affecir dinancial condition and operating results. Aduitlly, the IRS and several foreign tax authos
have increasingly focused attention on intercompesuysfer pricing with respect to sales of prodatd services and the use of intangible asset:
authorities could disagree with our intercompangrges, crosgirisdictional transfer pricing or other mattersdaassess additional taxes. If we do
prevail in any such disagreements, our profitabitiay be affected.

We must comply with indirect tax laws in multiple foreign jurisdictions. Audits of our compliance with these rules may result inadditional
liabilities for tax, interest and penalties relatedto our international operations which would reduceour profitability.

Our international operations are routinely subjecaudit by tax authorities in various countriesaiyl countries have indirect tax systems w
the sale and purchase of goods and services ajextstm tax based on the transaction value. Theesestare commonly referred to as vadukeled ta
(VAT) or goods and services tax (GST). Failuredamply with these systems can result in the assegsohadditional tax, interest and penalties. W
we believe we are in compliance with local lawgréhis no assurance that foreign tax authoritieseagyith our reporting positions and upon audit
assess us additional tax, interest and penalfigssloccurs and we cannot successfully defendoosition, our profitability will be reduced.

If our goodwill or intangible assets become impairé we may be required to record a significant chargéo earnings.

Under generally accepted accounting principlesreview our intangible assets for impairment wheargs or changes in circumstances indi
the carrying value may not be recoverable. Goodwillequired to be tested for impairment at leastually. Factors that may be considered v
determining if the carrying value of our goodwill intangible assets may not be recoverable includignificant decline in our expected future «
flows or a sustained, significant decline in ourc&tprice and market capitalization.

As a result of our acquisitions, we have signiftcgoodwill and intangible assets recorded on olerizee sheet. In addition, significant nega
industry or economic trends, such as those that leaeurred as a result of the recent economic downincluding reduced estimates of future
flows or disruptions to our business could indidht goodwill or intangible assets might be imedirlf, in any period our stock price decreasetbid
point where our market capitalization is less tban book value, this too could indicate a potentigbairment and we may be required to recor
impairment charge in that period. Our valuationhmoéblogy for assessing impairment requires managetaenake judgments and assumptions k
on projections of future operating performance. dperate in highly competitive environments and getpns of future operating results and «
flows may vary significantly from actual resultss A result, we may incur substantial impairmentgbsto earnings in our financial statements st
an impairment of our goodwill or intangible asdatsdetermined resulting in an adverse impact orresurlts of operations.

In the fourth fiscal quarter of 2013, we completedt annual impairment test of goodwill and detemdimo impairment existed as of Septer
30, 2013. We will continue to test goodwill for imipment at least annually at the business unitllewe more frequently if we become awar
changed conditions or situations since the prigzaimment testing that might call into question wiggtthe current balances are fairly recorded.
allocation of goodwill may have greater impactdertain of
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the business segments, as compared to the othreestsy We believe that our service provider busingst may be particularly susceptible to this
relative to our other two business units, due gchigher dependence on a limited number of custemed the potential impact of losing one or r
significant customers. Accordingly, the performante business unit may be adversely affected éyatlocation of goodwill.

We are subject to, and must remain in compliance wh, numerous laws and governmental regulations corening the manufacturing, use
distribution and sale of our products, as well asy such future laws and regulations. Some of our aiomers also require that we comply wit
their own unique requirements relating to these maers. Any failure to comply with such laws, regulaibns and requirements, and an
associated unanticipated costs, may adversely affaur business, financial condition and results obperations.

We manufacture and sell products which containtedlaic components, and such components may comtgiterials that are subject
government regulation in both the locations thatmanufacture and assemble our products, as wétleakcations where we sell our products.
example, certain regulations limit the use of l&aklectronic components. To our knowledge, we ma@tincompliance with all applicable curr
government regulations concerning the materializeti in our products, for all the locations in whiwe operate. Since we operate on a global
this is a complex process which requires contimuahitoring of regulations and an ongoing compliapoecess to ensure that we and our suppliel
in compliance with all existing regulations. Thare areas where new regulations have been enabied would increase our cost of the compor
that we utilize or require us to expend additioresources to ensure compliance. For example, tl@ &iSsed final rules in August 2012 regar
investigation and disclosure of the use of certegmflict minerals”in our products. These rules apply to our businmsd,we are expending signific
resources to ensure compliance. If there is antigigaited new regulation which significantly impsaur use of various components or requires
expensive components, that regulation would havetrial adverse impact on our business, finamciatition and results of operations.

One area which has a large number of regulatiotisei€nvironmental compliance. Management of enwirental pollution and climate char
has produced significant legislative and regulatffgrts on a global basis, and we believe thi$ edghtinue both in scope and the number of cous
participating. These changes could directly inceghg cost of energy which may have an impact ewtily we manufacture products or utilize en
to produce our products. In addition, any new ratyohs or laws in the environmental area mightease the cost of raw materials we use ir
products. Environmental regulations require usetbuce product energy usage, monitor and excludexpanding list of restricted substances ar
participate in required recover and recycling of ptoducts. While future changes in regulationscamrain, we are currently unable to predict how
such changes will impact us and if such impactshélmaterial to our business. If there is a newda regulation that significantly increases ouste
of manufacturing or causes us to significantlyrate way that we manufacture our products, thisld/diave a material adverse effect on our busi
financial condition and results of operations.

Our selling and distribution practices are alsaifeged in large part by U.S. federal and state el ag foreign antitrust and competition laws
regulations. In general, the objective of theseslasvto promote and maintain free competition bghfbiting certain forms of conduct that tenc
restrict production, raise prices, or otherwisetanthe market for goods or services to the degrimof consumers of those goods and sen
Potentially prohibited activities under these laway include unilateral conduct, or conduct undextelis the result of an agreement with one or
of our suppliers, competitors, or customers. Thiemtial for liability under these laws can be difit to predict as it often depends on a findingy tine
challenged conduct resulted in harm to competitsaich as higher prices, restricted supply, or agéaoh in the quality or variety of products avaik
to consumers. We utilize a number of differentrdistion channels to deliver our products to theé eonsumer, and regularly enter agreements
resellers of our products at various levels indtgribution chain that could be subject to scrytimder these laws in the event of private litigatol
an investigation by a governmental competition arith. In addition, many of our products are sotddonsumers via the Internet. Many of
competitionrelated laws that govern these Internet sales agopted prior to the advent of the Internet, asda aesult, do not contemplate or adc
the unique issues raised by online sales. Newpra&tions of existing laws and regulations, whethe courts or by the state, federal, or for
governmental authorities charged with the enforagroéthose laws and regulations, may also impactboisiness in ways we are currently unab
predict. Any failure on our part or on the partooir employees, agents, distributors or other bssipartners to comply with the laws and regula
governing competition can result in negative putyliand diversion of management time and effort ar&y subject us to significant litigation liabiét
and other penalties.

In addition to government regulations, many of oustomers require us to comply with their own regmients regarding manufacturing, he
and safety matters, corporate social responsipiityployee treatment, ardgorruption, use of materials and environmental eoms. Some custom
may require us to periodically report on compliamdgéh their unique requirements, and some customesgsrve the right to audit our business
compliance. We are increasingly subject to requiestsompliance with these customer requirements. é&xample, there has been significant fi
from our customers as well as the press regardorgocate social responsibility policies. We regiylaaudit our manufacturers; however,
deficiencies in compliance by our
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manufacturers may harm our business and our brhandddition, we may not have the resources to ramintompliance with these custor
requirements and failure to comply may result inrdased sales to these customers, which may hanatesial adverse effect on our business, fina
condition and results of operations.

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

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

Traditional retailers have limited shelf space anoimotional budgets, and competition is intenseHese resources. If the networking sector
not experience sufficient growth, retailers mayad®to allocate more shelf space to other consproduct sectors. A competitor with more exten
product lines and stronger brand identity may hgneater bargaining power with these retailers. Agguction in available shelf space or increi
competition for such shelf space would requireausitrease our marketing expenditures simply tonta& current levels of retail shelf space, wl
would harm our operating margin. Our traditiondhilecustomers have faced increased and significantpetition from online retailers. If we can
effectively manage our business amongst our omlirstomers and traditional retail customers, ouiness would be harmed. The recent trend il
consolidation of online retailers and DMR chanrtes resulted in intensified competition for prederproduct placement, such as product place
on an online retailer's Internet home page. Expandur presence in the VAR channel may be diffiemtl expensive. We compete with establi:
companies that have longer operating historieslamgstanding relationships with VARs that we wofitdl highly desirable as sales channel part
We also sell products to broadband service prosideéompetition for selling to broadband servicevjters is fierce and intense. Penetrating se
provider accounts typically involves a long salgsle and the challenge of displacing incumbent Bappwith established relationships and field-
deployed products. If we are unable to maintainexphnd our sales channels, our growth would bitgddrand our business would be harmed.

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

We depend on a limited number of third-party manufecturers 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 brand ma
suffer.

All of our products are manufactured, assemblestete and generally packaged by a limited numbetiofl party manufacturers, includi
original design manufacturers, or ODMSs, and orifieguipment manufacturers, as well as contract fia@twrers. In most cases, we rely on tl
manufacturers to procure components and, in sorsescaubcontract engineering work. Some of our ymsdare manufactured by a sir
manufacturer. We do not have any long-term corgradth any of our third-party manufacturers. Sonfigh@se thirdparty manufacturers prodc
products for our competitors. Due to weak econaroiuditions, the viability of some of these thpdrty manufacturers may be at risk. Our ODM'
increasingly refusing to work with us on certaimjpcts, such as projects for manufacturing prodfait®ur service provider customers. Because
service provider customers command significantuesss, including for software support, and demaxtdeenely competitive pricing, our ODMs
starting to refuse to engage on service providengeThe loss of the services of any of our printaigd-party manufacturers could cause a signifi
disruption in operations and delays in product ist@pts. Qualifying a new manufacturer and commengoigme production is expensive and t
consuming. For example, as a result of both ouil 013 acquisition of the AirCard business fronerga Wireless, Inc. and our July 2012 acquis
of AVAAK, Inc., we have commenced doing businesshwivo new contract manufacturers. Ensuring thabmatract manufacturer is qualified
manufacture our products to our standards is tiomseming. In addition, there is no assurance tl@ndract manufacturer can scale its productic
our products at the volumes and in the quality Watequire. If a contract manufacturer is unabldd these things, we may have to move produ
for the products to a new or existing third partgmafacturer which would take significant effort amat business may be harmed. In addition, a
contemplate moving manufacturing into differenigdictions, we will be subject to additional sigoéint challenges in ensuring that quality, procs
and costs, among other issues, are consistentonitlexpectations. For example, while we expectmanufacturers to be responsible for pene
assessed on us because of excessive failures g@irddects, there is no assurance that we will He &b collect such reimbursements from tt
manufacturers, which causes us to take on additicshafor potential failures of our products.

Our reliance on third-party manufacturers also eggaus to the following risks over which we haweitéd control:
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* unexpected increases in manufacturing and repais
» inability to control the quality and reliability dinished product:
» inability to control delivery schedule
» potential liability for expenses incurred byrthparty manufacturers in reliance on our forecasis [Hier prove to be inaccure
» potential lack of adequate capacity to manufacallrer 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 regufgtstandards and some of our products must atsives government certifications. Our tf
party manufacturers are primarily responsible foraming most regulatory approvals for our produdft®ur third party manufacturers fail to obt
timely domestic or foreign regulatory approval<ertificates, we would be unable to sell our prag@nd our sales and profitability could be redy,
our relationships with our sales channel could drented, and our reputation and brand would suffer.

Specifically, substantially all of our manufactginccurs in the Asia Pacific region and any disorst from natural disasters, health epidel
and political, social and economic instability webaiffect the ability of our third party manufacttg¢o manufacture our products. In addition, oind
party manufacturers in China have continued toeiase our costs of production, particularly in tletpcouple of years. If these costs contint
increase, it may affect our margins and abilityoteer prices for our products to stay competitiRecent labor unrest in China may also affect owd
party manufacturers as workers may strike and causéuction delays. If our third party manufactsréail to maintain good relations with th
employees or contractors, and production and matwiag of our products is affected, then we maysbigject to shortages of products and quali
products delivered may be affected. Further, if manufacturers or warehousing facilities are disrdr destroyed, we would have no other re:
available alternatives for manufacturing our pradwmd our business would be significantly harmed.

As we continue to work with more third party maraifaers on a contract manufacturing basis, we B® exposed to additional risks
inherent in a typical ODM arrangement. Such riskaynnclude our inability to properly source and lifyacomponents for the products, lack
software expertise resulting in increased softwgtects, and lack of resources to properly morthier manufacturing process. In our typical O
arrangement, our ODMs are generally responsibleséorcing the components of the products and wanghat the products will work agains
product's specification, including any softwaredfieations. In a contract manufacturing arrangetner would take on much more, if not all, of
responsibility around these areas. If we are unttbleroperly manage these risks, our products neaynbre susceptible to defects and our bus
would be harmed.

We are currently involved in numerous litigation méters 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 frequexiinsl and related litigation regard
infringement of patents, trade secrets and othefiéctual property rights. In particular, leadiogmpanies in the data communications markets,
of which are our competitors, have extensive pgbentfolios with respect to networking technologyom time to time, third parties, including th
leading companies, have asserted and may continassert exclusive patent, copyright, trademark @thdr intellectual property rights agains
demanding license or royalty payments or seekingneat for damages, injunctive relief and other k¢ legal remedies through litigation. Th
also include third-party nopracticing entities who claim to own patents orestintellectual property that cover industry staxdathat our produc
comply with. If we are unable to resolve these eratbr obtain licenses on acceptable or commeyaiedisonable terms, we could be sued or we
be forced to initiate litigation to protect our litg. The cost of any necessary licenses couldfgigntly harm our business, operating results
financial condition. We may also choose to joinethsive patent aggregation services in order togmteor settle litigation against such npracticing
entities and avoid the associated significant casi$ uncertainties of litigation. These patent aggtion services may obtain, or have previc
obtained, licenses for the alleged patent infringentlaims against us and other patent assetcdldd be used offensively against us. The cos
such defensive patent aggregation services, whilenpially lower than the costs of litigation, miag significant as well. At any time, any of thesan
practicing entities, or any other thipdrty could initiate litigation against us, or weyrbe forced to initiate litigation against thenhieh could divel
management attention, be costly to defend or puteeprevent us from using or selling the challentgchnology, require us to design arounc
challenged technology and cause the price of aekdb decline. In addition, third parties, some
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of whom are potential competitors, have initiated anay continue to initiate litigation against cuanufacturers, suppliers, members of our :
channels or our service provider customers or enehuser customers, alleging infringement of thedprietary rights with respect to existing or e
products. In the event successful claims of infeimgnt are brought by third parties, and we are len@bobtain licenses or independently dev
alternative technology on a timely basis, we maysbieject to indemnification obligations, be unatdeoffer competitive products, or be subjec
increased expenses. Finally, consumer casi®n lawsuits related to the marketing and peroice of our home networking products have
asserted and may in the future be asserted agangtor additional information regarding certaintloé lawsuits in which we are involved, see
information set forth under Note @ommitments and Contingenci@s,Notes to Consolidated Financial StatementsémI8 of Part Il of this Annu
Report on Form 16. If we do not resolve these claims on a favoraesis, our business, operating results and fiaaretindition could k
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 issuedriancial statements, could impact investor confiderin 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 aay our management on our internal control
financial reporting. Such report must contain amottger matters, an assessment of the effectivesfemsr internal control over financial reportinc
of the end of our fiscal year, including a statetrento whether or not our internal control ove&ficial reporting is effective. This assessmentt
include disclosure of any material weaknesses irirgarnal control over financial reporting ideiil by management. From time to time, we cor
internal investigations as a result of whistlebloweemplaints. In some instances, the whistleblos@mplaint may implicate potential areas
weakness in our internal controls. Although all Wmmomaterial weaknesses have been remediated, wetdaa certain that the measures we have
ensure that restatements will not occur in therutiExecution of restatements create a signifisamatin on our internal resources and could ¢
delays in our filing of quarterly or annual finaakresults, increase our costs and cause managehsémiiction. Restatements may also significi
affect our stock price in an adverse manner.

Continued performance of the system and processindeatation and evaluation needed to comply withti&®c404 is both costly al
challenging. During this process, if our managenigentifies one or more material weaknesses inirdernal control over financial reporting, we \
be unable to assert such internal control is dffectf we are unable to assert that our intermaitiol over financial reporting is effective astbé en
of a fiscal year or if our independent registereblic accounting firm is unable to express an apindn the effectiveness of our internal controlr
financial reporting, we could lose investor confide in the accuracy and completeness of our fiashmeports, which may have an adverse effe
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 revenuéncrease our expenses, damage
reputation and adversely affect our stock price.

Maintaining the security of our computer informatisystems and communication systems is a crit&sale for us and our customers. Hac
may develop and deploy viruses, worms and otheicioab software programs that are designed to latbax products and systems, including
internal network, or those of our vendors or cugtsnAdditionally, outside parties may attemptraufiulently induce our employees or users o
products to disclose sensitive information in ortegain access to our data or our customers' Watahave established a crisis management pla
business continuity program. While we regularlyt tbg plan and the program, there can be no assuthat the plan and program can withstar
actual or serious disruption in our business, idiclg a data protection breach or cybéiack. While we have established infrastructure geographi
redundancy for our critical systems, our abilityutdize these redundant systems requires furgtintg and we cannot be assured that such syste
fully functional. For example, much of our ordeffiflment process is automated and the order infiom is stored on our servers. A signific
business interruption could result in losses or alggs and harm our business. If our computer syséardsservers go down at the end of a f
quarter, our ability to recognize revenue may beyd until we are able to utilize badk- systems and continue to process and ship oerordihi
could cause our stock price to decline significarioreover, potential breaches of our security snees and the accidental loss, inadvertent dis@
or unapproved dissemination of proprietary infoliorator sensitive or confidential data about us or ocustomers, including the potential los:
disclosure of such information or data as a restilhacking, fraud, trickery or other forms of detiep, could expose us, our customers or
individuals affected to a risk of loss or misusetto§ information, result in litigation and poteaitiiability for us, damage our brand and reputatin
otherwise harm our business.

In connection with our acquisition of AVAAK, IncniJuly 2012, we expanded our business into offesisgmprehensive online service offe
with the new VueZone cloud monitoring service.Histcloud service is compromised by hackers, eaugtomer confidential information is acces
without authorization, our business will be harmEdrthermore, operating an online cloud servica i®w business for us and we may not hav
expertise to properly manage risks related to setarity and

25




Table of Contents

systems security. If we are unable to successfulgvent breaches of security relating to our VueZesarvice or customer private informat
including customer videos and customer personailifigation information, management would needpersd increasing amounts of time and effo
this area, and our business would be harmed.

Our business depends on our continued ability to dense necessary thirgbarty technology, which we may not be able to do onommercially
reasonable terms, if at all.

We license technology from third parties for theelepment of our products. We have licensed froirdtparties software, patents and o
intellectual property for use in our products armhf time to time we may elect or be required terige additional intellectual property. There ca
no assurance that we will be able to maintain bind4party licenses or that these licenses or the tdobies that are the subject of these licenses
not be the subject of dispute or litigation, orttheditional thirdparty licenses will be available to us on commdicieeasonable terms, if at all. T
inability to maintain or obtain thirgarty licenses required for our products or to ttgy@ew products and product enhancements couldreeqs tc
seek to obtain substitute technology of lower duadir performance standards, if such exists, ograater cost, which could seriously harm
competitive position, revenue and prospects.

The marketability of our AirCard products may suffer if wireless telecommunications operators do noteliver acceptable wireless services.

The success of the AirCard product line dependsairi, on the capacity, affordability, reliabilignd prevalence of wireless data netw
provided by wireless telecommunications operatard an which our AirCard products operate. Currentigrious wireless telecommunicati
operators, either individually or jointly with usell our products in connection with the sale @fithvireless data services to their customers. @ron
demand for wireless data access may be limitefbifexample, wireless telecommunications operatese or materially curtail operations, fa
offer services that customers consider valuabkcegptable prices, fail to maintain sufficient capato meet demand for wireless data access,
the expansion of their wireless networks and sesyidail to offer and maintain reliable wirelesswark services or fail to market their servi
effectively.

In addition, the future growth of our AirCard praddine depends on the successful deployment of gereration wireless data netwc
provided by third parties, including those netwoftecswhich we are currently developing productsthiése next generation networks are not depl
or widely accepted, or if deployment is delaye@réhwill be no market for the AirCard products we developing to operate on these networks. |
of these events occurs, or if for any other reaherdemand for wireless data access fails to gsa¥es of our products will decline or remain stad
and our business could be harmed.

If our products contain defects or errors, we couldncur significant unexpected expenses, experienpeoduct returns and lost sales, experienc
product recalls, suffer damage to our brand and reptation, and be subject to product liability or other claims.

Our products are complex and may contain defeatsrseor failures, particularly when first introdeet or when new versions are released.
industry standards upon which many of our prodaets based are also complex, experience changetiowerand may be interpreted in differ
manners. Some errors and defects may be discovatga@fter a product has been installed and usettidgndaser. For example, in January 2008
announced a voluntary recall of a Powerline EtheAdapter made for Europe and other countries essalt of a component failure under cer
operating conditions.

In addition, epidemic failure clauses are foundéntain of our customer contracts, especially @mtér with service providers. If invoked, th
clauses may entitle the customer to return forasghent or obtain credits for products and invegntas well as assess liquidated damage penaltd
terminate an existing contract and cancel futuréhen current purchase orders. In such instancesnay also be obligated to cover significant ¢
incurred by the customer associated with the caresrps of such epidemic failure, including freigimd transportation required for proc
replacement and out-@iecket costs for truck rolls to end user sitesditect the defective products. Costs or paymentsnage in connection with
epidemic failure may materially adversely affect oesults of operations and financial conditionodir products contain defects or errors, or ared
to be noncompliant with industry standards, we d@xperience decreased sales and increased pretlucts, loss of customers and market share
increased service, warranty and insurance costddition, our reputation and brand could be damaged we could face legal claims regarding
products. A product liability or other claim coutelsult in negative publicity and harm to our refiotg resulting in unexpected expenses and adw
impacting our operating results. For instance,thiied party were able to successfully overcomesieurity measures in our products, such a per
entity could misappropriate customer data, thirdypdata stored by our customers and other infdonaincluding intellectual property. In additit
the operations of our end-user customers may leerigted. If that happens, affected ers#rs or others may file actions against us altegioduc
liability, tort, or breach of warranty claims.
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If disruptions in our transportation network occur or our shipping costs substantially increase, we nyabe unable to sell or timely deliver ou
products and our operating expenses could increase.

We are highly dependent upon the transportatiotesys we use to ship our products, including surtame air freight. Our attempts to clos
match our inventory levels to our product demanerisify the need for our transportation systemfutwtion effectively and without delay. Ot
quarterly basis, our shipping volume also tendstéadily increase as the quarter progresses, whadns that any disruption our transportatic
network in the latter half of a quarter will likehave a more material effect on our business th#mesbeginning of a quarter.

The transportation network is subject to disruptimrcongestion from a variety of causes, includatgpr disputes or port strikes, acts of we
terrorism, natural disasters and congestion regultiom higher shipping volumes. For example, imeJ2013, a ship carrying containers of
products among its cargo sank, and the shipmentasasAlthough covered by insurance, this losstiedelays in delivery and our receipt of paymr
Labor disputes among freight carriers and at pafrisntry are common, particularly in Europe, andexpect labor unrest and its effects on ship
our products to be a continuing challenge for ust i@ternational freight is regularly subjecteditspection by governmental entities. If our deli
times increase unexpectedly for these or any attegons, our ability to deliver products on timeulldbe materially adversely affected and rest
delayed or lost revenue as well as customer imppsedlties. In addition, if increases in fuel psiaeccur, our transportation costs would lil
increase. Moreover, the cost of shipping our présllny air freight is greater than other methodantime to time in the past, we have shig
products using extensive air freight to meet unetgik spikes in demand, shifts in demand betweedugtocategories, to bring new proc
introductions to market quickly and to timely shipoducts previously ordered. If we rely more heavipon air freight to deliver our products,
overall shipping costs will increase. A prolongeansportation disruption or a significant incre&sehe cost of freight could severely disrupt
business and harm our operating results.

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

A substantial portion of our sales are on an opeditbasis, with typical payment terms of 30 todgs in the United States and, because of
customs or conditions, longer in some markets detfie United States. We monitor individual custofirancial viability in granting such open cre
arrangements, seek to limit such open credit toumtsowe believe the customers can pay, and mainésierves we believe are adequate to «
exposure for doubtful accounts.

In the past, there have been bankruptcies amongstustomer base. Although any resulting loss lashaen material to date, future losse
incurred, could harm our business and have a rahtadiverse effect on our operating results andnfifzh condition. To the degree that the re
turmoil in the credit markets makes it more difficior some customers to obtain financing, our costrs' ability to pay could be adversely impac
which in turn could have a material adverse impacour business, operating results, and finanoiadlition.
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We are expanding our operations and infrastructure which may strain our operations and increase our perating expenses.

We are expanding our operations and pursuing maggdrtunities both domestically and internationail order to grow our sales. As a resu
the acquisition of the AirCard business of Sierraeléss, we have added two new locations with @@epersonnel housed at each site, one in Car
California, and one in Richmond, British Columbile expect that this expansion will require enhare@nto our existing management informa
systems, and operational and financial controlsaddition, if we continue to grow, our expenditure#l likely be significantly higher than o
historical costs. We may not be able to installqadge controls in an efficient and timely mannepasbusiness grows, and our current systems
not be adequate to support our future operatiohs.difficulties associated with installing and implenting new systems, procedures and control:
place a significant burden on our management, tipeed and financial resources. In addition, if g@w internationally, we will have to expand i
enhance our communications infrastructure. In teeosd fiscal quarter of 2011, we reorganized owirt®ss into three business units: re
commercial, and service provider. Our reorganizaiito three business units may cause significestitatttion to our management and employees
example, channel and pricing conflicts may arisedrtain territories as each of our business unég engage in selling activities which may bei
that business unit at the expense of another besioeit. In addition, disclosures of previously +public information in connection with ¢
reorganization may also provide our competitordiwirategic data which may put us at a competdigadvantage and harm our business. Thes:
disclosures about our performance may also causstock price to decline. As part of this expansioml reorganization, we have also comme
utilizing an alternative customer support modeldertain of our end user technical support serviths alternative model permits a customer suj
agent to attempt to sell additional services angdrfoducts to an end user who calls for technicppeu. If we are unable to successfully manage
alternative model, our end user customers may bedoastrated with the customer experience and cpasghasing our products, and our busi
would be harmed. If we fail to continue to imprawmer management information systems, procedurediaadcial controls or encounter unexpet
difficulties during expansion and reorganizationr business could be harmed.

For example, we have invested, and will continumtest, significant capital and human resourcabéndesign and enhancement of our fina
and enterprise resource planning systems, which Imeagtisruptive to our underlying business. We ddpem these systems in order to timely
accurately process and report key components ofesults of operations, financial position and cteWs. If the systems fail to operate approprig
or we experience any disruptions or delays in eaingntheir functionality to meet current businesguirements, our ability to fulfill customer ords
bill and track our customers, fulfill contractudiligations, accurately report our financials ankeotvise run our business could be adversely affe
Even if we do not encounter these adverse efféfiesenhancement of systems may be much more dbstlywe anticipated. If we are unable
continue to enhance our information technology esyst as planned, our financial position, resultemdrations and cash flows could be negat
impacted.

We invest in companies for both strategic and finagial reasons, but may not realize a return on oumivestments.

We have made, and continue to seek to make, ineessnin companies around the world to further aratsgic objectives and support our
business initiatives. These investments may incagiéty or debt instruments of public or privatemanies, and may be nomarketable at the time
our initial investment. We do not restrict the tgpef companies in which we seek to invest. Thesepamies may range from eadyage compani
that are often still defining their strategic ditiea to more mature companies with establishedmeeestreams and business models. If any compi
which we invest fails, we could lose all or partonir investment in that company. If we determireg #n other-thatemporary decline in the fair val
exists for an equity or debt investment in a publiprivate company in which we have invested, vilkhave to write down the investment to its
value and recognize the related widian as an investment loss. The performance ofoéutlgese investments could result in significanp&inmen
charges and gains (losses) on other equity investn®/e must also analyze accounting and legaéssathen making these investments. If we dt
structure these investments properly, we may bgsuto certain adverse accounting issues, suplot@stial consolidation of financial results.

Furthermore, if the strategic objectives of an Biwgent have been achieved, or if the investmenbusiness diverges from our strate
objectives, we may seek to dispose of the investnt@ar nonmarketable equity investments in private compaaresnot liquid, and we may not
able to dispose of these investments on favoratas or at all. The occurrence of any of these tsveould harm our results. Gains or losses
equity securities could vary from expectations aejireg on gains or losses realized on the sale crange of securities and impairment charges re
to debt instruments as well as equity and othezstments.
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We are exposed to adverse currency exchange rateidtuations in jurisdictions where we transact in leal currency, which could harm oul
financial results and cash flows.

Because a significant portion of our business imoated outside the United States, we face expdsuadverse movements in foreign curre
exchange rates. These exposures may change oweasirhusiness practices evolve, and they could hawaterial adverse impact on our resul
operations, financial position and cash flows. Aligh a portion of our international sales are aulyeinvoiced in United States dollars, we h
implemented and continue to implement for certaiantries and customers both invoicing and paymefrieign currencies. Our primary exposur
movements in foreign currency exchange rates relaienont.S. dollar denominated sales in Europe, JapanAargiralia as well as our glot
operations, and nod-S. dollar denominated operating expenses andinassets and liabilities. In addition, weaknegsdsreign currencies for U.
dollar denominated sales could adversely affectadehior our products. Conversely, a strengtheninfgrieign currencies against the U.S. dollar ¢
increase foreign currency denominated costs. Assaltrwe may attempt to renegotiate pricing of @xiscontracts or request payment to be ma
U.S. dollars. We cannot be sure that our customverdd agree to renegotiate along these lines. @igd result in customers eventually termina
contracts with us or in our decision to terminagain contracts, which would adversely affect sales.

We implemented a hedging program in November 260d8tge exposures to fluctuations in foreign cuyesxchange rates as a response t
risks of changes in the value of foreign curreneypaminated assets and liabilities. We may enter fioteign currency forward contracts or of
instruments, the majority of which mature withinpapximately five months. Our foreign currency fordaontracts reduce, but do not eliminate
impact of currency exchange rate movements. Fompieg we do not execute forward contracts in atfrencies in which we conduct business
addition, in the second fiscal quarter of 2009,a@emmenced implementation of a hedging programdaae the impact of volatile exchange rate
net revenues, gross profit and operating profitlifaited periods of time. However, the use of shellging activities may only offset a portion of
adverse financial effect resulting from unfavoramevements 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 nexclusive patented hardware and software licenglgtgiin technologies that are incorporated into
necessary for the operation and functionality ostaf our products. In these cases, because thkeitual property we license is available fronrd
parties, barriers to entry into certain markets ayower for potential or existing competitorsritibwe owned exclusive rights to the technologa
we license and use. Moreover, if a competitor deptial competitor enters into an exclusive arranget with any of our key thirgarty technolog
providers, or if any of these providers unilatgralecide not to do business with us for any reasanability to develop and sell products contaj
that technology would be severely limited. If we ahipping products that contain thjpdrty technology that we subsequently lose thet tighicense
then we will not be able to continue to offer opgart those products. In addition, these licenseshaequire royalty payments or other considen
to the third party licensor. Our success will dehein part, on our continued ability to access ¢hechnologies, and we do not know whether 1
third-party technologies will continue to be licensedus on commercially acceptable terms, if at allwg are unable to license the neces
technology, we may be forced to acquire or develtgrnative technology of lower quality or performea standards, which would limit and delay
ability to offer new or competitive products andr@ase our costs of production. As a result, ouiging, market share, and operating results cou
significantly harmed.

We also utilize thirdearty software development companies to develogtoouize, maintain and support software that is fipoated into ot
products. If these companies fail to timely delieercontinuously maintain and support the softwasewe require of them, we may experience d
in releasing new products or difficulties with sopjing existing products and customers. In addjtibthese thirdparty licensors fail or experier
instability, then we may be unable to continue &l products that incorporate the licensed techgiek in addition to being unable to continu
maintain and support these products. We do re@siceow arrangements with respect to certain théndy software which entitle us to certain limi
rights to the source code, in the event of cerfailures by the third party, in order to maintaindasupport such software. However, there i
guarantee that we would be able to understand sedhe source code, as we may not have the expttdo so. We are increasingly exposed to-
risks as we continue to develop and market mordymts containing thirgharty software, such as our TV connectivity, saguaind network attach
storage products.
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If the redemption rate for our end-user promotional programs is higher than we estimad, then our net revenue and gross margin will t
negatively affected.

From time to time we offer promotional incentives;luding cash rebates, to encourage esers to purchase certain of our products. Purcé
must follow specific and stringent guidelines tdeem these incentives or rebates. Often qualifiedh@sers choose not to apply for the incentiv
fail to follow the required redemption guidelinessulting in an incentive redemption rate of ldent100%. Based on historical data, we estime
incentive redemption rate for our promotional pergs. If the actual redemption rate is higher thanestimated rate, then our net revenue and
margin will be negatively affected.

If we are unable to secure and protect our intelldgaal property rights, our ability to compete could be harmed.

We rely upon third parties for a substantial portiof the intellectual property that we use in owoducts. At the same time, we rely o
combination of copyright, trademark, patent andldéraecret laws, nondisclosure agreements with greesy consultants and suppliers and «
contractual provisions to establish, maintain aratqzt our intellectual property rights. Despitéoés to protect our intellectual property, unauthec
third parties may attempt to design around, coeets of our product design or obtain and use t@olgy or other intellectual property associatech
our products. For example, one of our primary Iatglal property assets is the NETGEAR name, tradkrand logo. We may be unable to stop |
parties from adopting similar names, trademarkslagds, particularly in those international marketsere our intellectual property rights may be
protected. Furthermore, our competitors may inddpetly develop similar technology or design arownn intellectual property. Our inability
secure and protect our intellectual property rigiaisid significantly harm our brand and busineggrating results and financial condition.

Our sales and operations in international markets xpose us to operational, financial and regulatoryisks.
International sales comprise a significant amodituw overall net revenue. International sales Wt of overall net revenue in fiscal 2013

48% in fiscal 2012. We continue to be committedgtowing our international sales and while we hawenmitted resources to expanding
international operations and sales channels, thfégds may not be successful. International op@natare subject to a number of other risks, inclgn

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

» potential for violations of antterruption laws and regulations, such as thoseeel® bribery and frau

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

» exchange rate fluctuatiol

* increased difficulty in managing inventa

» delayed revenue recognitit

» less effective protection of intellectual prope

e stringent consumer protection and product compéaragulations, including but not limited to the Riesion of Hazardous Substan
directive, the Waste Electrical and Electronic pgquént directive and the recently enacted Europeandé&sign directive, or EuP, that
costly to comply with and may vary from countryckuntry;

» difficulties and costs of staffing and managingefign operation:

* business difficulties, including potential bankmeypor liquidation, of any of our worldwide third g logistics providers; ar

» changes in local tax laws or changes in the enfoece, application or interpretation of such le

While we believe we generally have good relatiorith wur employees, employees in certain jurisditithave rights which give them cert

collective rights. If management must expend sigaift resources and effort to address and comply these rights, our business may be harmec
are also required to comply with local environmétegislation and our customers rely
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on this compliance in order to sell our product@ur customers do not agree with our interpretegtiand requirements of new legislation, such s
EuP, they may cease to order our products andesenue would be harmed.

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

Any additional governmental regulation of importsexports or failure to obtain required export aya of our encryption technologies ca
adversely affect our international and domestiesallhe United States and various foreign govertsnkave imposed controls, export lice
requirements, and restrictions on the import oroexpf some technologies, particularly encrypti@chnology. In addition, from time to tin
governmental agencies have proposed additionallaggu of encryption technology, such as requirthg@ escrow and governmental recover
private encryption keys. In response to terrorgdivily, governments could enact additional regolator restriction on the use, import, or expot
encryption technology. This additional regulatidneacryption technology could delay or prevent #teeptance and use of encryption product:
public networks for secure communications, resgliim decreased demand for our products and servicezddition, some foreign competitors
subject to less stringent controls on exportingrteiecryption technologies. As a result, they mayable to compete more effectively than we cainé
United States and the international Internet secuanarket.

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

Although we have not recognized any material logsesur cash equivalents and sherm investments, future declines in their markatig:
could have a material adverse effect on our firrandition and operating results. Given the glotagure of our business, we have investments
both domestic and international financial instiat. Accordingly, we face exposure to fluctuatioménterest rates, which may limit our investrr
income. If these financial institutions defaulttheir obligations or their credit ratings are néggy impacted by liquidity issues, credit detedtion ol
losses, financial results, or other factors, theev®f our cash equivalents and sherm investments could decline and result in a rmedt@npairment
which could have a material adverse effect on manfcial condition and operating results.

Economic conditions, political events, war, terrorsm, public health issues, natural disasters and ogh circumstances could materially adversel
affect us.

Our corporate headquarters are located in Nortladifornia and one of our warehouses is locate&anthern California, both of which
regions known for seismic activity. Significantlyl af our critical enterprisevide information technology systems, including ooain servers, a
currently housed in colocation facilities in Megajzona. While our critical information technologystems are located at colocation facilities
different geographic region in the United States, lreadquarters and warehouses remain suscemibkigmic activity so long as they are locate
California. In addition, substantially all of ouramufacturing occurs in two geographically concdettaareas in mainland China, where disrup
from natural disasters, health epidemics and palitisocial and economic instability may affect tlegion. If our manufacturers or warehou:
facilities are disrupted or destroyed, we wouldibable to distribute our products on a timely haslsich could harm our business.

We depend significantly on worldwide economic cdiodis and their impact on consumer spending lewglich have recently deteriora
significantly in many countries and regions, inéhgiwithout limitation the United States, and maynain depressed for the foreseeable future. Fi
that could influence the levels of consumer spemditiude increases in fuel and other energy casigditions in the residential real estate
mortgage markets, labor and healthcare costs, sidoesredit, consumer confidence and other macrago@ factors affecting consumer spent
behavior.

In addition, war, terrorism, geopolitical uncert#s, public health issues, and other businessriqggons have caused and could cause dam:
disruption to international commerce and the gladm@dnomy, and thus could have a strong negativeeteéin us, our suppliers, logistics provid
manufacturing vendors and customers. Our busingsstions are subject to interruption by naturahsiiers, fire, power shortages, terrorist att;
and other hostile acts, labor disputes, publicthessues, and other events beyond our controlekample, labor disputes at manufacturing facliti
China occurred in 2010 and have led to workersgyoim strike. The recent trend of labor unrest condéderially affect our thirgbarty manufacturel
abilities to manufacture our products. In additiath of our major direct and indirect suppliershafrd disk drives have been affected by record fluy
in Thailand in the third fiscal quarter of 2011dahey informed us that our supply chain would bastrained for an indefinite amount of time, u
six months in some cases. Some therefore declafect@ majeure event and have stated that, iniaddib and because of the supply constre
pricing for hard disk drives would increase sigrafitly until they were able to stabilize the sitorat As a result, we experienced increased pricelse
cost of hard disk drives and ceased accepting ahgr® containing ReadyNAS products with hard digkes. In addition, all sales and marke
promotions involving ReadyNAS products were terrteédaemporarily. Further, we declared the existesfce force majeure event under our conti
with certain customers. Accordingly, our business Wwarmed. Furthermore, earthquakes and resuliatgan threats and tsunamis in Japan
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in March 2011 caused some disruption to our supphaw materials and components for our productsiampacted our operating results in Japan.

Such events could decrease demand for our produetse it difficult or impossible for us to make adeliver products to our customers o
receive components from our suppliers, and creatayd and inefficiencies in our supply chain. Sdouoiajor public health issues, includ
pandemics, arise, we could be negatively affecfechbre stringent employee travel restrictions, tiddal limitations in freight services, governmd
actions limiting the movement of products betweegiaons, delays in production ramps of new produaisg] disruptions in the operations of
manufacturing vendors and component suppliers.

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

Our principal administrative, sales, marketing aesearch and development facilities currently ogcapproximately 142,700 square feet ir
office complex in San Jose, California, under adethat expires in March 2018.

Our international headquarters occupy approximal€lyp00 square feet in an office complex in CorkJand, under a lease entered int
February 2006 and expiring in December 2026. Oterirational sales personnel are based out of lealals offices or home offices in Aust
Australia, Belgium, Canada, China, Czech RepubBlEnmark, France, Germany, Hong Kong, India, Itdgpan, Korea, Luxembourg, Poland, Ru
Singapore, Spain, Sweden, Switzerland, the Netheslathe United Arab Emirates, and the United KorgdWe also have operations personnel
a leased facility in Hong Kong. We also maintaise@ch and development facilities in Atlanta, Qrts Chicago, Beijing and Nanjing Chi
Richmond B.C., and in Taipei, Taiwan. From timeitoe we consider various alternatives related tolongterm facilities needs. While we belie
our existing facilities provide suitable space éor operations and are adequate to meet our imteedéeds, it may be necessary to lease addi
space to accommodate future growth. We have indéstieternal capacity and strategic relationshiith outside manufacturing vendors as need
meet anticipated demand for our products.

We use third parties to provide warehousing sesvitee us, consisting of facilities in Southern Qatifia, Australia, Hong Kong and
Netherlands

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

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

Item 4. Mine Safety Disclosures
Not applicable.

PART Il

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

Our common stock has been quoted under the syM\JI0ER” on the Nasdag National Market from July 31, 2003uly 1, 2006, and on the Nas
Global Select Market since then. Prior to that tithere was no public market for our common stddie following table sets forth for the indica

periods the high and low intraday sales priceotorcommon stock on the Nasdaq
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markets. Such information reflects interdealergsjavithout retail markup, markdown or commissiamg may not represent actual transactions.

Fiscal Year Ended December 31, 2012 High Low

First Quarter $ 43.4¢ $ 34.0¢
Second Quarter 40.0¢ 28.9¢
Third Quarter 40.42 28.6¢
Fourth Quarter 39.4¢ 32.4¢
Fiscal Year Ended December 31, 2013 High Low

First Quarter $ 40.97 $ 32.1(
Second Quarter 34.2¢ 26.82
Third Quarter 33.9C 28.1:
Fourth Quarter 33.4¢ 28.21

Company Performance

Notwithstanding any statement to the contrary ig ahour previous or future filings with the SE@e tfollowing information relating to the pri
performance of our common stock shall not be deefiled” 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@de 2008 through December 31, 2013 of cumulatit@ return for our common stock,
Nasdaq Composite Index and the Nasdag Computex.rfigch returns are based on historical results amednot intended to suggest fut
performance. Data for the Nasdaq Composite Indextlam Nasdag Computer Index assume reinvestmativioends. We have never paid divide
on our common stock and have no present plans sodo
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December 31, 20C December 31, 20C

December 31, 201

December 31, 201 December 31, 201 December 31, 201

NETGEAR, Inc. $ 100.0¢ $ 190.1(
NASDAQ Computer Index $ 100.0¢ $ 170.8:
NASDAQ Composite Index $ 100.0¢ $ 143.8¢

Holders of Common Stock

On February 20, 2014, there were 23 stockholdersaufrd.

$
$
$

295.1¢ $ 2904.2; % 34557 $ 288.6¢
200.6: $ 201.6C % 226.7¢ $ 299.1¢
168.2: $ 165.1¢ $ 19147 $ 264.8¢

The number of record holders is based upon theabotumber of holders registered on our books ah slate and does not include holder
shares in “street namest persons, partnerships, associations, corpomatimnother entities identified in security positistings maintained

depository trust companies.

Dividend Policy

We have never declared or paid cash dividends oeapital stock. We do not anticipate paying casiddnds in the foreseeable future.

Repurchase of Equity Securities by the Company

Total Number of

Total Number of Shares
Purchased as Part of Publicly
Announced Plans or Programs

Maximum Number of Shares that
May Yet Be Purchased Under the

Period Shares Purchased (2) Average Price Paid per Share 1) Plans or Programs
September 30, 2013 - October 27, 2013 — 8 = — 4,831,22!
October 28, 2013 - November 24, 2013 153431 $ 31.31 1,534,31! 3,296,90.
November 25, 2013 - December 31, 2013 470,617 $ 32.0¢ 470,61 2,826,28:
Total 2,004,93° ¢ 31.47 2,004,93:

(1) On October 21, 2008, the Board of Directors autteatithe repurchase of up to 6.0 million sharesuofautstanding common stock. Under this authokratthe timing and actt
number of shares subject to repurchase are atisiceetion of management and are contingent on abeuraf factors, such as levels of cash generatiom foperations, ca
requirements for acquisitions and the price of cmmon stock. During the year ended December 313 2€he Company repurchased 2.0 million shares, proximately $63.
million of common stock under this authorizatioruridg the years ended December 31, 2012 and 20&1Company did not repurchase any shares undeaukiiorization.

(2) We did not repurchase any shares to help admitiigtha facilitate the withholding and subsequenmittance of personal income and payroll taxes falividuals receiving RSU
during the three months ended December 31, 2@@ring the three months ended December 31, 20&2repurchased 917 shares, or approximately $340@@mmon stocl

respectively, to help facilitate tax withholding RSUs.
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ltem 6. Selected Financial Data

The following selected consolidated financial data qualified in their entirety, and should be r@adonjunction with, the consolidated finan
statements and related notes thereto, and “ManageniXscussion and Analysis of Financial Conditéomd Results of Operationsicluded elsewhe
in this Form 10-K.

We derived the selected consolidated statementpefations data for the years ended December 313 2012 and 201&nd the selectt
consolidated balance sheet data as of Decembe203B, and 2012rom our audited consolidated financial statemexggpearing elsewhere in t
Form 10-K. We derived the selected consolidatetestant of operations data for the years ended Deee81, 2010 and 2008nd the selectt
consolidated balance sheet data as of Decemb@031,, 2010 and 200f8om our audited consolidated financial statementsch are not included
this Form 10-K. Historical results are not necefsardicative of results to be expected for futyeriods.

Consolidated Statement of Operations Data:

Year Ended December 31,

2013 (1) 2012 2011 2010 2009
(In thousands, except per share data)
Net revenue $ 1,369,63: $ 1,27192. % 1,181,010 % 902,05: $ 686,59!
Cost of revenue (3) 976,01¢ 888,36 811,57: 602,80! 480,19¢
Gross profit 393,61! 383,55¢ 369,44¢ 299,24 206,40(
Operating expenses:
Research and development (3) 85,16¢ 61,06¢ 48,69¢ 39,97 30,05¢
Sales and marketing (3) 153,80 149,76¢ 154,56: 131,57( 106,16:
General and administrative (3) 48,91¢ 45,027 39,42¢ 36,22( 32,723
Restructuring and other charges 5,33¢ 1,19(C 2,094 (89) 80¢
Technology license arrangements — — — — 2,50(C
Litigation reserves, net 5,35¢ 39C (201) 211 2,08(
Impairment of Intangibles 2,00¢ — — — —
Total operating expenses 300,57¢ 257,43¢ 244 57" 207,88! 174,33:
Income from operations 93,03¢ 126,11« 124,86¢ 91,36: 32,06¢
Interest income 40C 49¢ 477 42¢ 62¢
Other income (expense), net (457) 2,67( (1,136 (564) (228
Income before income taxes 92,98: 129,28: 124,21( 91,22+ 32,567
Provision for income taxes 37,76 42,74 32,84: 40,31t 23,23¢
Net income $ 55,217 $ 86,53¢ $ 91,36¢ $ 50,90¢ $ 9,33:
Net income per share:
Basic (2) $ 144  $ 227 % 24¢ $ 144 % 0.27
Diluted (2) $ 14z  $ 22 % 241 % 141 $ 0.27

(1) Includes the impact of AirCard acquisitionf&eo Note 2Business Acquisitioria Notes to Consolidated Financial StatementsamI8 of Part Il of this Annual Report on Form 10-
K.

(2) Information regarding calculation of per shdega is described in Note [8et Income Per Sharen Notes to Consolidated Financial Statementteim 8 of Part 11 of this Annual
Report on Form 10-K.
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(3) Stockbased compensation expense was allocated as fc

Cost of revenue

Research and development
Sales and marketing
General and administrative

Consolidated Balance Sheet Data:

Cash, cash equivalents and short-term investments
Working capital

Total assets

Total current liabilities

Total non-current liabilities

Total stockholders' equity

Year Ended December 31,

36

2013 2012 2011 2010 2(
(In thousands)
$ 1577 % 1,347 $ 99¢ $ 91z %
3,94 2,78 2,47¢ 2,271
5,37¢ 4,75] 5,13¢ 4,71(
6,56: 5,48 5,151 4,307
As of December 31,
2013 2012 2011 2010 2009
(In thousands)
$ 248,15: % 376,877 % 353,69¢ $ 270,73 $ 247,10(
$ 500,02t $ 603,27¢ $ 525,26¢ $ 413,32: $ 339,11¢
$ 1,093,931 $ 1,034,56¢ $ 971,37(  $ 780,32.  $ 633,12:
$ 300,08: $ 260,93( $ 308,96. $ 254,720  $ 195,60¢
$ 20,06 % 19,02¢ % 23,65 $ 25,16: $ 23,35¢
$ 773,780 % 754,61: $ 638,75° $ 500,43t $ 414,15¢
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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 ouafficial condition and results of operations togetleéth the audited consolidated financ
statements and notes to the financial statementsded elsewhere in this Form 10-K. This discussimmains forwardeoking statements that invo
risks and uncertainties. The forwaldeking statements are not historical facts, buhex are based on current expectations, estimatesymptior
and projections about our industry, business artdr&ufinancial results. Our actual results couldfdi materially from the results contemplatec
these forward-looking statements due to a numb&abrs, including those discussed under “RisktBeg’ in Part I, Item 1A above.

Business and Executive Overview

We are a global networking company that deliver®uative products to consumers, businesses anitsgmoviders. Our products are built ¢
variety of proven technologies such as wireleskeftet and powerline, with a focus on reliabilitydeease-ofise. Our product line consists of wi
and wireless devices that enable networking, braadtaccess and network connectivity. These prodaretsavailable in multiple configurations
address the needs of our end-users in each gedgragion in which our products are sold.

We operate in three specific business segmentsil,rebmmercial, and service providdtach business unit is managed by a Senior
President/General Manager. We believe this stractmables us to better focus our efforts on oue castomer segments and allows us to be
nimble and opportunistic as a company overall. Téil business unit is focused on individual conets and consists of high performai
dependable and easy4ise home networking, home video monitoring, storay digital media products. The commercial busingst is focused ¢
small and medium size businesses and consists sdfidas networking, storage and security solutitias Ibring enterprise class functionality a
affordable price. The service provider business isnfocused on the service provider market andsisté of made-t@rder and retail proven, whe
home networking hardware and software solutionsyel$ as 4G LTE hotspots sold to service providerssale to their subscriberg/e conduc
business across three geographic regions: Amegzaspe, Middle-East and Africa (“EMEA”) and Asiaéific (“APAC”").

Our service provider business has grown substintialer the years, particularly as a result of asitjons, and it is difficult to ascertair
seasonal pattern given that the business is lesigable than our other core businesses. The cooaheusiness, consumer, and broadband se
provider markets are intensely competitive and esttbjo rapid technological change. We believe thatprincipal competitive factors in the ret
commercial, and service provider markets for nekivgy products include product breadth, size angbsad the sales channel, brand name, timel
of new product introductions, product availabilijgrformance, features, functionality and relidpjlease-ofnstallation, maintenance and use,
customer service and support. To remain competitinge believe we must continue to aggressively ihvesources in developing new products
enhancing our current products while continuingtpand our channels and maintaining customer aatish worldwide.

We sell our networking products through multipléesachannels worldwide, including traditional réges, online retailers, wholesale distribut
direct market resellers (‘DMRs”), value-added rk=ssl (“VARs”), and broadband service providers. Our retail chammsldes traditional rete
locations domestically and internationally, suctBast Buy, Costco, Fry’s Electronics, K-mart, Ra8ioack, Sears, Staples, Target, Walrt, Argos
(U.K\)), Dixons (U.K.), PC World (U.K.), MediaMarKGermany, Austria), Dick Smith (Australia), JB HifAustralia), Elkjop (Norway) and Leno
(China). Online retailers include Amazon.com, Ddlewegg.com and Buy.com. Our DMRs include CDW Caoafion, Insight Corporation and |
Connection in domestic markets and Misco throughwrope. In addition, we also sell our productotigh broadband service providers, suc
multiple system operators (“MSOs"RSL, and other broadband technology operators diralg and internationally. Some of these retailanc
broadband service providers purchase directly fasinwhile others are fulfilled through wholesalstdbutors around the world. A substantial por
of our net revenue to date has been derived fréimited number of wholesale distributors and reta) including Ingram Micro and Best Buy.
expect that these wholesale distributors and sgtawill continue to contribute a significant pertage of our net revenue for the foreseeable future

In 2013, we continued to grow the business. On April 2120~ve acquired the select assets and operatiotie @ierra Wireless, Inc. AirCe
business ("AirCard"), including customer relatioipsh certain intellectual property, inventory anepgerty andequipment. We added 161 AirC
employees as a result of the acquisition. We beltee AirCard acquisition will accelerate the mebilitiative of our service provider business ua
become a global leader in providing the latest TELdata networking access devices. The acquisgisalified as a business combination and
accounted for using the acquisition method of antiog. On June 21, 2013, we acquired certain assetisoperations of Arada Systems,
("Arada”). We believe the Arada acquisition will bolster ouireless product offerings in our commercial businasit and strengthen our mai
position in the small to medium size campus wirele&N market. The acquisition qualified as a bussneombination and was accounted for usin
acquisition method of accounting.
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During the fourth quarter of 2013, we incurred stmecturing charge of appropriately $3.2 millioteted to the consolidation of certain teams
locations to drive efficiencies and realign resegrto better focus on key growth markets. As alwaygsremain focused on long term growth drive
our mission to connect everyone to the high spasgtriet. We will continue to invest in the growtlarkets of the Smart Home, access network
cloud computing and LTE gateways.

We experienced revenue growth of 7.7% during figealr 2013 The increase in net revenue was primarily atteble to increased sales of
mobile products acquired through our acquisitiomAafCard, home security monitoring and automatiooducts, and switches, partially offset t
decrease in sales of our broadband gateways. @ographic basis, net revenue increased in the Aasednd APAC regions, and decreased il
EMEA region. On a segment basis, net revenues &lbbrusiness units increased. The increase insepriovider business unit net revenue was la
driven by our mobile products acquired through acguisition of AirCard. The increase in commertiasiness unit net revenue was primarily dt
increased sales of our switches. The increasdail beisiness unit net revenue was primarily due¢oeased sales of our multimedia products.

Looking forward, we expect to see continued suc@essur retail business unit, driven by sales of bigh-end AC WiFi router, which wi
expand to both Europe and Asia, and our two neweaaxtenders, which will be introduced worldwidethie first quarter of 2014. We also expec
see growth in our commercial business unit, driverour 10Gig and PoE switches as well as high émréige products. In addition, we remain pos
on the product opportunities from combining AirCarengineering strength in LTE and NETGEAR’s stribnig WiFi.

Critical Accounting Policies and Estimates

Our consolidated financial statements have beepapeel in accordance with accounting principles galyeaccepted in the United States
America and pursuant to the rules and regulatidnBeoSEC. The preparation of these financial stetgs requires management to make assumg
judgments and estimates that can have a signifiogpdct on the reported amounts of assets, ligslirevenues and expenses. We base our est
on historical experience and on various other apsioms believed to be applicable and reasonablerntig circumstances. Actual results could d
significantly from these estimates. These estimatey change as new events occur, as additionatniafiion is obtained and as our opere
environment changes. On a regular basis we evaiatassumptions, judgments and estimates and otekeges accordingly. We also discuss
critical accounting estimates with the Audit Comtest of the Board of Directors. Note The Company and Summary of Significant Accou
Policies, of the Notes to Consolidated Financial Statemehtiis Annual Report on Form I-describes the significant accounting policiescui
the preparation of the consolidated financial stetets. We have listed below our critical accountiugicies that we believe to have the gre:
potential impact on our consolidated financial eta¢nts. Historically, our assumptions, judgmentd astimates relative to our critical accoun
policies have not differed materially from actuasults.

Revenue Recognition

Refer to Note 1The Company and Summary of Significant AccountoigiPs, of the Notes to Consolidated Financial Statemehthis Annua
Report on Form 1@ for a discussion of our revenue recognition gec Revenue from product sales is generally reizedrat the time the produc
shipped, provided that persuasive evidence of emngement exists, title and risk of loss has temefl to the customer, the selling price is fixe
determinable and collection of the related recdivab reasonably assured. Currently, for some ofaustomers, title passes to the customer
delivery to the port or country of destination, npbeir receipt of the product, or upon the customeesale of the product. At the end of each f
quarter, we estimate and defer revenue relatedoupt where title has not transferred. The reverarginues to be deferred until such time thag
passes to the customer. We have not made any alatkanges in the accounting methodology we ussstimate deferred revenue related to prc
where title has not transferred. We do not beliéeze will be a material change in the future eatem or assumptions used in our estimate of del
revenue. We assess collectability based on a nuwofbiactors, including general economic and mada@tditions, past transaction history with
customer, and the creditworthiness of the custothere determine that collection of the correspamdieceivable is not reasonably assured, we
the revenue until receipt of payment.

Allowances for Product Warranties, Returns due tto8k Rotation, Sales Incentives and Doubtful Accdan

Our standard warranty obligation to our direct oostrs generally provides for a right of return of g@roduct for a full refund in the event t
such product is not merchantable or is found talémaged or defective. At the time revenue is reizegh an estimate of future warranty returr
recorded to reduce revenue in the amount of theaggd credit or refund to be provided to our dictomers. At the time we record the reductic
revenue related to warranty returns, we includéiwicost of revenue a writdewn to reduce the carrying value of such prodtectset realizable valu
Our standard warranty obligation to easers provides for replacement of a defective pebflar one or more years. Factors that affect theranty
obligation include
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product failure rates, material usage, and semd@iwery costs incurred in correcting product feélst The estimated cost associated with fulfiltine
warranty obligation to end-users is recorded irt obsevenue. Because our products are manufachyrékirdparty manufacturers, in certain cases
have recourse to the thigharty manufacturer for replacement or credit fa& defective products. We give consideration to amstecoverable fro
our thirdparty manufacturers in determining our warrantpility. Our estimated allowances for product wati@s can vary from actual results and
may have to record additional revenue reductionsharges to cost of revenue, which could materiatpact our financial position and results
operations.

In addition to warrantyelated returns, certain distributors and retaiggmserally have the right to return product forcktmtation purposes. Up
shipment of the product, we reduce revenue forsiimate of potential future stock rotation returakted to the current period product revenue
analyze historical returns, channel inventory Isyeurrent economic trends and changes in custdemand for our products when evaluating
adequacy of the allowance for sales returns, namstelgk rotation returns. Our estimated allowan@gsréturns due to stock rotation can vary f
actual results and we may have to record additignednue reductions, which could materially impaat financial position and results of operations.

We accrue for sales incentives as a marketing esepirwe receive an identifiable benefit in excharagd can reasonably estimate the fair \
of the identifiable benefit received; otherwiseijsitrecorded as a reduction of revenues. Our estngrovisions for sales incentives can vary 1
actual results and we may have to record additiexpénses or additional revenue reductions depéodethe classification of the sales incentive.

We maintain an allowance for doubtful accountsefstimated losses resulting from the inability of oustomers to make required payments
regularly perform credit evaluations of our custoshénancial condition and consider factors such atadnical experience, credit quality, age of
accounts receivable balances, and geographic antryespecific risks and economic conditions thatynadfect a customes’ ability to pay. Th
allowance for doubtful accounts is reviewed quiytand adjusted if necessary based on our assessmoEour customersability to pay. If the
financial condition of our customers should detexie or if actual defaults are higher than ourdnistl experience, additional allowances ma
required, which could have an adverse impact onabipg expenses.

Valuation of Inventory

We value our inventory at the lower of cost or nedykost being determined using the first-in, foat method. We continually assess the vali
our inventory and will periodically write down it@lue for estimated excess and obsolete inventasgd upon assumptions about future deman
market conditions. On a quarterly basis, we revieventory quantities on hand and on order undercacelable purchase commitments, inclu
consignment inventory, in comparison to our estaddbrecast of product demand for the next ninethwto determine what inventory, if any, are
saleable. Our analysis is based on the demandafstrbat takes into account market conditions, pcbdavelopment plans, product life expectancy
other factors. Based on this analysis, we write e affected inventory value for estimated ex@ess obsolescence charges. At the point of
recognition, a new, lower cost basis for that ineenis established, and subsequent changes is et circumstances do not result in the restam
or increase in that newly established cost bastssdémonstrated during prior years, demand for eadycts can fluctuate significantly. If act
demand is lower than our forecasted demand andaiveof reduce our manufacturing accordingly, welddoe required to write down additio
inventory, which would have a negative effect on gnoss profit.

Goodwill

Goodwill represents the purchase price over estichir value of net assets of businesses acqinradusiness combination. Goodwill acqu
in a business combination is not amortized, butesrd tested for impairment at least annually duthng fourth quarter. Should certain event
indicators of impairment occur between annual impant tests, we will perform the impairment testtasse events or indicators occur. Example
such events or circumstances include the followangignificant decline in our expected future cieWs; a sustained, significant decline in our &
price and market capitalization; a significant adeechange in the business climate; and slowerthroates.

Goodwill is tested for impairment at the reportingt level by first performing a qualitative assessit to determine whether it is more likely t
not (that is, a likelihood of more than 50%) tHae fair value of the reporting unit is less thandarrying value. The qualitative assessment cere
the following factors: macroeconomic conditionsgustry and market considerations, cost factorsyadveompany financial performance, eve
affecting the reporting units, and changes in tare price. If the reporting unit does not pasgiaitative assessment, then we estimate ouvéie
and compare the fair value with the carrying vadfieour net assets. If the fair value is greatentttze carrying value of our net assets, the
impairment results. If the fair value is less tlwam carrying value, then we would determine the falue of the goodwill by comparing the impliedr
value to the carrying value of the goodwill in teame manner as if we were being acquired in a éssicombination. Specifically, we
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would allocate the fair value to all of our assatsl liabilities, including any unrecognized intdrigi assets, in a hypothetical analysis that w
calculate the implied fair value of goodwill. Ifeimplied fair value of goodwill is less than trecorded goodwill, an impairment charge woult
recorded to earnings in the Consolidated Statenwéri@perations.

In the fourth fiscal quarter of 2013, we completiee annual impairment test of goodwill. Due to therease in goodwill in fiscal year 2013 ¢
result of our acquisitions, we elected to bypasshalitative assessment and proceed directlytima&ting the fair value of net assets for each ripg
unit. The fair value of the business units was mheit@ed placing an equal weighting of 50 percenttlo& income approach and market appr
indications of value. Under the income approach, fdir value of an asset is based on the valudefestimated cash flows that the asset c:
expected to generate in the future. These estimfatede cash flows were discounted to arrive airthespective fair values. Under the ma
approach, the fair value of the unit is based oramalysis of financial data for publicly traded qmamies engaged in the same or similar line
business. We compared the fair value of the reppminits to the reporting unit’carrying value and determined that goodwill wasimpaired sinc
the estimated fair values of each of the reportings exceeded the carrying values. The excesaioWélue over carrying amount for each of
reporting units ranged from approximately 15% tpragimately 219% of carrying amounts. The servigavjaler business unit has the lowest exce
fair value over carrying amount at 15%. In ordeetaluate the sensitivity of the estimated faiuesl of our reporting units in the goodwill impaimt
test, we applied a hypothetical 10% decrease tdaih&alues of each reporting unit. This hypotbatil0% decrease resulted in a lowest excessn
value over carrying amount of approximately 4% dervice provider business unit. We will continuertonitor goodwill on an annual basis as ol
beginning of our fourth fiscal quarter and whenegeents or changes in circumstances, such as isgmifadverse changes in business clima
operating results, changes in management's busstraésgy or significant declines in our stock grimdicate that there may be potential indicafi
impairment. No goodwill impairment was recognizaedtie years ended December 31, 2013, 2012 or 2011.

We do not believe it is likely that there will bevaterial change in the estimates or assumptiongsedo test for impairment losses on good
However, if the actual results are not consistdtit aur estimates or assumptions, we may be expmsad impairment charge that could be material.

Intangible assets

Purchased intangible assets with finite lives am@rtized using the straiglite method over the estimated economic lives efdlsets, whic
range from four to ten years. Finiiged intangible assets are reviewed for impairmehénever events or changes in circumstances imrdibat th
carrying amount of such assets may not be recoleer8letermination of recoverability is based onemtimate of undiscounted future cash fl
resulting from the use of the asset and its evérdigposition.

Purchased intangible assets determined to havdinitdeuseful lives are not amortized. Indefiniteed intangible assets are reviewed
impairment at least annually during the fourth ¢geraand whenever events or changes in circumstandiesite that the carrying amount of such a:
may not be recoverable. Measurement of an impairtess for indefinitelived assets that management expects to hold amdsusased on the fi
value of the asset. Indefinitered assets to be disposed of are reported doter of carrying amount or fair value less costsell. The carrying vall
of the asset is reviewed on a regular basis foeMigtence of facts, both internal and externalt thay suggest impairment.

In the third quarter of 2013, we recorded an impaint charge of $2.0 million related to the abandemnof certain IPR&D projects acquirec
AirCard acquisition.

In the fourth fiscal quarter of 2013, we completed annual impairment test of indefinlteed intangible assets. We assessed whether i
more likely than not (that is, a likelihood of mdten 50%) the carrying amount of our indefifiteed intangible assets may not be recoverable
their undiscounted cash flows by considering tHfong factors: macroeconomic conditions, indusarnyd market considerations, cost factors, ov
company financial performance, events affectingréperting units, and changes in our share prieseB on these factors , we determined that itt
more likely than not that there were events or gearin circumstances that indicated that the aagrgimount of our indefinitéved intangible asse
may not be recoverable from their undiscounted ¢astrs, and therefore performing the first steptioé twostep impairment test for each repor
unit was unnecessary. No impairments to our indeflived assets were recognized resulting from theuahimpairment tests in the years er
December 31, 2013, 2012 and 2011.

We will continue to evaluate the carrying valueoofr indefinitelived assets and if we determine in the future thate is a potential furth
impairment, we may be required to record additiatarges to earnings which could affect our finah@sults.
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Property and equipment, net

Property and equipment are stated at historical, ¢ess accumulated depreciation. We will performimpairment test if certain events
indicators of impairment occur. Examples of sucargs or circumstances include the following: a igant decline in our expected future cash flc
a sustained, significant decline in our stock pacel market capitalization; a significant adversange in the business climate; and slower gr
rates. Recoverability of assets to be held and isseteasured by comparing the carrying amount cdsset to the estimated undiscounted future
flows expected to be generated by the asset. Iahgying amount of the asset exceeds its estimatdiscounted future net cash flows, an impairi
charge is recognized by the amount by which theyway amount of the asset exceeds the fair valuth@fasset. The carrying value of the ass
reviewed on a regular basis for the existence dfsfaboth internal and external, that may suggepairment. Charges related to the impairme
property and equipment were not material in theyeaded December 31, 2013, 2012 and 2011 .

Income Taxes

We account for income taxes under an asset aniditiiadpproach. Under this method, income tax exgeeis recognized for the amount of te
payable or refundable for the current year. In toldj deferred tax assets and liabilities are recoagl for the expected future tax consequenc
temporary differences resulting from different treants for tax versus accounting of certain itemgh as accruals and allowances not curr
deductible for tax purposes. These differencesltre@sdeferred tax assets and liabilities, whick arcluded within the consolidated balance she&
must then assess the likelihood that our defeards$sets will be recovered from future taxableiine and to the extent we believe that recoverypi
more likely than not, we must establish a valuadlowance. As of December 31, 201®e believe that all of our deferred tax assetsracoverabl
however, if there were a change in our ability ésaver our deferred tax assets, we would be radjuodake a charge in the period in which
determined that recovery was not more likely that n

Uncertain tax provisions are recognized under quddathat provides that a company should use a fik@lg-thannot recognition thresha
based on the technical merits of the income taxipagaken. Income tax positions that meet the edikely-thannot recognition threshold should
measured in order to determine the tax benefietoelsognized in the financial statements. We irelaterest expense and penalties related to uiit
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 change thie preceding year for the peri
indicated:

Year Ended December 31,

2013 % Change 2012 % Change 2011
(In thousands, except percentage data)
Net revenue $ 1,369,63. 77% $ 1,271,92. 77% $ 1,181,01
Cost of revenue 976,01¢ 9.€% 888,36¢ 9.E% 811,57:
Gross profit 393,61! 2% 383,55¢ 3.8% 369,44t
Operating expenses:
Research and development 85,16¢ 39.5% 61,06¢ 25.4% 48,69¢
Sales and marketing 153,80 2.7% 149,76t 3.1)% 154,56:
General and administrative 48,91°¢ 8.6 % 45,027 14.2% 39,42
Restructuring and other charges 5,33t 348.2 % 1,19 (43.29% 2,094
Litigation reserves, net 5,35¢ &3 39C tJ (201)
Impairment charges 2,00( *x — *k —
Total operating expenses 300,57¢ 16.€ % 257,43¢ 5.2% 244,57
Income from operations 93,03¢ (26.2)% 126,11« 1.C% 124,86¢
Interest income 40C (19.7% 49¢ 4.4% 477
Other income (expense), net (457) (117.)% 2,67( o (1,136
Income before income taxes 92,98: (28.)% 129,28: 4.1% 124,21(
Provision for income taxes 37,76¢ (11.60% 42,74: 30.1% 32,84:
Net income $ 55,217 (36.9% $ 86,53¢ (53% $ 91,36¢

** Percentage change not meaningful.

The following table sets forth the Consolidated@&teents of Operations, expressed as a percentagg dfvenue, for the periods presented:

Year Ended December 31,

2013 2012 2011
Net revenue 10C% 10C% 10C %
Cost of revenue 71.c 69.¢ 68.7
Gross margin 28.7 30.2 31.c
Operating expenses:
Research and development 6.2 4.8 4.1
Sales and marketing 11.2 11.¢€ 13.1
General and administrative 3.€ 85 &L
Restructuring and other charges 0.4 0.1 0.z
Litigation reserves, net 0.4 0.C 0.C
Impairment charges 0.1 — —
Total operating expenses 21.¢€ 20.5 20.7
Income from operations 6.8 9.¢ 10.€
Interest income 0.C 0.1 0.C
Other income (expense), net 0.C 0.2 (0.7
Income before income taxes 6.8 10.2 10.5
Provision for income taxes 2.8 34 2.8
Net income 4.C% 6.8% 7.7%

Net Revenue
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Our net revenue consists of gross product shipm&zgs allowances for estimated returns for stotition and warranty, price protection, end-
user customer rebates and other sales incentiessetkto be a reduction of net revenue and net esangleferred revenue.

Year Ended December 31,

2013 % Change 2012 % Change 2011

(In thousands, except percentage data)
Total net revenue $ 1,369,63: 7.7% $ 1,271,92 7.7% $ 1,181,01

2013 vs 2012

Net revenue increased $97.7 million , or 7.7% $1a37 billion for the year ended December 31, 20ir®m $1.27 billionfor the year ende
December 31, 2012The increase in net revenue was primarily atteble to increased sales of our mobile productsieed through our acquisition
AirCard, home security monitoring and automationdarcts, and switches, partially offset by a deaeassales of our broadband gateways.
experienced an increase in revenues in the AmedocasAPAC regions, and a decrease in EMEA. In aditour service provider, retail a
commercial business increased year-over-year.
2012 vs 2011

Net revenue increased $90.9 million, or 7.7%, t®2%¥1billion for the year ended December 31, 201@mf $1.18 billion for the year end
December 31, 2011. The increase in net revenuepnasarily attributable to increased sales of braadb gateway products and home wire

products, partially offset by a decrease in salesionetwork storage products.

Refer to "Net Revenue by Geographic Region" andfiSt Information"” for further discussion of neteaue by geographic region and segr
respectively.

Net Revenue by Geographic Region

Year Ended December 31,

2013 % Change 2012 % Change 2011
(In thousands, except percentage data)

Americas $ 789,31t 16.2% $ 679,41¢ 157% $ 587,05¢

Percentage of net revenue 57.7% 53.4% 49.7%
EMEA $ 412,68t 9.9% $ 457,72 @2% $ 477,71

Percentage of net revenue 30.1% 36.0% 40.4%
APAC $ 167,62 244% $ 134,77¢ 15¢% $ 116,24¢

Percentage of net revenue 12.2% 10.6% 9.8%

2013 vs 2012

The increase in Americas net revenue was primatiiybutable to increased sales of our mobile petglacquired through our acquisitior
AirCard, home security monitoring and automatiooducts, and switches, partially offset by a de@edassales of our broadband gateways.
decrease in EMEA net revenue was primarily atteble to a decrease in sales of our broadband ggdeavel home wireless products. The decree
sales of our broadband gateways is partially dubéaonsolidation among cable operators in Eunoplee second half of 2013. The increase in Al
was primarily attributable to increased sales ofraobile products acquired through our acquisitdéiirCard, home wireless products, and switc
partially offset by a decrease in sales of our baad gateways.

Americas continues to represent the largest peagenof our net revenues, and APAC increased ascargage of revenue, primarily due
growth in the region. EMEA decreased as a percemtgevenues as we continued to see macroeconeaaikness in the European market.
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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 @réase in sales of our commercial products and,lésser extent, a decrease in sales of our
products, primarily driven by a challenging econommnvironment in Europe. The increase in APAC eeenue was primarily attributable to incree
sales to our service provider customers.

Cost of Revenue and Gross Margin

Cost of revenue consists primarily of the followirtge cost of finished products from our third gamanufacturers; overhead costs, inclu
purchasing, product planning, inventory controlreveusing and distribution logistics; thipdty software licensing fees; inbound freight; raaty
costs associated with returned goods; wiitens for excess and obsolete inventory and anatidiz expense of certain acquired intangibles.
outsource our manufacturing, warehousing and digiion logistics. We believe this outsourcing &gt allows us to better manage our product
and gross margin. Our gross margin can be affdayeal number of factors, including fluctuation irrdgn exchange rates, sales returns, chang
average selling prices, ender customer rebates and other sales incentinds;tenges in our cost of goods sold due to fldicog in prices paid fi
components, net of vendor rebates, warranty andhead costs, inbound freight, conversion costsaradges for excess or obsolete inventory.
following table presents costs of revenue and gmuagin, for the periods indicated:

Year Ended December 31,

2013 % Change 2012 % Change 2011
(In thousands, except percentage data)
Cost of revenue $ 976,01¢ 9.¢% $ 888,36 9.5% $ 811,57:
Gross margin percentage 28.7% 30.2% 31.3%

2013 vs 2012

Cost of revenue increased $87.7 million , or 9.98 $976.0 million for the year ended DecemberZ113 , from $888.4 milliorfor the yea
ended December 31, 2012 . Our gross margin dectéas28.7% for the year ended December 31, 20ddm 80.2% for the year end&kcember 3:
2012 .

The decrease in gross margin percentage was plynadtributable to relatively faster growth in renee from service providers, which gener
carries lower gross margins than our other produtdes to service providers increased as a pagerdf net revenue to 40.0% in the year e
December 31, 2013, compared to 36.1% in the yededDecember 31, 2012, which was primarily attabig¢ to our acquisition of AirCard. Al
contributing to the decrease in gross margin weceeases of $4.0 million in intangibles amortizatexpense, primarily attributable to assets acq
from AirCard and Arada and $3.5 million increasérgéight costs, as well as $3.3 million in excesd absolete inventory charges.

2012 vs 2011

Cost of revenue increased $76.8 million, or 9.584,888.4 million for the year ended December 31,226rom $811.6 million for the year enc
December 31, 2011. Our gross margin decreased 28@3f@r the year ended December 31, 2012, from98Id the year ended December 31, 2011.

The decrease in gross margin was primarily attaiblet to relatively faster growth in our revenuenfreervice providers, which generally car

lower gross margins than our other products. Stdeservice providers increased as a percentageebfravenue to 36.1% in the year er
December 31, 2012, compared to 31.1% in the yededkbDecember 31, 2011.
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Operating Expenses
Research and Development Expense

Research and development expenses consist printdripersonnel expenses, payments to suppliersdeigd services, safety and regula
testing, product certification expenditures to éfyabur products for sale into specific marketsotptypes and other consulting fees. Researcl
development expenses are recognized as they aradédc We have invested in building our researath @evelopment organization to enhance
ability to introduce innovative and easydse products. In the future, we expect researchdamdlopment expenses will increase in absolutkad
and as a percentage of revenue as we broaden euc@mpetencies and expand into new software amebridng product technologies. The follow
table presents research and development expemsgbefperiods indicated:

Year Ended December 31,

2013 % Change 2012 % Change 2011
(In thousands, except percentage data)
Research and development expense $ 85,16¢ 395% $ 61,06¢ 25.8% $ 48,69¢
Percentage of net revenue 6.2% 4.8% 4.1%

2013 vs 2012

Research and development expenses increased $2Hoh mor 39.5% , to $85.2 million for the yeanded December 31, 2013 , frad61.]
million for the year ended December 31, 201&ditionally, research and development expenseeased as a percentage of net revenue to 6.:
the year ended December 31, 2013 , from 4.8% #®rydar ended December 31, 201Phese increases were primarily due to signifignotvth ir
research and development headcount as a resulir @fcquisitions during the second quarter of 2B sonnel and facilityelated expenses increa
by $22.9 million, and expenses related to projeats outside professional services also increasekRt8/million. These increases were partially d
by a decrease in variable compensation of $0.9%amillResearch and development headcount increageiDd employees to 358mployees i
December 31, 2013 compared to 251 employees anieme31, 2012 .

2012 vs 2011

Research and development expenses increased $iRoh,nor 25.4%, to $61.1 million for the year eswtl December 31, 2012, from $4
million for the year ended December 31, 2011. Ttoegase was primarily attributable to higher pensbrelated expenses of $7.1 million attribute
to headcount growth and increased expenses of #lion primarily related to our increased investrhén research and development project:
software development, and acquisiti@iated research and development. These expensesffeet by a benefit of $3.0 million due to a dese |
variable compensation. Research and developmenicbeat increased by 27 employees to 251 employeBeeember 31, 2012 compared to
employees at December 31, 2011. Furthermore, ttredse was attributable to higher facilities expengf $2.1 million, primarily related to ¢
acquisition-related expansions.

Sales and Marketing Expense
Sales and marketing expenses consist primarilydeéising, trade shows, corporate communicationd @her marketing expenses, prou

marketing expenses, outbound freight costs, pesdoexpenses for sales and marketing staff and temhsupport expenses. The following te
presents sales and marketing expense, for thedsardicated:

Year Ended December 31,

2013 % Change 2012 % Change 2011
(In thousands, except percentage data)
Sales and marketing expense $ 153,80:- 27% $ 149,76¢ B)% $ 154,56
Percentage of net revenue 11.2% 11.9% 13.1%
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2013 vs 2012

Sales and marketing expenses increased $4.0 milbo2.7% , to $153.8 million for the year endegcBmber 31, 2013 , from $149.8 millitor the
year ended December 31, 2012 . Sales and marletjpense as a percentage of net revenue was réjdtatdor the year ended December 31, 2643
compared to the year ended December 31, 20t change in sales and marketing expense watodoereases of $6.4 million in amortizatior
intangible assets, largely related to intangibketsacquired from AirCard, and $1.1 million ingmmel and facility related expenses. These inet
were partially offset by decreases of $1.7 millinrvariable compensation expenses, $0.7 millioprisjects and outside professional services,
million in marketing expenses and $0.5 million meifht costs. Sales and marketing headcount inedeby 35 employees to 3&mployees i
December 31, 2013 compared to 352 employees anilere31, 2012 .

2012 vs 2011

Sales and marketing expenses decreased $4.8 malidh1%, to $149.8 million for the year ended &wber 31, 2012, from $154.6 million for
year ended December 31, 2011. The decrease waarjlyiue to a decrease in marketing costs of $3llion, as we shifted our marketing effc
towards activities that were deemed to be a rediéti net revenue and away from operating expesisgéed marketing, and freight expenses of
million. Payroll-related expenses, excluding stbelsed compensation, were relatively flat year-gear, as an increase of $3.8 million in personnel-
related costs due to increased annual headcouet eftset by a decrease of $3.8 million in variabtenpensation. Sales and marketing head:
decreased by 5 employees to 352 employees at Dece&hp2012 compared to 357 employees at Decendh@03 1.

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

technology, professional fees, allowance for dadt#€counts and other general corporate expensestollowing table presents general and
administrative expense, for the periods indicated:

Year Ended December 31,

2013 % Change 2012 % Change 2011
(In thousands, except percentage data)
General and administrative expense $ 48,91¢ 8.6% $ 45,027 14.2% $ 39,42:
Percentage of net revenue 3.6% 3.5% 3.3%

2013 vs 2012

General and administrative expenses increasedn$iion , or 8.6% , to $48.9 million for the yeanded December 31, 2013, fra@p15.0 millior
for the year ended December 31, 201General and administrative expenses as a pegeetanet revenue were relatively flat for the yeades
December 31, 2013 as compared to the year endeéniber 31, 2012The increase in general and administration exggenss primarily attributak
to a $3.9 million increase in outside legal sersickie to additional litigation and merger and asitjon activity, and a $1.4 million increase
personnel and facilityelated expenses. These increases were partidgtofy a $1.2 million decrease in variable comp#on. General ar
administrative headcount increased by 16 emplote&44 employees at December 31, 2013 comparegl&@rhployees at December 31, 2012 .

2012 vs 2011

General and administrative expenses increasedn$ilién, or 14.2%, to $45.0 million for the yeardsd December 31, 2012, from $39.4 mil
for the year ended December 31, 2011. The increaseprimarily due to an increase in outside profess services of $6.2 million largely attributa
to acquisition and litigation related activitiesdaan increase of $1.9 million in facilitglated expenses. These increases were partidigtdsy
decrease in personnediated expenses of $3.3 million, primarily relatedhe decrease in variable compensation. Geaathhdministrative headco!
increased by 14 employees to 128 employees at Oeredd, 2012 compared to 114 employees at Decedih@011.

Restructuring and Other Charges

2013 vs 2012
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Restructuring and other charges increased $4.iomillor 348.3% to an expense of $5.3 million dgrine year ended December 31, 20#®m
$1.2 million for year ended December 31, 201Qf the $5.3 million restructuring and other cheggncurred, $3.3 million was incurred in the ft
guarter of 2013 related to the consolidation otaiarteams and locations to drive efficiencies amalign resources to better focus on key gr
markets, $1.9 million is for transition costs retato the AirCard acquisition, and $0.2 millionrédated to an office lease exit liability relatedthe
AVAAK acquisition. In addition, the Company recotta restructuring adjustment of $94,000 to decréas@reviously recorded severance liabiliti

2012 vs 2011
Restructuring and other charges decreased $0.®mibr 43.2% to an expense of $1.2 million durthg year ended December 31, 2012, |
$2.1 million for year ended December 31, 2011. &kgense of $1.2 million was primarily due to emgleyseverance attributable to the consolid:

of product groups and the consolidation of the EMdakes team within our commercial business unit.

For a further discussion of restructuring and ottiearges, refer to Note &Restructuring and Other Chargesin the Notes to Consolidal
Financial Statements in Item 8 of Part Il of thisMyal Report on Form 10-K.

Litigation Reserves and Payments

During the year ended December 31, 2013 , we recoadlitigation reserve of $5.4 millidor estimated costs primarily related to the Eo
and Ruckus litigation.

During the year ended December 31, 2012, we redaaditigation reserve of $0.4 million for estimdteosts related to the settlement of pote
lawsuits or lawsuits already filed against us.

For a detailed discussion of our litigation mattamfer to Note 9,Commitments and Contingenciesn Notes to Consolidated Finane
Statements in Item 8 of Part Il of this Annual Remm Form 10-K.

Impairment Charges

We recorded an impairment charge of $2.0 milliorirtythe year ended December 31, 2083 compared to no impairment charges in the
ended December 31, 2012 , related to the abanddnofierertain IPR&D projects acquired in the AirCaadquisition. Refer to Note 2Busines
Acquisitions and the Intangibles section of NoteBalance Sheet Components Notes to Consolidated Financial Statementdeim 8 of Part 1l ¢
this Annual Report on Form 10-K for further disdoss
Interest Income and Other Income (Expense)

Interest income represents amounts earned on @i, cash equivalents and shtemm investments. Other income (expense), net, griiy

represents gains and losses on transactions deaiguiiin foreign currencies and other miscellangouaeme and expenses. The following t:
presents interest income and other income, neth&periods indicated:

Year Ended December 31,

2013 % Change 2012 % Change 2011
(In thousands, except percentage data)
Interest income $ 40C (19.97% $ 49¢ 4.4% $ 477
Other income (expense), net (457) (117.0% 2,67( o (1,13¢)
Total interest income and other income, net $ (57) (101.9% $ 3,16¢ *k $ (659)

** Percentage change not meaningful.
2013 vs 2012

Interest income decreased $98,000 , or 19.7% ,4G0$00 for the year ended December 31, 2013 , f$d®8,000for the year ende
December 31, 2012 The decrease in interest income was primarily @uthe decrease in our cash balance, attributabtee AirCard and Arac
acquisitions in the second quarter of 2013 andrigfase of shares in the fourth quarter of 2013.

Other income (expense), net, decreased $3.1 mithoexpense of $0.5 million for the year ended Delwer 31, 2013 , from income &R.7
million for year ended December 31, 2012 . The elese was primarily attributable to a $3.1 milliairgon sale
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of cost method investment recognized in the yededrDecember 31, 2012, as compared to no gaingnizeal during the year ended Decembe
2013. For details of our hedging program and rdldteeign currency contracts, refer to Note Berivative Financial Instruments in Notes ti
Consolidated Financial Statements in Item 8 of Ranftthis Annual Report on Form 10-K for furtheiscussion.

2012 vs 2011

Interest income increased $21,000, or 4.4%, to $O@Bfor the year ended December 31, 2012, fron7 0D for the year ended December 31,
2011. The increase in interest income was primatiiybutable to an increase in our average balahcash, cash equivalents, and short-term
investments during the year ended December 31, 2&1@mpared to the year ended December 31, 20idh was partially offset by falling interest
rates.

Other income and expense, net, increased $3.8mil income of $2.7 million for the year ended &mber 31, 2012, from expense of ¢
million for year ended December 31, 2011. The iaseswas primarily attributable to the $3.1 milligain on the sale of a cost method investmel
addition, our foreign currency hedging program eedlivolatility associated with hedged currency exdge rate movements during the year e
December 31, 2012.

Provision for Income Taxes
2013 vs 2012

Provision for income taxes decreased by $5.0 millicesulting in a provision of $37.8 million fdre year ended December 31, 20t®mpare
to a provision of $42.7 million for the year end@dcember 31, 2012 . The effective tax rate increéasel0.6% for the year end&kcember 31, 20:
from 33.1% for the year ended December 31, 2002 decrease in tax was mainly due to lower dateted pretax income. The effective tax rate
both periods differed from the statutory rate o¥38ue to earnings from foreign jurisdictions, stabees, tax credits and naleductible expenses. |
the year ended December 31, 2013, tax on earniogs foreign operations increased the effectiverte by 3.9 percentage points compared
decrease of 4.8 percentage points for 2012. Threase in the effective tax rate from earnings ofifin operations in 2013 compared to 2012 res
from the tax effect of nodeductible losses in foreign jurisdictions wherebemefit can be claimed as well as increases iruatscfor uncertain te
positions in foreign jurisdictions. The tax rater@ase was partially offset by the recognition ddvabenefit for the 2012 U.S. federal researcldit
On January 2, 2013 the American Taxpayer Relief #2012 reinstated the research credit, retroadtivianuary 1, 2012. Accordingly, the er
benefit for the 2012 research credit of approxitye$822,000 was recognized in 2013.

2012 vs 2011

Provision for income taxes increased $9.9 milli@sulting in a provision of $42.7 million for thear ended December 31, 2012, compare(
provision of $32.8 million for the year ended Ded@mn31, 2011. The effective tax rate increased3t@% for the year ended December 31, 2012
26.4% for the year ended December 31, 2011. Trectafé tax rate for both periods differed from statutory rate of 35% due to earnings f
foreign jurisdictions, state taxes and other nodudéible expenses. Nateductible expenses in the year ended Decemb&@P, included certa
stock based compensation. For the year ended Dexe8tip 2012, tax on earnings from foreign operatioeduced the effective tax rate by
percentage points compared to 9.5 percentage pfmnt®011. The increase in the effective tax ratamf earnings of foreign operations in 2
compared to 2011 resulted from a decrease in thféaiility of international operations locatedtax jurisdictions with rates below 35%. Additiong
the effective tax rate was higher due to the efipinaof tax laws providing for the US federal ressbacredit for the year ended December 31, Z
Tax rate increases were partially offset by a rédncn accruals for uncertain tax positions assuit of the completion of a tax audit by the
Internal Revenue Service.

Net Income
2013 vs 2012

Net income decreased $31.3 million to $55.2 millfionthe year ended December 31, 2013 , from $86llon for the year ende®ecember 3:
2012. This decrease was primarily due to a decrea$8.@f million in other income, and an increase ieraging expenses of $43.1 million, prima

attributable to acquisitiorelated activity and increased investments in meseand development. These changes were partififgtdy an increase
$10.1 million in gross profits and a decrease eéglovision for income taxes of $5.0 million.
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2012 vs 2011

Net income decreased $4.9 million to $86.5 millfonthe year ended December 31, 2012, from $91lHomifor the year ended December
2011. This decrease was primarily attributablertarerease in the provision for income tax of $&lion, partially offset by an increase of $
million in other income and expense, net, and dpegancome of $1.2 million.

Segment Information

A description of our products and services, as aelsegment financial data, for each segment cdousel in Note 12,Segment Informatio
Operations by Geographic Area and Customer Conegiotr, in Notes to Consolidated Financial Statementgeim 8 of Part 1l of this Annual Rep:
on Form 10-K. Future changes to our organizatistrakcture or business may result in changes toefhertable segments disclosed.

Segment contribution income includes all produnt Isegment net revenues less the related coslesf sasearch and development, and sale
marketing costs. Contribution income is used, irt,fga evaluate the performance of, and allocaseusces to, each of the segments. Certain ope
expenses are not allocated to segments becausarhegparately managed at the corporate levekeThrallocated indirect costs include corpc
costs, such as corporate research and developgerdral and administrative costs, stbeased compensation expenses, amortization of iities
acquisition-related expenses, restructuring ctiitgtion reserves, impairment charges, and irstesed other income (expense), net.

A reconciliation of segment contribution incomeingome before income taxes can be found in Note S&yment Information, Operations
Geographic Area and Customer Concentratiam Notes to Consolidated Financial Statementgeim 8 of Part Il of this Annual Report on Form KO-

Retail
Year Ended December 31,
2013 % Change 2012 % Change 2011
(in thousands, except percentage data)

Net revenue $ 509,92+ 1C% $ 504,79 4.8% $ 481,79
Percentage of net revenue 37.%% 39.7% 40.8%
Contribution income 73,41¢ (15.9% 86,80¢ 6.4% 81,58¢
Contribution margin 14.4% 17.2% 16.9%

2013 vs 2012

Net revenue in the retail business unit increa$sd. million , or 1.0% , to $509.9 million fdnd year ended December 31, 2013 , f&504.¢
million for the year ended December 31, 2Q1Zhe increase was primarily due to increased safesur multimedia products, home sect
monitoring and automation products, and mobile potgl partially offset by a decrease in home wa®lproducts. Contribution income decree
$13.4 million , or 15.4% , to $73.4 million fdre year ended December 31, 2013, from $86.8omilfor the year ended December 31, 20The
decrease was primarily due to increased cost @mass driven by an increase in freight and warreosys, and an unfavorable product mix.

2012 vs 2011

The retail business unit experienced an increasevienue from 2011 to 2012. The increase was pilyrdniven by an increase in revenue fr
sales of our home wireless products, partiallyeiffsy a decrease in sales of our powerline, hoorage and broadband gateways products. The
business unit experienced strong revenue growtthénAmericas region and moderate growth in the ARA@ion; however these increases \
partially offset by a decrease in net revenues fsahes in the EMEA region, as the region continteedxperience macroeconomic weakness il
European market. The increase in contribution ireamas primarily due to revenue growth, which wadigly offset by an increase in operat
expenses, primarily driven by investments in reseand development, as well as product managemeninarketing costs.
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Commercial
Year Ended December 31,
2013 % Change 2012 % Change 2011
(in thousands, except percentage data)

Net revenue $ 311,26: 1.1% $ 307,94! 7.)% $ 331,43
Percentage of net revenue 22.1% 24.2% 28.1%
Contribution income 66,50¢ (1.9% 67,82t (9.9% 74,74¢
Contribution margin 21.4% 22.0% 22.6%

2013 vs 2012

Net revenue in the commercial business unit ine@a$3.3 million , or 1.1% , to $311.3 milliowrfthe year ended December 31, 20#®m
$307.9 million for the year ended December 31,220The increase is primarily attributable to incezhsales of our switches, partially offset t
decrease in sales of our wireless products. Caitoib income decreased $1.3 million , or 1.9% $66.5 million for the year endedecember 3:
2013 , from $67.8 million for the year ended Dwber 31, 2012 The decrease was primarily attributable to inseglacost of revenues driven
increased freight and warranty costs. The decri@asentribution income as a result of the increiaseost of revenues was partially offset by a b
from decreased sales and marketing and researatieaetbpment costs.

2012 vs 2011

The commercial business unit experienced a deciieaset revenue from 2011 to 2012. The decreasepnasarily experienced in the EME
region, as the region continued to experience neaomomic weakness in the European market. Net vegefiom sales in the Americas and AF
regions remained relatively flat. On a prodlestel, the decrease was primarily attributable tieerease in sales from our network storage prdihe
Contribution income also decreased, primarily duthe decline in revenue opécing the savings from decreases in our costsveinue and operati
expenses. Net revenue decreased by 7.1%, whils obsevenue and operating expenses decreased¥®y @d 6.3% respectively. The decreas
costs of revenue was primarily attributable to deerease in net revenues and a more favorableaifisight mix. The decrease in our comme
business unit's operating expenses was primarily tdua decrease in sales and marketing cost, lpartifiset by an increase in research
development costs.

Service Provider

Year Ended December 31,

2013 % Change 2012 % Change 2011
(in thousands, except percentage data)
Net revenue $ 548,44¢ 19.4% $ 459,17 249% $ 367,78
Percentage of net revenue 40.(% 36.1% 31.1%
Contribution income 51,62( 26.5% 40,79¢ 24.2% 32,79
Contribution margin 9.4% 8.9% 8.9%

2013 vs 2012

Net revenue in the service provider business umiteiased $89.3 million , to $548.4 million ftretyear ended December 31, 2Q1f8Bom
$459.2 million for the year ended December 31,220The increase is primarily attributed to increasetbs of our mobile products as a result o
AirCard acquisition and home security monitoringd automation products, partially offset by a deseemn sales of our broadband gateways.
decrease in sales of our broadband gateways i@lpadue to the consolidation among cable operiar Europe in the second half of 2C
Contribution income increased $10.8 million , 28.5% , to $51.6 million for the year ended Dmber 31, 2013, from $40.8 milliofor the yea
ended December 31, 201Z'he increase is primarily due to an increaserosg profit, largely attributable to revenue growphrtially offset by a
increase in excess and obsolete inventory chargesareased research and development costs.
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2012 vs 2011

The service provider business unit experiencechgtret revenue growth from 2011 to 2012. The irsgeaas primarily attributable to se
growth of our broadband gateway products, primadiiiven by service provider demand for our Docsi8 Broducts, and to a lesser extent,
acquisition of the Customer Networking Solutiongislon of Westell Technologies, Inc. Contributialcome remained in line with revenue gro
with net revenue increasing by 24.9%, while co$tewenue and operating expenses increased by 2&n2022.3% respectively. The increase in «
of revenue was primarily due to revenue growth #nedincrease in operating expenses was primatiljpatable to increased investments in rese
and development.

Liquidity and Capital Resources
As of December 31, 2013, we had cash, cash eguitsahnd short-term investments totaling $248.8anil

Our cash and cash equivalents balance decreasedst49.0 million as of December 31, 2012 to $148illon as of December 31, 2013Dui
short-term investments, which represent the investrof funds available for current operations, dased from $227.8 millioras of December 3
2012 to $105.1 million as of December 31, 2013 e Tkcrease in cash and cash equivalents andtshorinvestments are mainly attributable to
AirCard and Arada acquisitions in the second quaft€013 and repurchase of shares in the fourtiitquof 2013. Operating activities during the
ended December 31, 2013 , generated cash of $8Bi@m Investing activities during the year endedcember 31, 2013 used $39.7 milliomainly
due to the payments made in connection with busiaeguisitions of $147.2 millionprimarily related to the AirCard acquisition, apdrchases
property and equipment of $18.1 million , offset st proceeds of $121.9 million from maturitiessbbrtterm investments. During the year en
December 31, 2013 , financing activities used $58ilBon , primarily due to the repurchase of common stgeltially offset by the issuance of
common stock upon exercise of stock options and evoployee stock purchase program, as well as tleessxtax benefit from exercises
cancellations of stock options.

Our days sales outstanding as of December 31, 8a$39 days, a decrease from 76 days as of Dece&8hp2012, as a result of our continuc
efforts to manage collections.

Our accounts payable increased from $87.3 millibbecember 31, 2012 to $114.5 million at DecemHlgr2B13, primarily as a result of timir
of payments.

Inventory increased from $174.9 million at DecemBgr2012 to $224.5 million at December 31, 20Ehding inventory turns decreased to
turns in the three months ended December 31, 26b#,5.0 turns in the three months ended Dece®beP012 .

We enter into foreign currency forwaekchange contracts, which typically mature in thieeéve months, to hedge a portion of our expoga
foreign currency fluctuations of foreign currendgnominated revenue, costs of revenue, certairatipgrexpenses, receivables, payables, anc
balances. We record on the consolidated balancet stheeach reporting period the fair value of amvardexchange contracts and record any
value adjustments in our Consolidated Statemen@pefrations and in our Consolidated Balance Shéetitis and losses associated with currenc
changes on hedge contracts that are designated under the authoritative guidance foivdtves and hedging are recorded within other ine
(expense), net, offsetting foreign exchange gaim lasses on our monetary assets and liabilitiesnssand losses associated with currency
changes on hedge contracts that are designatedflomsthedges under the authoritative guidance ferivétives and hedging are recorded wi
cumulative other comprehensive income until thategl revenue, costs of revenue, or expenses agmnieed.

On June 21, 2013, we acquired certain assets ardtagms of Arada, a privatelyeld company that develops, licenses, and proddkgions fo
the next generation of uses of Wii-for total purchase consideration of $5.3 millio cash. We believe the acquisition will bolster wireless produ
offerings in our commercial business unit and gjteen our market position in the small to mediure siampus wireless LAN market.

On April 2, 2013, we paid $140.0 million of the aggate purchase price and completed the acquisificselect assets and operations o
Sierra Wireless, Inc. AirCard business, includimyeyal customer relationships, a wocddss LTE engineering team, certain intellectualpprty
inventory and fixed assets. We believe this actjaisiwill accelerate the mobile initiative of thersice provider business unit to become a gl
leader in providing the latest in LTE data netwogkaccess devices.

On October 21, 2008, the Board of Directors auteatimanagement to repurchase up to 6.0 millioneshaf our outstanding common stc
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
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acquisitions and the price of our common stock.if@uthe year ended December 31, 2013, we repurdhase retired 2.0 million shares or $€
million of common stock under this authorizatiordame did not repurchase any shares during the wemisd December 31, 2012 or 2011 .

We also repurchased approximately 14,000 sharek.6rmillionof common stock under a repurchase program toddipinistratively facilitat
the withholding and subsequent remittance of pedsimtome and payroll taxes for individuals rece@/iRSUs during the year endBé&cember 3:
2013 . Similarly, during the years ended Decemlie2B812 and December 31, 2011 , we repurchasedxdpyately 22,000 shares and 25,00res
respectively, or $0.9 million and $0.9 milli@i common stock, respectively, under the same jpragp help facilitate tax withholding for RSUs. Bk
shares were retired upon repurchase.

Based on our current plans and market conditioesb&lieve that our existing cash, cash equivakemtsshorterm investments will be sufficie
to satisfy our anticipated cash requirements fer filreseeable future. However, we cannot be cetta@hour planned levels of revenue, costs
expenses will be achieved. If our operating redaitdo meet our expectations or if we fail to nage our inventory, accounts receivable or othesta
we could be required to seek additional fundingtigh public or private financings or other arrangats. In addition, as we continue to expanc
product offerings, channels and geographic presemeemay require additional working capital. In Bugvent, adequate funds may not be avai
when needed or may not be available on favorabtmommercially acceptable terms, which could hanegative effect on our business and resu
operations.

Backlog

As of December 31, 2013we had a backlog of approximately $139.4 millicompared to approximately $104.6 million as of &aber 31
2012, primarily due to product demand required in thieife. Our backlog consists of products for whiaBtomer purchase orders have been rec
and that are scheduled or in the process of baihgduled for shipment. While we expect to fulfilietorder backlog within the current year, n
orders are subject to rescheduling or cancellatiith little or no penalties. Because of the podiibbf customer changes in product schedulin
order cancellation, our backlog as of any particdite may not be an indicator of net sales forargceeding period.
Contractual Obligations and Off-Balance Sheet Arragements

Contractual Obligations

The following table describes our commitments titles@on-cancelable lease and purchase commitnasrd$ December 31, 2013 (in thousands).

Less Than 1-3 3-5 More Than
1 Year Years Years 5 Years Total
Operating leases $ 2987 $ 15,24¢  $ 9,72¢ $ 598t $ 33,94¢
Purchase obligations 187,34t — — — 187,34
$ 190,33! $ 15,24¢  $ 9,72¢ $ 598t $ 221,29

We lease office space, cars and equipment undecacelable operating leases with various expiratiates through December 2026. F
expense in the years ended December 31, 2013 ,,20® 2011 was $9.9 million , $7.6 million andGillion , respectively. The terms of some
the office leases provide for rental payments graaluated scale. We recognize rent expense origlgtiine basis over the lease period, and |
accrued for rent expense incurred but not paid. arheunts presented are consistent with contratguals and are not expected to differ significa
unless a substantial change in our headcount megdses us to exit an office facility early or exy our occupied space.

We enter into various inventomglated purchase agreements with suppliers. Géynewalder these agreements, 50% of the ordersaareetabl
by giving notice 46 to 60 days prior to the expdcthipment date and 25% of orders are cancelabggving notice 31 to 45 days prior to the expe
shipment date. Orders are not cancelable withideB& prior to the expected shipment date. At Deeerh, 2013 , we had $187.3 million in non-
cancelable purchase commitments with supplierseMpect to sell all products for which we have cotteni purchases from suppliers.

As of December 31, 2013 and December 31, 2042 had $14.6 million and $13.8 million, respeelyy of total gross unrecognized tax ben
and related interest. The timing of any paymenét tould result from these unrecognized tax beneditl depend upon a number of factors.
unrecognized tax benefits have been excluded frencdntractual obligations table
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because reasonable estimates cannot be made dfemhet when, any cash payments for such itemstnoigtur. The possible reduction in liabilit
for uncertain tax positions in multiple jurisdiati® that may impact the statement of operationdiénniext 12 months is approximately $2.8 mill
excluding the interest, penalties and the effeetnyf related deferred tax assets or liabilities.

Off-Balance Sheet Arrangements
As of December 31, 2013, we did not have any afésbce sheet arrangements as defined in Item 3@3{g)of Regulation S-K.
Recent Accounting Pronouncements

See Note 1,The Company and Summary of Significant Accountoigties, in Notes to Consolidated Financial Statemeniseim 8 of Part Il ¢
this Annual Report on Form 1K for a full description of recent accounting poaimcements, including the expected dates of adoptiml estimate
effects on financial condition and results of opierss, which are hereby incorporated by reference.

Item 7A. Quantitative and Qualitative Disclosures About MagkRisk
Interest Rate Risk

We do not use derivative financial instruments im mvestment portfolio. We have an investment folic of fixed income securities that
classified as “available-for-salesecurities. These securities, like all fixed incoim&ruments, are subject to interest rate risk &itidfall in value if
market interest rates increase. We attempt to lim& exposure by investing primarily in highly edtshortterm securities. Our investment pol
requires investments to be rated triplavith the objective of minimizing the potentiakki of principal loss. Due to the short duration andservativ
nature of our investment portfolio, a movement 0¥%lby market interest rates would not have a naltéripact on our operating results and the
value of the portfolio over the next fiscal yeare\Wionitor our interest rate and credit risks, idolg our credit exposure to specific rating catézy
and to individual issuers. There were no impairnodiatrges on our investments during fiscal 2013 .

Foreign Currency Transaction Risk

We invoice some of our international customersoireign currencies including, but not limited toe tAustralian dollar, British pound, euro, i
Japanese yen. As the customers that are currenttyced in local currency become a larger percentd@ur business, or to the extent we begin
additional customers in foreign currencies, thedotpf fluctuations in foreign exchange rates cdudgte a more significant impact on our resuli
operations. For those customers in our internatioraakets that we continue to sell to in U.S. dallaan increase in the value of the U.S. dollaatied
to foreign currencies could make our products nexqgensive and therefore reduce the demand forraglupts. Such a decline in the demand fol
products could reduce sales and negatively impacbperating results. Certain operating expensesuofforeign operations require payment in
local currencies.

We are exposed to risks associated with foreigmaxge rate fluctuations due to our internationEssand operating activities. These expos
may change over time as business practices evadeeuld negatively impact our operating resultd inancial condition. We began using fore
currency forward contract derivatives in the fougtnarter of 2008 to partially offset our businegpasure to foreign exchange risk on our for
currency denominated assets and liabilities. Adddlly, in the second quarter of 2009 we beganrigtento certain foreign currency forwe
contracts that have been designated as cash fldgekeunder the authoritative guidance for deriestignd hedging to partially offset our busil
exposure to foreign exchange risk on portions af anticipated foreign currency revenue, costs okmnele, and certain operating expenses.
objective of these foreign currency forward consas to reduce the impact of currency exchangemaivements on our operating results by offse
gains and losses on the forward contracts withemes or decreases in foreign currency transacfitiescontracts are marked+twarket on a month
basis with gains and losses included in other iredexpense), net in the Consolidated Statement®pdrations, and in cumulative ot
comprehensive income on the Consolidated BalaneetShWe do not use foreign currency contractspeculative or trading purposes. Hedgin
our balance sheet and anticipated cash flow expssuay not always be effective to protect us againsency exchange rate fluctuations. In addi
we do not fully hedge our balance sheet and aatieg cash flow exposures, leaving us at risk teifpr exchange gains and losses on thaedge!
exposures. If there were an adverse movement ina@ge rates, we might suffer significant losseg. [Sete 5, Derivative Financial Instrumentsof
the Notes to Consolidated Financial Statementadaiitional disclosure on our foreign currency caaits, which are hereby incorporated by refer
into this Part Il, Iltem 7A.
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As of December 31, 201,3wve had net assets in various local currencigsypgothetical 10% movement in foreign exchange ratasld result il
an after-tax positive or negative impact of $279,8@ net income, net of our hedged position, atdbazer 31, 2013 Actual future gains and los:
associated with our foreign currency exposurespmsitions may differ materially from the sensitwénalyses performed as of December 31, 203
to the inherent limitations associated with pradigtthe foreign currency exchange rates, and otwahexposures and positions. For the year €
December 31, 2013, 12% of total net revenue wasm@ated in a currency other than the U.S. dollar.
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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 Item 15{3)pfesent fairly, in all material respects,
financial position of NETGEAR, Inc. and its subsidés at December 31, 2013 and December 31, 2ah@ the results of their operations and
cash flows for each of the three years in the pegiasded December 31, 20it8conformity with accounting principles generadlgcepted in the Unit
States of America. In addition, in our opinion, firencial statement schedule listed in the indepearing under Item 15(a)(pyesents fairly, in &
material respects, the information set forth thekehen read in conjunction with the related corkikd financial statements. Also in our opinio®
Company maintained, in all material respects, éffednternal control over financial reporting asecember 31, 2013based on criteria establist
in Internal Control - Integrated Framework (1998pued by the Committee of Sponsoring Organizatafrthe Treadway Commission (COSO).
Company's management is responsible for thesedialastatements and financial statement schedatemgintaining effective internal control o
financial reporting and for its assessment of tifieciveness of internal control over financial ogjing, included in Management's Report on Inte
Control over Financial Reporting under Item 9A. Qasponsibility is to express opinions on thesarftial statements, on the financial statel
schedule, and on the Company's internal contral fimancial reporting based on our integrated audfe conducted our audits in accordance wit
standards of the Public Company Accounting Ovets@gard (United States). Those standards requaewe plan and perform the audits to ok
reasonable assurance about whether the finanaignsénts are free of material misstatement andhehedffective internal control over financ
reporting was maintained in all material respe€sr audits of the financial statements includedm@ring, on a test basis, evidence supporting
amounts and disclosures in the financial statemergtsessing the accounting principles used andfis@m estimates made by management,
evaluating the overall financial statement predéria Our audit of internal control over financia@porting included obtaining an understandin
internal control over financial reporting, assegsthe risk that a material weakness exists, antintesind evaluating the design and oper:
effectiveness of internal control based on thessszbrisk. Our audits also included performing satbler procedures as we considered necessary
circumstances. We believe that our audits providsaaonable basis for our opinions.

A company's internal control over financial repogtiis a process designed to provide reasonableasssuregarding the reliability of financ
reporting and the preparation of financial statetmdor external purposes in accordance with gelyeaaicepted accounting principles. A compa
internal control over financial reporting includéamse policies and procedures that (i) pertairhéorhaintenance of records that, in reasonablelg
accurately and fairly reflect the transactions aligpositions of the assets of the company; (iivjg® reasonable assurance that transactior
recorded as necessary to permit preparation ofifiahstatements in accordance with generally geckeaccounting principles, and that receipts
expenditures of the company are being made onbcoordance with authorizations of management arettdrs of the company; and (iii) prov
reasonable assurance regarding prevention or tidethction of unauthorized acquisition, use, opatstion of the company's assets that could h
material effect on the financial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or @etmisstatements. Also, projections of
evaluation of effectiveness to future periods argject to the risk that controls may become inadézjbecause of changes in conditions, or ths
degree of compliance with the policies or procedunay deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, CA
February 25, 2014
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NETGEAR, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)

ASSETS
Current 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
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable
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 shaud®rized; none issued or outstanding

Common stock: $0.001 par value; 200,000,000 star#®rized; shared issued and outstanding:

36,839,522 and 38,341,644 at December 31, 2012@h2, respectively
Additional paid-in capital
Cumulative other comprehensive income
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

December 31,

December 31,

2013 2012
$ 143,00¢ 149,03:
105,14 227,84
266,48: 256,01«
224,45t 174,90:
27,23¢ 22,69:
33,77¢ 33,72«
800,11: 864,20!
27,19¢ 19,02t
84,11¢ 27,62:
155,91¢ 100,88
26,59: 22,83«
$ 1,093,931 1,034,56!
$ 114,53: 87,31(
16,55 18,33¢
143,21¢ 126,25!
24,49¢ 27,64¢
1,287 1,38
300,08: 260,93
13,80¢ 13,73t
6,26( 5,29:
320,14 279,95¢
37 38
421,90: 394,42
69 4
351,77t 360,14.
773,78 754,61
$ 1,093,93 1,034,56!

The accompanying notes are an integral part oktheasolidated financial statements.
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Net revenue
Cost of revenue
Gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Restructuring and other charges
Litigation reserves, net
Impairment charges
Total operating expenses
Income from operations
Interest income
Other (expense) income, net
Income before income taxes
Provision for income taxes
Net income
Net income per share:
Basic
Diluted

Weighted average shares outstanding used to comptitecome per share:

Basic
Diluted

NETGEAR, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

Year Ended December 31,

2013 2012 2011
$ 1,369,63 $ 1,271,92.  $ 1,181,01:
976,01 888,36t 811,57
393,61 383,55: 369,44
85,16¢ 61,06¢ 48,69
153,80 149,76 154,56
48,91 45,02; 39,42:
5,33t 1,19( 2,09¢
5,35¢ 39¢ (201)
2,00( — —
300,57 257,43 244,57
93,03¢ 126,11 124,86
40¢ 49¢ 477
(457) 2,67( (1,136)
92,98: 129,28: 124,21
37,76 42,74 32,84
$ 55,217 $ 86,53¢ $ 91,36¢
$ 144 $ 227 % 2.4€
$ 1.4z % 22: % 2.41
38,37¢ 38,05 37,12:
38,94¢ 38,74 37,93

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,

2013 2012 2011

Net income $ 55,217 $ 86,53¢ $ 91,36¢
Other comprehensive income (loss), before tax:

Unrealized gain (loss) on derivative instruments 89 (30) (267)

Unrealized (loss) gain on available-for-sale se@si (40) 16 17
Other comprehensive income (loss), before tax 49 24 (250)
Tax benefit (expense) related to items of otherp@inensive income 16 (5) (8)
Other comprehensive income (loss), net of tax 65 29 (258)
Comprehensive income $ 55,28: $ 86,52( $ 91,11(

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

Additional Paid-In

Comprehensive Income

Cumulative Other

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 stock

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 stock
Issuance of common stock under stock:
based compensation plans

Tax benefit from exercises and
cancellations of stock options

Balance at December 31, 2012

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 stock
Issuance of common stock under stock:
based compensation plans

Tax benefit from exercises and
cancellations of stock options

Balance at December 31, 2013

Shares Amount Capital (Loss) Retained Earnings Total

36,17: $ 36 $ 316,10¢ $ 281 $ 184,01: 500,43t
—_ —_ —_ 9 —_ 9
— — — (267) — (267)

—_ —_ —_ —_ 91,36¢ 91,36¢

— — 13,721 — — 13,721
(25) — — — (92€) (92€)
1,49¢ 2 30,88¢ — — 30,89:
—_ —_ 3,51¢ —_ —_ 3,51¢
37,64 38 364,24: 23 274,45; 638,75
—_ —_ —_ 11 —_ 11
_ — — (30) — (30)

—_ —_ —_ —_ 86,53¢ 86,53¢

— — 14,36¢ — — 14,36¢
(22) — — — (850) (850)
717 — 14,69 — — 14,691
—_ —_ 1,121 —_ —_ 1,121
38,34: 38 394,42 4 360,14: 754,61:
— — — (29 — (29

— — — 89 — 89

—_ —_ —_ —_ 55,215 55,215

— — 17,41¢ — — 17,41¢
(2,01¢ )] —_ —_ (63,587) (63,589
51€ — 9,62¢ — — 9,62¢
—_ —_ 42¢ —_ —_ 42¢
36,84( $ 37 $ 421,90: $ 69 $ 351,77¢ 773,78:

The accompanying notes are an
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NETGEAR, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended December 31,

Cash flows from operating activities:

Net income $

Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization
Purchase premium amortization/discount accretiomeestments, net
Non-cash stock-based compensation
Income tax benefit associated with stock optiorrezes
Gain on sale of cost method investment
Excess tax benefit from stock-based compensation
Impairment charges
Deferred income taxes
Changes in assets and liabilities, net of effecanfuisitions:
Accounts receivable
Inventories
Prepaid expenses and other assets
Accounts payable
Accrued employee compensation
Other accrued liabilities
Deferred revenue
Income taxes payable

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of short-term investments
Proceeds from maturities of short-term investments
Purchase of property and equipment
Payments for patents
Cost method investments
Payments made in connection with business acaisitinet of cash acquired

Net cash used in investing activities

Cash flows from financing activities:
Purchase and retirement of common stock
Proceeds from exercise of stock options
Proceeds from issuance of common stock under ereglstock purchase plan
Excess tax benefit from stock-based compensation

Net cash (used) provided by financing activities

Net (decrease) increase in cash and cash equisalent
Cash and cash equivalents, at beginning of period

Cash and cash equivalents, at end of period $

Supplemental Cash Flow Information:

Cash paid for income taxes $

2013 2012 2011
55217 $ 86,53¢ $ 91,36¢
32,85¢ 16,77¢ 14,73t

1,10z 2,49( 08¢
17,46: 14,37: 13,76:
42¢ 1,121 3,51¢

— (3,126 —
(767) (1,552 (3,679
2,00( — —
(7,927) (2,545) (4,621)
(10,470 5,317 (34,576
(46,679 (10,590 (30,039
(4,615) 2,61¢ (7,935
36,25( (30,615 28,13:
(1,787 (8,787 2,76¢
15,07( 3,44¢ 9,37¢
(1,21 (12,680 12,55¢
(26) (7,742) (342)
86,90: 55,04 96,01(
(153,469 (369,939 (228,87)
275,40 284,41t 227,66¢
(18,050 (14,76%) (8,211)
(275) (1,400) —
3,89( — —
(147,241 (28,625 (37,509
(39,739 (130,309 (46,927)
(63,58%) (850) (926)
7,481 12,70( 29,13¢
2,13¢ 1,997 1,75:
767 1,55: 3,67:
(53,197) 15,39¢ 33,63
(6,029 (59,866 82,72

149,03: 208,89t 126,17

143,000 $ 149,03 $ 208,89
4598, $ 52,40: $ 34,36t

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'Was incorporated in Delaware in January 1996. Toimg@any is a global networking compi
that delivers innovative products to consumersinasses and service providers. The Company's ptodue built on a variety of proven technolo
such as wireless, Ethernet and powerline, withcagan reliability and ease-ake. The product line consists of wired and wirelésvices that enat
networking, broadband access and network conngctiihese products are available in multiple camfigions to address the needs of the esets ii
each geographic region in which the Company's prtsdare sold.

The Company operates in three specific businessieseig: retail, commercial, and service providerchEbusiness unit is managed by a Se
Vice President/General Manager. The Company beid¢vis structure enables it to better focus iter&$fon the Company's core customer segr
and allows it to be more nimble and opportunisi@aompany overall. The retail business unitési$ed on individual consumers and consists of
performance, dependable and easyde-home networking, home video monitoring, storage digital media products. The commercial busines
is focused on small and medium size businessescandists of business networking, storage and dgcsalutions that bring enterprise cl
functionality at an affordable price. The servieevider business unit is focused on the serviceigey market and consists of madeetimer and rete
proven, whole home networking hardware and softwaletions, as well as 4G LTE hotspots sold toisergroviders for sale to their subscribers.

The Company sells networking products through mldtisales channels worldwide, including traditionetiailers, online retailers, wholes
distributors, direct market resellers (‘DMRs”), valadded resellers (“VARSs”), and broadband serpio®iders.

Basis of presentation

The accompanying consolidated financial statemiexctade the accounts of the Company and its wholiyied subsidiaries. All intesempan'
accounts and transactions have been eliminatégkindnsolidation of these subsidiaries.

Fiscal periods

The Company's fiscal year begins on January leoyéar stated and ends on December 31 of the saaneTthe Company reports its results
fiscal quarter basis rather than on a calendartgiubasis. Under the fiscal quarter basis, eatheofirst three fiscal quarters ends on the Suritases
to the calendar quarter end, with the fourth quateling on December 31.

Use of estimates

The preparation of financial statements in conftymith accounting principles generally acceptedthie United States of America requ
management to make estimates and assumptions ffbet the reported amounts of assets and liatsliaed disclosure of contingent assets
liabilities at the date of the financial statemeatsl the reported amounts of revenues and expeses) the reported period. Actual results c
differ from those estimates.

Cash and cash equivalents

The Company considers all highly liquid investmentth an original maturity at the time of purchaskthree months or less to be ¢
equivalents. The Company deposits cash and casvedents with high credit quality financial institans.

Short-term investments

Shortterm investments are partially comprised of matietssecurities that consist of government securitigth an original maturity or
remaining maturity at the time of purchase, of tgedahan three months and no more than 12 months. riarketable securities are held in
Company's name with one high quality financial itasibn, which acts as the Company's custodian awéstment manager. These market
securities are classified as available$ate securities in accordance with the provisidrth® authoritative guidance for investments arelcarried ¢
fair value with unrealized gains and losses replosiea separate component of stockholders' equity.
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NETGEAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

Short-term investments are also comprised of mabtetsecurities related to deferred compensatideine Companyg Deferred Compensati
Plan. Mutual funds are the only investments allowethe Company's Deferred Compensation Plan aadnvestments are held in a grantor 1
formed by the Company. The Company has classifiede investments as trading securities as theagranst actively manages the asset allocati
match the participantsiotional fund allocations. These securities arended at fair market value with unrealized gaind lsses included in ott
income (expense), net.

Certain risks and uncertainties

The Company's products are concentrated in theanking industry, which is characterized by rapidheological advances, changes in custc
requirements and evolving regulatory requirementsiadustry standards. The success of the Compapgrils on management's ability to antici
and/or to respond quickly and adequately to teddioal developments in its industry, changes irtamgr requirements, or changes in regule
requirements or industry standards. Any significdelays in the development or introduction of prduwcould have a material adverse effect ol
Company's business and operating results.

The Company relies on a limited number of thirdtiparto manufacture all of its products. If anytibé Company's thirgiarty manufacture
cannot or will not manufacture its products in riegd volumes, on a cosfffective basis, in a timely manner, or at all, @@npany will have to sect
additional manufacturing capacity. Any interruption delay in manufacturing could have a materialease effect on the Company's business
operating results.

Derivative financial instruments

The Company uses foreign currency forward contriacteanage the exposures to foreign exchange elsked to expected future cash flows
certain forecasted revenue, costs of revenue, tipgraxpenses, and on certain existing assets iabdities. Foreign currency forward contre
generally mature within fivenonths of inception. Under its foreign currenck nsanagement strategy, the Company utilizes dévivanstruments 1
reduce the impact of currency exchange rate movenmemthe Company's operating results by offsetgimigs and losses on the forward contracts
increases or decreases in foreign currency transacfThe company does not use derivative finamegiuments for speculative purposes.

The Company accounts for its derivative instrumasteither assets or liabilities and records thefailavalue. Derivatives that are not define:
hedges in the authoritative guidance for derivatimad hedging must be adjusted to fair value thraarnings. For derivative instruments that h
the exposure to variability in expected future célslws that are designated as cash flow hedgesetteetive portion of the gain or loss on
derivative instrument is reported as a componeuaiulative other comprehensive income in stockérsldequity and reclassified into earnings ir
same period or periods during which the hedgedsaetion affects earnings. The ineffective portiéithe gain or loss on the derivative instrumel
recognized in current earnings. To receive hedgewating treatment, cash flow hedges must be higffigctive in offsetting changes to expet
future cash flows on hedged transactions. For diévies designated as cash flow hedges, changhe tinte value are excluded from the assessm
hedge effectiveness and are recognized in earnings.

Concentration of credit risk

Financial instruments that potentially subject ®empany to a concentration of credit risk consistash and cash equivalents, sherty
investments and accounts receivable. The Compaligvbs that there is minimal credit risk associatéith the investment of its cash and ¢
equivalents and shotérm investments, due to the restrictions placethertype of investment that can be entered intteuthe Company's investm
policy. The Company's short-term investments comgigivestmenigrade securities, and the Company's cash and meass are held and managec
recognized financial institutions.

The Company's customers are primarily distribusmswvell as retailers and broadband service prowidéro sell or distribute the products 1
large group of endisers. The Company maintains an allowance for digludtcounts for estimated losses resulting fromittability of the Company
customers to make required payments. The Compapylady performs credit evaluations of the Compangustomers' financial condition ¢
considers factors such as historical experien@gitcquality, age of the accounts receivable balangeographic or countspecific risks and curre
economic conditions that may affect customersitsttib pay, and, generally, requires no collatéraim its customers. The Company secures ¢
insurance for certain customers in international @@mestic markets.

As of December 31, 2013 and 2012, Best Buy, Inresented 21% and 22% of the Company's total atsoeceivable respectively.
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NETGEAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

The Company is exposed to credit loss in the esEnbnperformance by counterparties to the foreigmency forward contracts used to mitig
the effect of foreign currency exchange rate changlae Company believes the counterparties fayitstanding contracts are large, financially sc
institutions and thus, the Company does not argtieimonperformance by these counterparties. Howgixan the recent, unprecedented turbulen
the financial markets, the failure of additionalinterparties is possible.

Fair value measurements

The carrying amounts of the Company's financiatriments, including cash equivalents, shertn investments, accounts receivable,
accounts payable approximate their fair values tdutheir short maturities. Foreign currency forwaahtracts are recorded at fair value base
observable market data. See NoteA&y Value Measurementsf the Notes to Consolidated Financial Statemenntslisclosures regarding fair va
measurements in accordance with the authoritativdegce for fair value measurements and disclosures

Cost method investments

As of December 31, 2013 and December 31, 2012 cdheying value of the Company's cost method imaests was $1.3 million Thes:
investments are included in other ncurrent assets in the consolidated balance shedtara carried at cost, adjusted for any impairmestause tt
Company does not have a controlling interest anesdmwt have the ability to exercise significaniuehce over these companies. The Com
monitors these investments for impairment on a tgugr basis, and adjusts carrying value for anydmpent charges recognized. There wece
impairments recognized in the years ended DeceBihe2013 and December 31, 201Realized gains and losses on these investmentgported i
other income (expense), net in the consolidateégrsents of operations. In the third fiscal quadeR012 the Company recognized a gair$afl
million on the partial sale of one of its cost mathnvestments.

Allowance for doubtful accounts

The Company maintains an allowance for doubtfubaats for estimated losses resulting from the iitglf its customers to make requil
payments. The Company regularly performs credituatemns of its customers' financial condition arahsiders factors such as historical experi¢
credit quality, age of the accounts receivable rixaa, and geographic or coungpyecific risks and economic conditions that magetfas customel
ability to pay. The allowance for doubtful accouistseviewed quarterly and adjusted if necessasgth@n the Company's assessments of its cust
ability to pay. If the financial condition of theoBpany's customers should deteriorate or if adeédults are higher than the Company's histc
experience, additional allowances may be requisbich could have an adverse impact on operatingresgs.

Inventories
Inventories consist primarily of finished goods whiare valued at the lower of cost or market, wikt being determined using the first-in, first-
out method. The Company writes down its inventobased on estimated excess and obsolete inventtetesmined primarily by future deme
forecasts. At the point of loss recognition, a neawer cost basis for that inventory is establiste® subsequent changes in facts and circumstdn
not result in the restoration or increase in thatly established cost basis.

Property and equipment, net

Property and equipment are stated at historical| tess accumulated depreciation. Depreciatioroiaputed using the straighite method ove
the estimated useful lives of the assets as follows

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
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Recoverability of assets to be held and used isored by comparing the carrying amount of an asstite estimated undiscounted future «
flows expected to be generated by the asset. Ifahgying amount of the asset exceeds its estimatdiscounted future net cash flows, an impairi
charge is recognized by the amount by which theyiway amount of the asset exceeds the fair valuth@fasset. The carrying value of the ass
reviewed on a regular basis for the existence dfsfaboth internal and external, that may suggepairment. Charges related to the impairme
property and equipment were not material in theyeaded December 31, 2013, 2012 and 2011 .

Goodwill

Goodwill represents the purchase price over estichir value of net assets of businesses acqinradusiness combination. Goodwill acqu
in a business combination is not amortized, buteand tested for impairment at least annually duthmgy fourth quarter. Should certain event
indicators of impairment occur between annual impant tests, the Company will perform the impairinist as those events or indicators ot
Examples of such events or circumstances includefadowing: a significant decline in the Compasyexpected future cash flows; a sustai
significant decline in the Comparsystock price and market capitalization; a sigaificadverse change in the business climate; angslgrowth rate:

Goodwill is tested for impairment at the reportingt level by first performing a qualitative assagst to determine whether it is more likely t
not (that is, a likelihood of more than 50%) thae fair value of the reporting unit is less thandarrying value. The qualitative assessment cere
the following factors: macroeconomic conditionsgdustry and market considerations, cost factorsyadveompany financial performance, eve
affecting the reporting units, and changes in thenfany's share price. If the reporting unit dogspass the qualitative assessment, then the Cor
estimates its fair value and compare the fair valith the carrying value of its net assets. If thie value is greater than the carrying value sfrie
assets, then no impairment results. If the faiu@as less than its carrying value, then it wowtkdmine the fair value of the goodwill by comparthe
implied fair value to the carrying value of the gadll in the same manner as if the Company weregeicquired in a business combinal
Specifically, the Company would allocate the faifue to all of our assets and liabilities, incluglany unrecognized intangible assets, in a hypicti
analysis that would calculate the implied fair \eahf goodwill. If the implied fair value of goodwik less than the recorded goodwill, an impairr
charge would be recorded to earnings in the Cattestald Statements of Operations.

In the fourth fiscal quarter of 2013, we completiee annual impairment test of goodwill. Due to therease in goodwill in fiscal year 2013 ¢
result of our acquisitions, we elected to bypassghalitative assessment and proceed directlytimating the fair value of net assets for each ripg
unit. The fair value of the business units was meit@ed placing an equal weighting of 50 percenttlo& income approach and market appr
indications of value. Under the income approach, fdir value of an asset is based on the valudefestimated cash flows that the asset c:
expected to generate in the future. These estimfatede cash flows were discounted to arrive airthespective fair values. Under the ma
approach, the fair value of the unit is based oramalysis of financial data for publicly traded qmamies engaged in the same or similar line
business. We compared the fair value of the reppminits to the reporting unit’carrying value and determined that goodwill wasimpaired sinc
the estimated fair values of each of the reportings exceeded the carrying values. The excesaioWélue over carrying amount for each of
reporting units ranged from approximately 15% tpragimately 219%of carrying amounts. The service provider busingsshas the lowest excess
fair value over carrying amount at 15% order to evaluate the sensitivity of the estied fair values of our reporting units in the gedkdmpairmen:
test, we applied a hypothetical 10% decrease tdaih@alues of each reporting unit. This hypotbatil0% decrease resulted in a lowest excessn
value over carrying amount of approximately 486 service provider business unit. We will congrio monitor goodwill on an annual basis as o
beginning of our fourth fiscal quarter and whenegeents or changes in circumstances, such as isgmtifadverse changes in business clima
operating results, changes in management's busstr@gsgy or significant declines in our stock grimdicate that there may be potential indicafi
impairment.

No goodwill impairment was recognized in the yesmded December 31, 2013, 2012 or 2011 .
Intangible assets
Purchased intangible assets with finite lives am@rtized using the straiglite method over the estimated economic lives efdhlsets, whic
range from four to ten years. Finiiged intangible assets are reviewed for impairmehénever events or changes in circumstances irdibat th

carrying amount of such assets may not be recoleer8etermination of recoverability is based onemtimate of undiscounted future cash fl
resulting from the use of the asset and its evédigposition.
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Purchased intangible assets determined to havdinitdeuseful lives are not amortized. Indefiniteed intangible assets are reviewed
impairment at least annually during the fourth ¢geraand whenever events or changes in circumstandiesite that the carrying amount of such a:
may not be recoverable. Measurement of an impairtess for indefinitelived assets that management expects to hold amdsusased on the fi
value of the asset. Indefinitered assets to be disposed of are reported dotter of carrying amount or fair value less costsell. The carrying vall
of the asset is reviewed on a regular basis foeMistence of facts, both internal and externalt thay suggest impairment.

In the fourth fiscal quarter of 2013, the Compamynpleted the annual impairment test of indefinited longlived assets. The Compe
assessed whether it was more likely than not {¢hat likelihood of more than 50%) the carrying amioof its indefinitelived intangible assets may |
be recoverable from their undiscounted cash flowsdnsidering the following factors: macroeconornaditions, industry and market considerati
cost factors, overall company financial performareeents affecting the reporting units, and changesur share price. Based on these factors
Company determined that it is not more likely tima that there were events or changes in circurostathat indicated that the carrying amount o
indefinite-lived intangible assets may not be rezrable from their undiscounted cash flows, andetfoee performing the first step of the twtef
impairment test for each reporting unit was unngass No impairments to the indefinliged assets were recognized resulting from theual
impairment tests in the years ended December 313 20012 and 2011 .

In the third quarter of 2013, the Company recordedmpairment charge of $2.0 milliorlated to the abandonment of certain IPR&D pra
acquired in the AirCard acquisition. No other impants to long-lived assets were recognized iry&ses ended December 31, 2013, 2012 and 2011

Product warranties

The Company provides for estimated future warramtjgations at the time revenue is recognized. Company's standard warranty obligatio
its direct customers generally provides for a righteturn of any product for a full refund in theent that such product is not merchantable avusd
to be damaged or defective. At the time revenuedegnized, an estimate of future warranty retismecorded to reduce revenue in the amount ¢
expected credit or refund to be provided to itedircustomers. At the time the Company recordsedbaction to revenue related to warranty ret
the Company includes within cost of revenue a wdite/n to reduce the carrying value of such prodtmtset realizable value. The Compa
standard warranty obligation to its end-users mlesifor replacement of a defective product for onenore years. Factors that affect the warr
obligation include product failure rates, matetiahge, and service delivery costs incurred in cting product failures. The estimated cost assec
with fulfilling the Company's warranty obligation endusers is recorded in cost of revenue. Because timnep&ny's products are manufactures
third-party manufacturers, in certain cases the @1y has recourse to the thppdrty manufacturer for replacement or credit f& defective product
The Company gives consideration to amounts recbleerfrom its thirdparty manufacturers in determining its warrantyility. Changes in tr
Company's warranty liability, which is included ascomponent of “Other accrued liabilitiesi the consolidated balance sheets, are as fol(av
thousands):

Year Ended December 31,

2013 2012
Balance as of beginning of the period $ 46,65¢ $ 44.84¢
Provision for warranty liability made during therjos 69,75¢ 61,98t
Settlements made during the period (67,66() (60,177)
Balance at end of period $ 48,75 % 46,65¢

Revenue recognition

Revenue from product sales is generally recogrédbe time the product is shipped provided thasyeesive evidence of an arrangement e:
titte and risk of loss has transferred to the am&ig the selling price is fixed or determinable adlection of the related receivable is reason
assured. Currently, for some of the Company's ousts, title passes to the customer upon delivetyréoport or country of destination, upon tl
receipt of the product, or upon the customer'sleesfthe product. At the end of each fiscal quatiee Company estimates and defers revenue r
to product where title has not transferred. Theenexe continues to be deferred until such timetitlatpasses to the customer. The Company as:
collectability based on a number of factors, inaghgdgeneral economic and market conditions, pastsaction history with the customer, and
creditworthiness of the customer. If the Companteifeines that collection of the fee is not reastnabsured, then the Company defers the fe:
recognizes revenue upon receipt of payment.
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The Company has an insignificant amount of proddfetrings with multiple elements. The Company's tiplé-element product offerings inclu
networking hardware with embedded software, vargnfévare subscription services, and support, whighconsidered separate units of accour
In general, the networking hardware with embedd#thvare is delivered up front, while the subscoptiservices and support are delivered ove
subscription and support period. The Company aléscaevenue to the software deliverables and tmesofiware deliverables (including softw
deliverables which function together with hardwedediverables to provide the product's essentiattionality) based upon their relative selling pr
Revenue allocated to each unit of accounting ie teeognized when persuasive evidence of an amamgieexists, title and risk of loss has transfe
to the customer, the selling price is fixed or deieable and collection of the related receivablesiasonably assured.

When applying the relative selling price methods @ompany determines the selling price for eacivelgble using vendaspecific objectiv
evidence ("VSOE") of fair value of the deliverabte, when VSOE of fair value is unavailable, its tbestimate of selling price (“ESP”"as th
Company has determined it is unable to establisti-frarty evidence of selling price for the deliverable determining VSOE, the Company reqt
that a substantial majority of the selling prices & deliverable sold on a staatbne basis fall within a reasonably narrow pricragge, general
evidenced by approximately 80% of such historitahg-alone transactions falling within ¥6% of the median price. The Company determines
for a deliverable by considering multiple factongluding, but not limited to, market conditions nguetitive landscape, internal costs, gross m.
objectives and pricing practices. The objectivé&SP is to determine the price at which the Compaoyid transact a sale if the deliverable were
on a standilone basis. The determination of ESP is made tfiramonsultation with and formal approval by the @amy's management, taking i
consideration the go-to-market strategy.

Certain distributors and retailers generally hadngeright to return product for stock rotation puses. Upon shipment of the product, the Com
reduces revenue for an estimate of potential fupneduct warranty and stock rotation returns relate the current period product rever
Management analyzes historical returns, channehnitory levels, current economic trends and chaimgesstomer demand for the Company's proc
when evaluating the adequacy of the allowancedtassreturns, namely warranty and stock rotatidmrns. Revenue on shipments is also reduce
estimated price protection and sales incentivemdddo be contra-revenue under the authoritativéamee for revenue recognition.

Sales incentives

The Company accrues for sales incentives as a tiragkexpense if it receives an identifiable benigfiexchange and can reasonably estimai
fair value of the identifiable benefit receivedhetwise, it is recorded as a reduction to reveniesa consequence, the Company records a sub¢
portion of its channel marketing costs as a redaadif revenue.

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

Shipping and handling fees and costs
The Company includes shipping and handling fededtb customers in net revenue. Shipping and lramdbsts associated with inbound fre
are included in cost of revenue. In cases wher€timpany gives a freight allowance to the custdimetheir own inbound freight costs, such cost:
appropriately recorded as a reduction in net regeShipping and handling costs associated withaaurtt freight are included in sales and marke
expenses and totaled $11.6 million , $12.1 milko $13.9 million in the years ended December 8132 2012 and 2011 respectively.
Research and development
Costs incurred in the research and developmengwfproducts are charged to expense as incurred.
Advertising costs
Advertising costs are expensed as incurred. Tabatriising and promotional expenses were $18.0anill $19.0 million , and $21.7 millioim

the years ended December 31, 2013, 2012 and 28péactively.
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Income taxes

The Company accounts for income taxes under art asseliability approach. Under this method, incotag expense is recognized for
amount of taxes payable or refundable for the cuiryear. In addition, deferred tax assets andliisds are recognized for the expected future
consequences of temporary differences resulting fidferent treatment for tax versus accountingdertain items, such as accruals and allowe
not currently deductible for tax purposes. Thed&winces result in deferred tax assets and ltadsli which are included within the consolide
balance sheet. The Company must then assess ¢fibdidd that the Company's deferred tax assetdwillecovered from future taxable income ar
the extent the Company believes that recoverytismave likely than not, the Company must estaldistaluation allowance.

In the ordinary course of business there is inlewacertainty in assessing the Company's incometaitions. The Company assesses it
positions and records benefits for all years subjecexamination based on management's evaluafidheofacts, circumstances and informa
available at the reporting date. For those taxtjpos where it is more likely than not that a teenbfit will be sustained, the Company records
largest amount of tax benefit with a greater th@rpBrcent 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 thaot that a tax benefit will be sustained, na
benefit has been recorded in the financial statésn&khere applicable, associated interest and pesdlave also been recognized as a compon
income tax expense.

Computation of net income per share

Basic net income per share is computed by dividiegincome by the weighted average number of comshamnes outstanding for the per
Diluted net income per share reflects the additidiiation from potential issuances of common staglkch as stock issuable pursuant to the exert
stock options and awards. Potentially dilutive slsaare excluded from the computation of dilutedimetme per share when their effect is atilitive.

Stock-based compensation

The Company measures stdzksed compensation at the grant date based oraitheafue of the award. The fair value of stockiops is
estimated using the Black-Scholes option pricingleloEstimated compensation cost relating to mstlistock units (‘RSUs’is based on the closi
fair market value of the Company’s common stocklendate of grant. The fair value of Employee StBokchase Plan (‘ESPP§ based on the 1£
discount at purchase, since the price of the shastermined at the purchase date.

The compensation expense for equity awards is egtlbg an estimate for forfeitures and is recognzest the vesting period of the award ur
a graded vesting method. In addition, the Compaitlyrecognize an excess benefit from stdzksed compensation in equity based on the diffe
between tax expense computed with consideratioth@fwindfall deduction and without considerationtbé windfall deduction. In addition, t
Company accounts for the indirect effects of stbaked compensation on the research tax credith@nfditeign tax credit in the income statement.
Note 11 Employee Benefit Planof the Notes to Consolidated Financial Statemfemta further discussion on stock-based compemsati

Comprehensive income

Comprehensive income consists of net income andrajhins and losses affecting stockholder's eghiy the Company excluded from
income, including gains and losses related tovaliue of shorterm investments and the effective portion of déslv hedges that were outstanding
of the end of the year.

Foreign currency translation

The Company's functional currency is the U.S. dofta all of its international subsidiaries. Foneigurrency transactions of internatic
subsidiaries are re-measured into U.S. dollarbetend-ofperiod exchange rates for monetary assets anditiedyi and historical exchange rates
non-monetary assets. Expenses are re-measure@ragavexchange rates in effect during each peeckpt for expenses related to moonetar
assets, which are re-measured at historical exeheatgs. Revenue is neeasured at average exchange rates in effect desaicly period. Gains a
losses arising from foreign currency transactioresiacluded in total comprehensive income and veeret loss of $1.6 milliofor the year ende
December 31, 2013 , a net gain of $0.2 milliontfe year ended December 31, 2012 and a net g&if.dfmillion for the year endddecember 3:
2011.
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Recent accounting pronouncements

In March 2013, the FASB issued ASU 2003 "Foreign Currency Matters,” which provides ttandards for parent's accounting for
cumulative translation adjustment upon derecogmitibcertain subsidiaries or groups of assets wighforeign entity or of an investment in a fore
entity. ASU 201305 is effective for reporting periods beginningeafbecember 15, 2013. The Company will adopt ttdadard in the first quarter
2014 and it does not expect the adoption to hasigréficant impact on its financial position, retsubf operations or cash flows.

In July 2013, the FASB issued ASU 2013; "Income Taxes," which provides explicit guidaran the financial statement presentation ¢
unrecognized tax benefit when a net operating ¢assyforward or a tax credit carryforward existsidér the new standard update, the Company’
unrecognized tax benefit, or a portion of an ungeixed tax benefit, should be presented in thenfied statements as a reduction to a deferre
asset for a net operating loss carryforward orxectadit carryforward. ASU 20131 is effective for the Company beginning in thstfiquarter fisc:
2014 and applied prospectively or retroactivelyhwatirly adoption permitted. The Company has adof®d 201311 during the three months en
December 31, 2013 on a prospective basis. It doekave a significant impact on the Company's fimarposition, results of operations or cash flows.

Note 2. Business Acquisitions

Arada Systems, Inc.

On June 21, 2013, the Company acquired certagtsaaad operations of Arada Systems, Inc. (“Aradafrivatelyheld company that develo
licenses, and provides solutions for the next gati@r of uses of Wi-Fi, for total purchase consadien of $5.2 millionin cash. The Company belie
the acquisition will bolster its wireless produdtesings in its commercial business unit and stteag its market position in the small to mediumne
campus wireless LAN market. The Company paid $4ilkom of the aggregate purchase price in the secondequafrt2013, and expects to pay
remaining $1.1 million , less amounts used to Batisrtain claims, twelve months after the closirighe acquisition.

The acquisition qualified as a business combinadioth was accounted for using the acquisition metiiatcounting. The results of Arada h
been included in the consolidated financial statemsince the date of acquisition. Pro forma resoiltoperations for the acquisition are not pres=e
as the financial impact to the Company's consa@idiaesults of operations is not material.

The allocation of the purchase price was as follimwshousands):

Property and equipment, net $ 15
Intangible assets, net 4,04(C
Goodwill 1,19¢

Total purchase price $ 5,25(

The fair values for tangible and intangible assetguired and liabilities assumed were based omatds of their fair values as of the acquis
date. These estimates are subject to revision,hwhiy result in adjustments to the values preseaitede. We expect to finalize these amounts w
twelve months from the acquisition date.

Of the $1.2 million of goodwill recorded on the adijtion of Arada, approximately $0.7 million andl.® million are deductible for U.S. fede
and state income tax purposes, respectively. Tlewid recognized, which was assigned to the Comfsaoommercial business unit, is prima
attributable to expected synergies resulting fromacquisition.

The Company designated $4.0 milliohthe acquired intangible assets as technologg.vEfue was calculated based on the present véline
future estimated cash flows derived from estimatadings attributable to the existing technology digtounted at 21.5% The acquired existir
technology is being amortized over its estimatezfuldife of five years .

AirCard Division of Sierra Wireless, Inc

On April 2, 2013, the Company completed the acquisition of selestets and operations of the Sierra Wireless, InoCakd busines
("AirCard"), including customer relationships, anebclass LTE engineering team, certain intellectuapprty, inventory and property and equipm
The Company believes this acquisition will accatetiie mobile initiative of the service providersmess unit to become a global leader in provi
the latest in LTE data networking access devices.
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The Company paid $140.0 millioof the aggregate purchase price in the second equaft2013. The acquisition qualified as a busi
combination and was accounted for using the adgprisinethod of accounting. The results of AirCaedé been included in the consolidated finai
statements since the date of acquisition. Revemdeearnings for AirCard as of the acquisition date not presented as the business was
integrated into the service provider business suitisequent to the acquisition and therefore imjpeue for the Company to quantify.

The allocation of the purchase price was as folliwshousands):

Inventories $ 2,87¢
Prepaid expenses 9,03(
Other assets 3,22¢
Property and equipment, net 7,45¢
Intangible assets, net 69,70(
Goodwill 53,84:
Liabilities assumed (6,09¢)

Total purchase price $ 140,03

In the third quarter of 2013, the Company madedjnstment of $0.5 milliorio goodwill related to revised inventory estimafEse fair value
for tangible and intangible assets acquired ardlii@s assumed are based on estimates of theivdtues as of the acquisition date. These esés
are subject to revision, which may result in adjuestts to the values presented above. We expeitaiivé these amounts within twelve months f
the acquisition date.

Of the $53.8 million of goodwill recorded on thegadsition of AirCard, approximately $36.6 million$2.3 million and $53.8 millioris
deductible for U.S. federal, Canadian, and U.Sestecome tax purposes, respectively. The goodeilbgnized, which was assigned to the Comp
service provider business unit, is primarily atttéible to expected synergies resulting from theiisdgpn.

The Company designated $16.3 milliofthe acquired intangible assets as technologg.vEtue was calculated based on the present vathe
future estimated cash flows derived from estimatdngs attributable to the existing technology disdounted at 10.0%The acquired technology
being amortized over its estimated useful lifeamfrfyears .

The Company designated $40.5 million of the acgliméangible assets as customer relationships. Theeweas calculated based on the pre
value of the future estimated cash flows derivednfiprojections of future operations attributablesiisting customer relationships and discount:
12.0% . The acquired customer relationships anegbemnortized over an estimated useful life of eigdrs

The Company designated $2.3 million of the acquinéahgible assets as napmpete agreements. The value was calculated loaisée prese
value of the future estimated cash flows derivexnfiprojections of future operations attributablette noneompete agreements and discounte
12.0% . The acquired agreements are being amontizexdan estimated useful life of five years .

The Company designated $1.1 milliohthe acquired intangible assets as backlog. Hieevwas calculated based on the present valulee
future contractual revenue and discounted at 10.0Pe acquired backlog was fully amortized in thesd quarter of 2013.

The Company acquired $9.5 million in in-proces®agsh and development (“IPR&Drojects. The value was calculated based on theep
value of future estimated cash flows discounteti3ad%, derived from projections of future revenues htitable to the assets, expected economi
of the assets, and royalty rates. The IPR&D acduseconsidered indefinite lived intangible assatsil research and development efforts assoc
with the projects are completed or abandoned. Tost significant of the acquired IPR&D projects teléo multimode LTE technologies, Mobile t
Spot, USB dongle, and Module form factors. As ot&maber 31, 2013, $7.4 millioof the acquired IPR&D has reached technical fehsitEnd wa
reclassified to definite-lived intangibles and wéth estimated useful life of four years. In addifithe Company recorded an impairment chargk2df
million in the third quarter of 2013, related to the abamdent of certain IPR&D projects acquired. The Comypexpects to complete the remair
$0.1 million in IPR&D projects, at an estimated toos$0.2 million , by the second quarter of 2014.
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Pro forma financial information

The unaudited pro forma financial information i ttable below summarizes the combined results obparations and those of AirCard for
periods shown as though the acquisition of AirCaecdurred as of the beginning of the fiscal year20he pro forma financial information for 1
periods presented includes the accounting effddiseobusiness combination, including adjustmeathe amortization of intangible assets, fair v
of acquired inventory, acquisitiorelated costs, integration expenses and relatedffagts of these adjustments, where applicablés ififiormation i
for informational purposes only, is subject to anfber of estimates, assumptions and other uncedsirdnd may not be indicative of the resuli
operations that would have been achieved if theiaitipn had taken place at January 1, 2012.

The unaudited pro forma financial information isf@ltows (in thousands):

Years Ended

December 31, December 31,
2013 2012
(in millions)
Revenue $ 1,418 $ 1,51¢
Net income $ 57 $ 89

AVAAK, Inc.

On July 2, 2012 , the Company acquired 100% ofubing equity interests of AVAAK, Inc. (“AVAAK"), aprivatelytheld company th
developed wire-free video networking products fatak purchase consideration of $24.0 millioncash. The Company believes the acquisition
bolster its retail business unit product offerirgsl expand its presence into the smart home marketCompany paid $21.6 milliasf the aggrega
purchase price in the third quarter of 2012, amdrémaining $2.4 million was paid in the third geaof 2013.

The acquisition qualified as a business combinatiod was accounted for using the acquisition metifaaccounting. The results of AVAA
have been included in the consolidated financialestents 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 folliwshousands):

Net tangible assets acquired $ 17z
Deferred tax assets, net 5,93
Intangible assets, net 6,00(
Goodwill 11,89¢

Total consideration $ 24,004

Noneof the goodwill recognized related to AVAAK is dadible for income tax purposes. The goodwill redagd, which was assigned to
Company's retail business unit, is primarily atitédble to expected synergies resulting from theisipn.

In connection with the acquisition, the Companyorded $5.9 milliorof deferred tax assets net of deferred tax liaeditThe deferred tax ass
arise from the tax benefit of the estimated netaiey losses as of the date of the acquisitioerafpnsideration of limitations on the use undes.
Internal Revenue Code section 382. The deferredgagts are reduced by deferred tax liabilitiesrod for the book basis in intangible assets and i
process research and development ("IPR&D") for Whiee Company has no tax basis.

The Company designated $2.3 milliohthe acquired intangible assets as technologg.vEtiue was calculated based on the present vélie
future estimated cash flows derived from estimatadings attributable to the existing technology distounted at 14.0% The acquired existir
technology is being amortized over its estimatezfuldife of five years .

The Company designated $0.3 milliohthe acquired intangible assets as customeiior&dtips. The value was calculated based on theep
value of the future estimated cash flows derivednfiprojections of future operations attributableekisting customer relationships and discount:
14.0% . The acquired customer relationships anegbenortized over an estimated useful life of frears .
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The Company designated $1.4 milliofithe acquired intangible assets as trade nameraddmarks. The value was calculated based ¢
present value of the future estimated cash flows/elé from projections of future operations atttidthle to existing trade name and trademarks
discounted at 16.0% . The acquired trade nameraddrharks are being amortized over an estimatéddluie of five years .

In addition, $2.0 millionof the consideration paid represents the fair valiacquired IPR&D projects. The IPR&D acquiredcisnsidere
indefinite lived intangible assets until researold development efforts associated with the projeescompleted or abandoned. The most significk
the acquired IPR&D projects relate to camera teldgyoand applications. As of the first fiscal queirof 2013, all of the acquired IPR&D had reac
technical feasibility and was reclassified to didinintangibles with an estimated useful life afuf years.

Firetide, Inc.

On June 4, 2012 , the Company acquired certaiflenteal property of Firetide, Inc. (“Firetide”) fan aggregate purchase priceb@f2 millior
in cash. The acquisition included intangible astfeas existed at the closing date, including IPtmts, technology assets, business technology
goodwill. The Company believes the acquisition veidlister its wireless product offerings in its coemial business unit and strengthen its m:
position in the small to medium size campus wireleAN market.

The acquisition qualified as a business combinadiwh was accounted for using the acquisition meti@tcounting. The results of Firetide h
been included in the consolidated financial stategmsince the date of acquisition. Pro forma resofitoperations for the acquisition are not pre=e
as the financial impact to the Company's consa@idiaeésults of operations is not material.

The Company paid $6.6 million of the aggregate pase price in the second quarter of 2012, anddimaining $0.6 milliorwas paid in th
second fiscal quarter of 2013. The ongoing costevEtloping these assets subsequent to the datgjoisition have been included in the consolic
financial statements since the date of acquisitidre historical results of operations related te #tquired assets prior to the acquisition wert
material to the Company’s results of operations.

The allocation of the purchase price was as folliwshousands):

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

Of the $3.0 million of goodwill recorded on the aggition of Firetide, approximately $1.6 million @$3.0 millionis deductible for U.S. fedel
and state income tax purposes, respectively. Tlewid recognized, which was assigned to the Comfsaoommercial business unit, is prima
attributable to expected synergies and the assemialekforce of Firetide.

The Company designated the $4.2 millioracquired intangible assets as technology. Theewaas calculated based on the present values
future estimated cash flows derived from estimatadings attributable to the existing technology digtounted at 22.0% The acquired existir
technology is being amortized over its estimatezfuldife of five years .
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Note 3. Balance Sheet Components (in thousands)

Short-Term Investments

As of
December 31, 2013 December 31, 2012
Unrealized Unrealized Estimated Fair Unrealized Unrealized Estimated Fair
Cost Gain Loss Value Cost Gain Loss Value

U.S. Treasuries $ 10459 $ 7 % (1) $ 104,60. $ 22501 $ 48 $ (2 $ 225,06
Certificates of Deposits 15¢ — — 15¢ 2,78: — — 2,78:
Mutual Funds 38t — — 38t — — — —
Total $ 10513¢ $ 7 $ 1) $ 10514' $ 227,79 $ 48 3 2 $ 227,84

The Company’s marketable securities are classdiedvailable-fosale consisting of government securities and tgadicurities consisting
mutual funds. All the securities are with an ora@imaturity or remaining maturity at the time ofrghiase of greater than three mordinsl no mor
than 12 months . Accordingly, none of the shont@rvestments have unrealized losses greater thamohths.

Cost Method Investments

As of December 31, 2013 and December 31, 2012 cdneying value of the Company's cost method imaests was $1.3 million Thes:
investments are included in other ncurrent assets in the consolidated balance shedtara carried at cost, adjusted for any impairmestause tt
Company does not have a controlling interest anesdwmt have the ability to exercise significanfuefce over these companies. The Com
monitors these investments for impairment on a tgdgrbasis, and adjusts carrying value for anyampent charges recognized. There wece
impairments recognized in the years ended DeceBhe2013 and December 31, 201Realized gains and losses on these investmenteported i
other income (expense), net in the consolidatersents of operations. In the third fiscal quade012 the Company recognized a gair$sfl
million on the partial sale of one of its cost m&thnvestments. No other gains or losses were decbin the years ended December 31, 2813

December 31, 2012 .

Accounts receivable, net

As of
December 31, December 31,
2013 2012

Gross accounts receivable $ 289,47¢ $ 276,08:
Allowance for doubtful accounts (1,255 (1,25€)
Allowance for sales returns (17,46 (17,03
Allowance for price protection (4,277) (1,787
Total allowances (22,99H (20,070

Total accounts receivable, net $ 266,48: $ 256,01«

72




Table of Contents
NETGEAR, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

Inventories

Raw materials

Work-in-process

Finished goods
Total inventories

As of
December 31, December 31,
2013 2012
$ 8,67¢ $ 4,44’
6,23¢ —
209,54 170,45¢
$ 224,45t 3 174,90:

The Company records provisions for excess and etesolventory based on forecasts of future dem@fidle management believes the estim
and assumptions underlying its current forecagtsr@asonable, there is risk that additional chargag be necessary if current forecasts are g

than actual demand.

Property and equipment, net

Computer equipment
Furniture, fixtures and leasehold improvements
Software
Machinery and equipment
Construction in progress
Total property and equipment, gross
Accumulated depreciation and amortization
Total property and equipment, net

As of
December 31, December 31,
2013 2012

$ 8527 $ 7,29(
14,01¢ 12,76:

25,72 21,52:

50,65¢ 31,69

21 38¢

98,94t 73,65:

(71,75) (54,62¢)
$ 27,19¢  $ 19,02t

Depreciation and amortization expense pertainingréperty and equipment was $17.3 million , $11ilion and $9.9 million for the years

ended December 31, 2013, 2012 and 2011 , resphctiv
Intangibles, net

The following tables present details of the Compapyrchased intangible assets:

Accumulated

Gross Amortization Net

December 31, 2013
Technology $ 60,99¢ $ (29,599 $ 31,40¢
Customer contracts and relationships 56,50( (9,120 47,38(
Other 10,54¢ (5,319 5,232
Finite-lived intangibles, net 128,04« (44,026 84,01¢
Indefinite-lived intangible assets 10C — 10C
Total purchased intangible assets, net $ 128,14« § (44,020 $ 84,11¢
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Accumulated

Gross Amortization Net

December 31, 2012
Technology $ 32,25¢ $ (22,065 $ 10,19/
Customer contracts and relationships 16,00( (3,300) 12,69¢
Other 6,87( (3,142 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

The Company purchased finite-lived intangible assét$64.2 million and indefinite-lived assets &% million, as a result of its acquisition
AirCard and Arada during the second quarter of 204@ further discussion regarding the AirCard srdda acquisitions, see Note Busines
Acquisitions. In addition, the Company purchased $0.3 milliopatents during the second quarter of 2013.

As of December 31, 2013 , the Company had $0.1amilh indefinitelived intangible assets. This balance relates éa¢maining IPR&D asse
acquired in connection with the Company's acquisitf AirCard. IPR&D assets represent IPR&D praggettiat have not reached technical feasit
and are required to be classified as indefilited assets until the successful completion omdbament of the associated research and develo
efforts. Accordingly, during the development perifter the date of acquisition, these assets willbre amortized. When the asset reaches tec
feasibility, the Company will determine the uselifé of the asset, reclassify the asset out of IBR&nd begin amortization. Development ¢
incurred after acquisition on acquired IPR&D prdgeare expensed as incurred. As of December 313 28Y.4 millionof the IPR&D had reach
technical feasibility and as a result, was recfeegbsfrom IPR&D to technology. In addition, $2.0lhun of IPR&D projects were abandoned during
third quarter of 2013. The Company expects to cetepthe remaining IPR&D by the second quarter di42@or an estimated future cost to comg
of $0.2 million .

Amortization of purchased intangible assets inybars ended December 31, 2013 , 2012 and 2011 ¥&aS5 #illion , $4.9 million and4.¢
million , respectively. In the year ended Decembkyr 2013, the Company recorded an impairment chaf@2.0 milliondue to the abandonment
IPR&D discussed above. No impairment charges wegerded in the years ended December 31, 2012 &id.20

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

Year Ending December 31, Amount
2014 $ 17,87¢
2015 17,25¢
2016 16,89¢
2017 11,361
2018 7,85¢
Thereafter 12,76¢
Total expected amortization expense $ 84,01¢
Goodwill

The changes in the carrying amount of goodwill dgihe years ended December 31, 2013 and 2012 $oHcavs:
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Service
Retail Commercial Provider Total
Gooduwill at December 31, 2011 $ 33,54¢ $ 32,04: % 20,35t % 85,94«
Goodwill acquired during the period 11,89t 3,041 — 14,93¢
Goodwill at December 31, 2012 45,44 35,08« 20,35¢ 100,88
Goodwill acquired during the period — 1,19¢ 53,84: 55,03¢
Goodwill at December 31, 2013 $ 4544 % 36,27¢ % 74,19¢ $  155,91¢

During 2013 , the Company recorded goodwill of $5&illion , related to its acquisitions of AirCaathd Arada, including an adjustment®#r.c
million to goodwill, related to a change in theimstted fair value of inventory acquired in the Adn@ acquisition. Refer to Note Busines
Acquisitions, for additional information regarding the Compargtquisitions.

There were no impairments to goodwill in the yeamsded December 31, 2013 , 2012 and 2011 . Refidote 1,The Company and Summan
Significant Accounting Policiesfor additional information regarding the Companybodwill impairment assessment.

Other non-current assets

As of
December 31, 2013 December 31, 2012
Non-current deferred income taxes $ 20,23t $ 16,85¢
Cost method investment 1,322 1,322
Other 5,03« 4,65¢€
Total other non-current assets $ 26,597 $ 22,83¢

Other accrued liabilities
As of
December 31, December 31,
2013 2012

Sales and marketing programs $ 4794. % 43,65:
Warranty obligation 48,75¢ 46,65¢
Freight 5,79( 4,457
Other 40,73 31,48°
Total other accrued liabilities $ 143,21t $ 126,25!

Note 4. Restructuring and Other Charges
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The Company accounts for its restructuring plandeurthe authoritative guidance for exit or dispasativities. The Company presents expe
related to restructuring and other charges asaatpline item in its Consolidated Statements péi@tions.

During the year ended December 31, 2013 , the Coynjeurred restructuring and other charges of $&illlon . Restructuring charges consis
of $3.3 million in severance costs related to thiesolidation of certain teams and locations dutiregfourth quarter of 2013, and $0.2 millicriated ti
an office lease exit liability related to the AVAAHKcquisition. Other charges consisted of $1.9 amilin transition costs related to the AirC
acquisition. In addition, the Company recorded streeturing adjustment of $94,0@0 decrease the previously recorded severancditjafor an
office lease exit related to the AVAAK acquisitiand the consolidation of product groups within tbenmercial business units. The Company ex|
to pay the remaining cost related to restructuawer the next three months. Refer to Not8@2siness Acquisitiorfer additional information regardi
the AirCard and AVAAK acquisitions. During the yeanded December 31, 2012, the Company incurred $lllbn in restructuring costs f
employee severance related to the consolidatigmaafuct groups within our commercial business unit.

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,
2012 Additions Cash Payments Adjustments 2013

(In thousands)

Restructuring $ 99¢ $ 3531 % (3,429 $ 94) $ 1,01z
Acquisition transition costs — 1,892 (1,887 — 10
Restructuring and other charges ~ $ 99¢ § 542¢ $ (531) $ (99 s 1,02¢
Accrued Restructuring and Accrued Restructuring and
Other Charges at December 31, Other Charges at December 31,
2011 Additions Cash Payments Adjustments 2012

(In thousands)

Restructuring $ — % 1,19C $ (191 $ — % 99¢
Note 5. Derivative Financial Instruments

The Companys subsidiaries have had, and will continue to hmagerial future cash flows, including revenue amgemses, which a
denominated in currencies other than the Compafyhctional currency. The Company and all its &libges designate the U.S. dollar as
functional currency. Changes in exchange rates dsivwthe Companyg’ functional currency and other currencies in which Company transa
business will cause fluctuations in cash flow exatiens and cash flow realized or settled. Accagliinthe Company uses derivatives to mitigat
business exposure to foreign exchange risk. Thepaognenters into foreign currency forward contrastawustralian dollars, British pounds, Eutl
and Japanese yen to manage the exposures to fesagigange risk related to expected future cashsflonvcertain forecasted revenue, costs of rev
operating expenses and existing assets and liabilithe Company does not enter into derivativesstctions for trading or speculative purposes.

The Company’s foreign currency forward contractsndo contain any credit-riskelated contingent features. The Company is exptsededi
losses in the event of nonperformance by the coyatdies of its forward contracts. The Companyeeninto derivative contracts with higfuality
financial institutions and limits the amount of diteexposure to any one counteairty. In addition, the derivative contracts tyflicanature in less the
six months and the Company continuously evaluates credit standing of its counter-party financiastitutions. The countgrarties to thes
arrangements are large highly rated financial m$tins and the Company does not consider non-pedice a material risk.

The Company may choose not to hedge certain fomighange exposures for a variety of reasons, divgyl but not limited to, immaterialit
accounting considerations and the prohibitive eatin@ost of hedging particular exposures. Therelmno assurance the hedges will offset more
a portion of the financial impact resulting from wements in foreign exchange rates. The Comgaagtounting policies for these instruments
based on whether the instruments are designataddge or noredge instruments in accordance with the authiw@aguidance for derivatives a
hedging. The Company records all
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derivatives on the balance sheet at fair value. &ifective portions of cash flow hedges are rectrigdeother comprehensive income until the het
item is recognized in earnings. Derivatives tha aot designated as hedging instruments and tligedtige portions of its designated hedges
adjusted to fair value through earnings in otheoine (expense), net in the consolidated stateniemavations.

The fair values of the Comparsyterivative instruments and the line items ondbiesolidated balance sheet to which they were decbas ¢
December 31, 2013, and December 31, 2012 , armatized as follows (in thousands):

Balance Sheet Fair value at Balance Sheet Fair value at
Derivative Assets Location December 31, 2013 Location December 31, 2012
Derivative assets not designated as hedging  Prepaid expenses and Prepaid expenses and
instruments other current assets $ 84z other current assets $ 1,14z
Derivative assets designated as hedging Prepaid expenses and Prepaid expenses and
instruments other current assets 63 other current assets 2
Total $ 90t $ 1,144
Balance Sheet Fair value at Balance Sheet Fair value at
Derivative Liabilities Location December 31, 2013 Location December 31, 2012
Derivative liabilities not designated as hedging
instruments Other accrued liabilities  $ (36€) Other accrued liabilities $ (1,616
Derivative liabilities designated as hedging
instruments Other accrued liabilities (13) Other accrued liabilities 3
Total $ (387) $ (1,619

For details of the Company’s fair value measures)esge Note 13;air Value Measurements.
Offsetting Derivative Assets and Liabilities

The Company has entered into master netting arnaeges which allow net settlements under certairditmms. Although netting is permitted
is currently the Company's policy and practiceetword all derivative assets and liabilities on@sgrbasis in the condensed consolidated balane¢s:

The following tables set forth the offsetting ofidative assets as of December 31, 2013 and DeaeBih@012 (in thousands):

Gross Amounts Not Offset in the Condensed
Consolidated Balance Sheets

Gross Amounts Offset in Net Amounts Of Assets
the Condensed Presented in the

Gross Amounts of Consolidated Balance Condensed Consolidated
As of December 31, 2013 Recognized Assets Sheets Balance Sheets Financial Instruments Cash Collateral Pledged Net Amount
Barclays $ 90t $ — 3 90t $ (287 $ — % 61€
Wells Fargo Bank — — — — — —
Total $ 90 $ —  $ 90 $ (287) $ — 3 61¢
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Gross Amounts Not Offset in the Condensed
Consolidated Balance Sheets

Gross Amounts of

Gross Amounts Offset in
the Condensed
Consolidated Balance

Net Amounts Of Assets
Presented in the
Condensed Consolidated

As of December 31, 2012 Recognized Assets Sheets Balance Sheets Financial Instruments Cash Collateral Pledged Net Amount

Barclays $ 1,107 $ — 3 1,107 $ (1,20) $ = =
Wells Fargo Bank 37 — 37 (37 — —
Total $ 1,14 % — 3 1,14 % 1,149 $ — % =

The following tables set forth the offsetting ofidative liabilities as of December 31, 2013 anc®mber 31, 2012 (in thousands):

Gross Amounts Not Offset in the Condensed
Consolidated Balance Sheets

Net Amounts Of Liabilities
Presented in the
Condensed Consolidated

Gross Amounts Offset in
the Condensed

Gross Amounts of Consolidated Balance

As of December 31, 2013 Recognized Liabilities Sheets Balance Sheets Financial Instruments Cash Collateral Pledged Net Amount
Barclays $ 287 $ — 3 287 $ 287 $ — % —
Wells Fargo Bank 94 — 94 — — 94
Total $ 381 $ — 3 381 $ (287 $ — 3 94
Gross Amounts Not Offset in the Condensed
Consolidated Balance Sheets
Gross Amounts Offsetin  Net Amounts Of Liabilities
the Condensed Presented in the
Gross Amounts of Consolidated Balance Condensed Consolidated
As of December 31, 2012 Recognized Liabilities Sheets Balance Sheets Financial Instruments Cash Collateral Pledged Net Amount
Barclays $ 1,401 $ — 3 1,401 $ (1,109 $ — % 294
Wells Fargo Bank 21¢ — 21¢ 37 — 181
Total $ 1,61¢ $ — 3 1,61¢ $ (1,149 $ —  $ 47¢

Cash flow hedges

To help manage the exposure of operating margirfutbuations in foreign currency exchange ratég €ompany hedges a portion of
anticipated foreign currency revenue, costs of maeeand certain operating expenses. These hedgedesignated at the inception of the he
relationship as cash flow hedges under the au#tivét guidance for derivatives and hedging. Effemiess is tested at least quarterly
prospectively and retrospectively using regressioalysis to ensure that the hedge relationshipees effective and is likely to remain effectivetlin
future. The Company typically hedges portions sfitticipated foreign currency exposure for thoefive months. The Company enters into alfoue
forward contracts per quarter with an average sizbout $7 million USD equivalent related to itsh flow hedging program.

The Company expects to reclassify to earningsfath® amounts recorded in other comprehensive iec@@CI") associated with its cash fl
hedges over the next h2onths. OCI associated with cash flow hedges @idor currency revenue is recognized as a compaferdt revenue in tt
same period as the related revenue is recogniz@tlag€sociated with cash flow hedges of foreigneney costs of revenue and operating expens:
recognized as a component of cost of revenue ardatipg expense in the same period as the relatsts of revenue and operating expense
recognized.

Derivative instruments designated as cash flow égdagust be ddesignated as hedges when it is probable the fetexthedged transaction \
not occur within the designated hedge period aotfrecognized within 60 days following the endod
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hedge period. Deferred gains and losses in othmpoehensive income associated with such derivatisguments are reclassified immediately
earnings through other income and expense. Anyesuiesit changes in fair value of such derivativérimsents also are reflected in current earr
unless they are rdesignated as hedges of other transactions. The&uondid not recognize any material net gains ssds related to the loss of he
designation on discontinued cash flow hedges duhiagears ended December 31, 2013, 2012 and.2011

The effects of the Company’s derivative instrumemtgOCIl and the consolidated statement of operafionthe years ended December 31, 2013
2012 and 2011 are summarized as follows (in thalsan

Year Ended December 31, 2013
Gain or (Loss)

Location of Reclassified Location of
Gain or (Loss) Gain or (Loss) from Gain or (Loss) Amount of Gain or
Recognized in Reclassified from OCI OCl into Recognized in (Loss) Recognized in
OCl - into Income - Income - Income and Income and
Effective Effective Effective Excluded from Excluded from
Derivatives Designated as Hedging Instruments Portion (a) Portion Portion (a) Effectiveness Testing Effectiveness Testing

Cash flow hedges:
Other income

Foreign currency forward contracts $ 775 Netrevenue $ 844 (expense), net $ (1179
Other income

Foreign currency forward contracts —  Cost of revenue (9) (expense), net —
Operating Other income

Foreign currency forward contracts — expenses (14€) (expense), net —

Total $ 77t $ 68€ $ (117

Year Ended December 31, 2012
Gain or (Loss)

Location of Reclassified Location of
Gain or (Loss) Gain or (Loss) from Gain or (Loss) Amount of Gain or
Recognized in Reclassified 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 $ 164 Netrevenue $ 26z (expense), net $ (158)
Other income

Foreign currency forward contracts —  Cost of revenue (1) (expense), net —
Operating Other income

Foreign currency forward contracts — expenses (67) (expense), net —

Total $ 164 $ 194 $ (15¢)
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Year Ended December 31, 2011
Gain or (Loss)

Location of Reclassified Location of
Gain or (Loss) Gain or (Loss) from Gain or (Loss) Amount of Gain or
Recognized in Reclassified 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

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

The Company did not recognize angt gain or loss related to the ineffective portidrcash flow hedges during the years ended DeceBit
2013, 2012 and 2011 .

Non-designated hedges

The Company enters into non-designated hedges uhdeauthoritative guidance for derivatives anddiegl to manage the exposure of non-
functional currency monetary assets and liabiliiekl on its financial statements to fluctuatiom$areign currency exchange rates, as well asdoas
volatility in other income and expense. The noniglested hedges are generally expected to offsechiamges in value of its net nfumctiona
currency asset and liability position resultingnfrdoreign exchange rate fluctuations. Foreign awyedenominated accounts receivable and pa
are hedged with non-designated hedges when théedelnticipated foreign revenue and expenses amgmé&ed in the Comparg’financia
statements. The Company also hedges certairfuranional currency monetary assets and liabilittest may not be incorporated into the cash
hedge program. The Company adjusts its non-desigrta@dges monthly and enters into about 13designated derivatives per quarter. The ave
size of its non-designated hedges is about $2aniliSD equivalent and these hedges normally ramge déne to five months in duration.

The effects of the Comparsy/derivatives not designated as hedging instruniaragher income (expense), net in the consolidatatements
operations for the years ended December 31, 204 2@12 , are as follows (in thousands):

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

Year Ended Year Ended
Location of Gains or (Losses) December 31, December 31,
Derivatives Not Designated as Hedging Instruments Recognized in Income on Derivative 2013 2012
Foreign currency forward contracts Other (expense) income, net 45¢  $ (502)

Note 6. Net Income Per Share

Basic net income per share is computed by divitlegnet income for the period by the weighted ayerumber of common shares outstan
during the period. Diluted net income per shareasputed by dividing the net income for the perydthe weighted average number of shart
common stock and potentially dilutive common stackstanding during the period. Potentially dilutigemmon shares include outstanding s
options and unvested restricted stock awards, wdmelreflected in diluted net income per sharefdplieation of the treasury stock method. Unde
treasury stock method, the amount that the employest pay for exercising stock options, the amafrétockbased compensation cost for fut
services that the Company has not yet recognizedittee estimated tax benefit that would be recoidestlditional paidn capital upon exercise ¢
assumed to be used to repurchase shares.
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Net income per share for the years ended Decenmih@03 3 , 2012 and 2011 are as follows (in thousaextept per share data):

Year Ended
December 31, December 31, December 31,
2013 2012 2011

Net income $ 55,217 $ 86,53¢ $ 91,36¢
Weighted average shares outstanding:

Basic 38,37¢ 38,057 37,12:

Dilutive potential common shares 56¢ 69C 811

Total diluted 38,94¢ 38,747 37,93:
Basic net income per share $ 144 % 221 % 2.4¢
Diluted net income per share $ 1.4z $ 22 % 2.41

Common stock equivalents excluded from net incoereduted share because their effect would haes lati-dilutive totaled 2.8 million2.€
million and 2.0 million shares for the years en@stember 31, 2013, 2012 and 2011 , respectively.

Note 7. Other (Expense) Income, Net

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

Year Ended December 31,

2013 2012 2011
Foreign currency transaction (loss) gain, net $ (1,599 $ 204 % 131
Foreign currency contract gain (loss), net 341 (660) (1,267)
Other 794 3,12¢ —
Total $ 457 $ 2,67C $ (1,136

Note 8. Income Taxes

Income before income taxes consists of the follgwin thousands):

Year Ended December 31,

2013 2012 2011
United States $ 91,31t $ 102,15¢ $ 79,31¢
International 1,66¢ 27,12 44,89:
Total $ 92,98: $ 129,28: $ 124,21(
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Year Ended December 31,

2013 2012 2011
Current:
U.S. Federal $ 30,98¢ $ 34,66¢ $ 27,41t
State 3,751 4,55t 3,31¢
Foreign 11,22 6,097 6,76(
45,96« 45,31¢ 37,49
Deferred:
U.S. Federal (6,747) (2,069 (3,157)
State (1,169 (58¢) (713)
Foreign (294 82 (78¢)
(8,199 (2,57%) (4,652)
Total $ 37,76 % 4274 $ 32,84:
Net deferred tax assets consist of the followingHlibusands):
Year Ended December 31,
2013 2012
Deferred Tax Assets:
Accruals and allowances $ 24.48¢ $ 20,73¢
Net operating loss carryforwards 7,06¢ 7,831
Stock-based compensation 11,06: 8,13:
Deferred rent 1,962 2,25¢
Deferred revenue 1,53t 1,552
Tax credit carryforwards 1,18: 1,41(
Acquired intangible assets 1,791 —
Other — 261
49,09( 42,18¢
Deferred Tax Liabilities:
Acquired intangible assets — (1,107
Depreciation and amortization (1,514 (1,535
Other (202) —
(1,616 (2,642
Net deferred tax assets 47,47¢ 39,54°
Current portion 27,23¢ 22,69
Non-current portion 20,23t 16,85¢
Net deferred tax assets $ 47,47 $ 39,547
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Management's judgment is required in determinimgGompany's provision for income taxes, its detetex assets and any valuation allow:
recorded against its deferred tax assets. In mamagfs judgment it is more likely than not that lswassets will be realized in the future a
December 31, 2013, and as such no valuation atlogvhas been recorded against the Company's defarassets.

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

Year Ended December 31,

2013 2012 2011

Tax at federal statutory rate 35.C% 35.C% 35.C%
State, net of federal benefit 22% 2.1% 15%
Impact of international operations 3.£% (4.8% (9.5%
Stock-based compensation 1.6% 0.€% — %
Tax credits (21.9% 0.1% (0.%
Others (0.9% 0.1% 0.1%
Provision for income taxes 40.€ % 33.1% 26.4%

Income tax benefits in the amount of $0.4 milliddL,1 million and $3.5 million related to stock iopis were credited to additional paideapita
during the years ended December 31, 2013 , 20h@ 2811, respectively. As a result of changes in fair eabd available for sale securities, incc
tax benefit of $16,000 , tax expense of $5,000%816000 was recorded in comprehensive income retatdte years ended December 31, 2013 , 2012
and 2011 , respectively.

As of December 31, 2013 , the Company has apprdzign&20.2 million and $0.1 millioof acquired federal and state net operating loay
forwards as well as $0.7 million of California tesedits carryforwards. All of these losses and $fillion of these credits are subject to annual u
limitations under Internal Revenue Code Section. 38 federal losses expire in different years feigig in fiscal 2021 The state loss begins
expire in fiscal 2015 . The state tax credit caryfards have no expiration.

The Company files income tax returns in the U.8efal jurisdiction and various state, local, anckiign jurisdictions. With few exceptions,
Company is no longer subject to U.S. federal, statal, or foreign income tax examinations for ngebefore 2008. In 2011, the US federal Inte
Revenue Service (IRS) commenced an audit of thepaagis 2008 and 20Q8x years. The audit was completed in October 2844d,all issues unc
examination by the IRS were effectively settled.Navember, 2012, the Italian Tax Authority (ITA)ramenced an audit of the Compas200:-
through 2011 tax years, and has subsequently eediesnadit procedures to include the 2012 tax yelae. Company has limited audit activity in vari
states and other foreign jurisdictions. Due touheertain nature of ongoing tax audits, the Comgwas/recorded its liability for uncertain tax pmsit
as part of its longerm liability as payments cannot be anticipatedrahe next 12 months. The existing tax positiohthe Company continue
generate an increase in the liability for uncertaipositions. The liability for uncertain tax jtgns may be reduced for liabilities that are Iseltiwith
taxing authorities or on which the statute of latibns could expire without assessment from takaittes. The possible reduction in liabilities
uncertain tax positions resulting from the expoatiof statutes of limitation in multiple jurisdiotis in the next 12 months is approximat®B:.¢
million , excluding the interest, penalties and ¢fiect of any related deferred tax assets orlitads.
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A reconciliation of the beginning and ending amoaoingross unrecognized tax benefits (“UTB”) is aldws (in thousands):

Federal, State, and Foreign

Tax
Gross UTB Balance at December 31, 2010 $ 18,43:
Additions based on tax positions related to theemtryear 1,79¢
Additions for tax positions of prior years 1,01t
Settlements a7e)
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 17,33¢
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¢
Additions based on tax positions related to theemtryear 1,86¢
Additions for tax positions of prior years 4,10¢€
Settlements (3,139
Reductions for tax positions of prior years (1,163)
Reductions due to lapse of applicable statutes (1,319
Adjustments due to foreign exchange rate movement 43
Gross UTB Balance at December 31, 2013 $ 12,74:

The total amount of net UTB that, if recognized Vdoaffect the effective tax rate as of December2®1,3 is $11.8 million The ending net UT
results from adjusting the gross balance at Decelibhe2013for items such as U.S. federal and state defeardftreign tax credits, interest, ¢
deductible taxes. The net UTB is included as a @rept of non-current income taxes payable withendbnsolidated balance sheet.

The Company recognizes interest and penalties egdcrelated to unrecognized tax benefits in income expense. During the years er
December 31, 2013 , 2012 , and 2011 , total intered penalties expensed were $446,000 , $74,00(30,000 , respectively. As Bfecember 3:
2013 and December 31, 2012 , accrued interest andlties on a gross basis was $2.1 million and #1il8on , respectively. Included in accrt
interest are amounts related to tax positions foickvthe ultimate deductibility is highly certaimtofor which there is uncertainty about the timif
such deductibility. Because of the impact of def@értax accounting, other than interest, the impéetny uncertain tax benefits related to tempc
differences would not affect the annual effectize tate but would accelerate the payment of casettaxing authority to an earlier period.

With the exception of those foreign sales subsieafor which deferred tax has been provided, tben@any intends to indefinitely reinv
foreign earnings. These earnings were approxim&@/5 million and $63.4 million as of December 3013 and December 31, 201Bespectively
Because of the availability of U.S. foreign taxdits, it is not practicable to determine the incatepe liability that would be payable if such eaigd
were not indefinitely reinvested.

Note 9. Commitments and Contingencies

Leases

The Company leases office space, cars and equipumeldr non-cancelable operating leases with var@gmration dates througbecembe
2026 . Rent expense in the years ended, Decemb@033 , 2012 , and 2011 was $9.9 million , $7.Bioni
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and $7.0 million , respectively. The terms of soofiche Companys office leases provide for rental payments onagated scale. The Compi
recognizes rent expense on a straight-line bagistbe lease period, and has accrued for rent sgegenurred but not paid.

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

Year Ending December 31,

2014 $ 2,981
2015 9,24
2016 6,00t
2017 5,02¢
2018 4,691
Thereafter 5,99(
Total minimum lease payments $ 33,94¢

Employment Agreement

The Company has signed various employment agresmsétfit key executives pursuant to which, if themmgoyment is terminated without cat
such employees are entitled to receive their bakgys(and commission or bonus, as applicablebfomweeks (for the Chief Executive Officer),
weeks (for the Senior Vice President of Worldwidee@tions and Support) and up to 26 weeks (forrdtbg executives). Such employees will i
continue to have stock options vest for up to a-gear period following such termination without caulf a termination without cause or resigna
for good reason occurs within one yeér change in control, such employees are entitdefdil acceleration (for the Chief Executive @#r) and u
to two years acceleration (for other key execujieésany unvested portion of his or her equity aigar

Purchase Obligation:

The Company has entered into various inventorytedlaurchase agreements with suppliers. Generallyer these agreements, 50¥wrder:
are cancelable by giving notice 46 to 60 days godhe expected shipment date and 25% of ordersacelable by giving notice 31 to days prio
to the expected shipment date. Orders are non-edobeevithin 30 days prior to the expected shipnaate. At December 31, 2013he Company he
$187.3 million in noneancelable purchase commitments with suppliers.Jbmpany establishes a loss liability for all produit does not expect
sell for which it has committed purchases from digpp. Such losses have not been material to date.

Guarantees and Indemnifications

The Company, as permitted under Delaware law aretaordance with its Bylaws, indemnifies its offe@nd directors for certain event:s
occurrences, subject to certain limits, while thfcer or director is or was serving at the Companyequest 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 Pdliey limits its exposure and enables it to recaportion of any future amounts paid. As a r
of its insurance policy coverage, the Company kiebehe fair value of these indemnification agrert:ies minimal. Accordingly, the Company has
liabilities recorded for these agreements as ofeDdxer 31, 2013 .

In its sales agreements, the Company typically exgte indemnify its direct customers, distributargl resellers for any expenses or liak
resulting from claimed infringements of patentademarks or copyrights of third parties. The teahthese indemnification agreements are gene
perpetual any time after execution of the agreemiEm maximum amount of potential future indemmifion is unlimited. The Company believes
estimated fair value of these agreements is minidetordingly, the Company has no liabilities reded for these agreements asDefcember 3:
2013.

Litigation and Other Legal Matters

The Company is involved in disputes, litigationgdasther legal actions, including, but not limited the matters described below. In all case
each reporting period, the Company evaluates whetheot a potential loss amount or a potentiagean
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of loss is probable and reasonably estimable utideiprovisions of the authoritative guidance thddrasses accounting for contingencies. In
cases, the Company accrues for the amount, oraihge, the Company accrues the low end of the raagecomponent of legal expense in litige
reserves. The Company monitors developments iretlegml matters that could affect the estimateGbmpany had previously accrued. In relatio
such matters, the Company currently believes tinatetare no existing claims or proceedings thatileedy to have a material adverse effect ot
financial position within the next twelve months,tbe outcome of these matters is currently nog¢rdeinable. There are many uncertainties assot
with any litigation, and these actions or otherdkparty claims against the Company may cause the @oynpo incur costly litigation and/
substantial settlement charges. In addition, tiselttion of any intellectual property litigation gnaequire the Company to make royalty paymt
which could have an adverse effect in future peridéi any of those events were to occur, the Companusiness, financial condition, result:
operations, and cash flows could be adversely w&ffiecThe actual liability in any such matters may rbaterially different from the Compar
estimates, which could result in the need to adhestiability and record additional expenses.

Ruckus Wireless v. NETGEAR Inc.

On May 5, 2008, a lawsuit was filed against the @any by Ruckus Wireless (“Ruckus”), a developeWofFi technology, in the U.S. Distr
Court, Northern District of California (case numi@08-2310-PJH (“NETGEAR 1”)Ruckus alleges that the Company infringes U.S.rRadt®s
7,358,912 ("the '912 Patent") and 7,193,562 ('5i®2 'Patent") in the course of deploying W®fiantenna array technology in its WPN824 Range
wireless router. Ruckus also sued Rayspan Corparalieging similar claims of patent infringemehhe Company filed its answer to the lawsu
the third quarter of 2008. The Company and Rayspanporation jointly filed a request fanter partesreexamination of the Ruckus patents with
USPTO on September 4, 2008. The Court issued ao$tdne litigation while the reexaminations procegdn the USPTO. On November 28, 20C
reexamination was ordered with respect to claimg¢ 2 df the '562 Patent, but denied with respectdons 1-10 and 186. On December 17, 2008,
defendants jointly filed a petition to challenge tifenial of reexamination of claims 1-10 and3B3ef the '562 Patent. In July 2009, the petiticae
denied, and the remaining claims 1Z-were confirmed by the USPTO. On December 2, 288&amination was granted with regard to the
Patent. In early October 2009, the Company recedredction Closing Prosecution in the reexaminatibthe '912 Patent. All the claims of the "
Patent, with the exception of the unchallengedmdar and 8, were finally rejected by the USPTO.@atober 30, 2009, Ruckus submitted an “after-
final” amendment in the '912 Patent reexaminatiooc@eding. The Company's comments to Ruckus' “&ifial’ amendment were submitted
November 30, 2009. On December 1, 2009, the Courid that bifurcating the '562 Patent from the 'BPAPent and commencing litigation on the
Patent while the USPTO reexamination process apdaip are still pending would be an inefficient aséhe Court's resources. Accordingly, the C
ruled that the litigation stay should remain ineetf On September 12, 2010, the Company filedebattal brief in its appeals of the USPTO's rul
during the reexamination of the '562 Patent, aedGbmpany requested an oral hearing with the BoaAbpeals at the USPTO to discuss this kb
On September 13, 2010, Ruckus filed a notice ofeappf the '912 Patent to appeal the adverse milingeceived from the USPTO in 1
reexamination of this patent. The Company fileg&spondent's brief in the '912 Patent case on Ja24ar2011. An oral hearing in the '562 case
set for February 1, 2011, but the Company decideghhcel it and let the USPTO decide the '562 based solely on the previously submitted pa
On May 13, 2011, the USPTO indicated that the Campeas successful in its appeal of the examineesipus decision to allow claims 117 in the
'562 reexamination, and the USPTO Board of Appealsrsed the examiner's decision and declared ttlasas invalid. On June 13, 2011, Ruc
submitted a request for rehearing by the Boardmfels of its decision to reject claims 17-of the '562 Patent. On September 28, 2011, tzedBo
Patent Appeals and Interferences denied Ruckugplese for a rehearing in the '562 Patent reexamimaiase. Ruckus did not timely file a notict
appeal to the Court of Appeals for the Federal @irmppealing the USPTO's cancellation of claimslT1of the '562 patent. Therefore, a reexamin.
certificate will issue with claims 11-17 cancellaad claims 1-10 and 18-36 confirmed.

On November 4, 2009, Ruckus filed a complaint ie th.S. District Court, Northern District of Califia (case number C09-52 P}
(“NETGEAR 11"), alleging the Company and Rayspan Corporation igétha patent that is related to the patents preljicasserted against
Company and Rayspan Corporation by Ruckus, as stisduabove. The asserted patent in the secondvease).S. Patent No. 7,525,486 enti
“Increased wireless coverage pattermss’with the previous Ruckus action, the WPN824 Réhgx wireless router was the alleged infringingide:
The Company challenged the sufficiency of Ruckastaplaint and moved to dismiss the complaint. Realpposed this motion. The Court parti
agreed with the Company's motion and ordered Ruttksabmit a new complaint, which Ruckus did. Tii&al case management conference occl
on February 11, 2010. On March 25, 2010, the Coutered a stay until the completion of the reexatiim proceedings instigated on the pater
NETGEAR I.

Ruckus and the Company in December 2012 requdstédhe stay of the California actions be liftethisTrequest to lift the stay was predic:
on Ruckus's Withdrawal of Appeal and Cancellatib€laims ("Withdrawal") of the '912 Patent that was
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on appeal in rexamination at the USPTO and that was assertedubiu® in NETGEAR I. Through the filing of the Witfadval, Ruckus announc
its intent to withdraw and its actual withdrawal it appeal of claims 1, 4-9-14, 18, 19, and 22r28e-examination (the "Appealed Claims"), ¢
Ruckus further announced its intent to cancel gddtual cancellation of claims 30-31 in re-exaation (the "Cancelled Claims"). Claims 2, 3, 1B-
20, and 21 had previously been cancelled duringxesmination (the "Previously Cancelled Claims")c8ese the Appealed Claims and the Canc
Claims represented the entirety of the claims raimgifor consideration in rexamination, and the Previously Cancelled Clairasnarlonger of reco
in the offensive case by Ruckus against the Compaeye are no remaining claims foreeamination in the '912 Patent and the '912 Pagemtot b
asserted against the Company. Thus, the CompanyRacklus requested that the Court lift the stayhef litigation and calendar a case manage
conference. The case management conference ocamréanuary 3, 2013. At that time, the Court sclegtia claim construction hearing for Auc
2013. The parties to the lawsuit - the Company,sRay, and Ruckus - also agreed that Ruckus'sff@osive cases against the Company and Ra
should be consolidated because the cases invohilascomplaints and common questions of law amd &d doing so would advance the interes
judicial economy

Ruckus served its infringement contentions on tleen@any on January 17, 2013, and the Company'sidityatontentions were served
Ruckus on March 4, 2013. On March 5, 2013, RuckukRayspan filed a stipulation with proposed omismissing Rayspan from the case, anc
March 6, 2013, the Court dismissed with prejudieg$pan. On March 14, 2013, Ruckus filed its Secaménded Complaint, as ordered by the Ci
Ruckus did not add any patents, but attempted dackdms of breach of contract and misappropriatibtrade secrets by the Company. The Com
believed that Ruckus contravened the Court's ditsrthere should not be a “substantial charigghe Second Amended Complaint by addinc
breach of contract and misappropriation of traderede claims to the lawsuit. Consequently, the Camgpfiled a Motion to Strike the newly adc
claims. On May 22, 2013, the Court granted the Camg[s motion to strike the state law claims of é¢radcret misappropriation and breach of cor
from the Second Amended Complaint. On June 10, 2RU8Kkus filed its Motion for Leave to Amend andeFis Third Amended Complaint, add
back the trade secret misappropriation and breachbraract claim. The Company responded on Jun@@43, and the parties orally argued the mc
and response on July 24, 2013. On July 29, 20E3Cihurt denied Ruckus's Motion for Leave to Amend &ile its Third Amended Complai
meaning the Court would not allow Ruckus to britsgbreach of contract claims or trade secret misg@tion claims because they were time barred.

In May 2013, the parties filed their Joint ClaimrStruction Statement where the parties indicatetth¢oCourt the disputed claim language,
parties' competing constructions, and the evidémsaipport of the parties' positions. Ruckus thiku fits opening claim construction brief on Jurgs
2013 and the Company filed its reply on July 1,200he parties gave a claim construction tutodahe Court on August 16, 2013, and, on Augus
2013, the parties argued their proposed claim cacisbns before the Court. On December 16, 2018,Gburt denied Ruckus'attempt to strike tl
Companys invalidity arguments and issued its claim cordiom order. On January 31, 2014, the Company amcks entered into a settlem
agreement that settled all outstanding litigatietween the parties thereby concluding this litiyati

On November 19, 2010, the Company filed suit agasckus in the U.S. District Court, District of Rware for infringement of fouof the
Company's patents. The Company alleged that Ruckueufacture, use, sale or offers for sale withénUnited States or importation into the Un
States of products, including wireless communicapooducts, infringed United States Patent NoslBZ%31, 6,621,454, 7,263,143, and 5,507,03
owned by the Company. The Company granted Ruckwextmsion to file its answer to the Company's, guitl on January 11, 2011, Ruckus fils
motion to dismiss the Company's suit based on ficserit pleadings. The Company filed its resporseRtickus's motion on January 31, 201!
addition, on May 6, 2011, Ruckus filed a motioriramsfer venue to the Northern District of CalifietriThe Court denied Ruckus' motion to transfe
case to the Northern District of California andrgeal the Company leave to file an amended comptaitier than address the Ruckus motic
dismiss based on insufficient pleadings. The Comgéded the proposed amended complaint. NevertiselBsickus filed a second motion to disr
based on insufficient pleadings by the CompanyManch 28, 2012, the Delaware District Court in ameeandum opinion and order denied Ruck
second motion to dismiss. A scheduling confererczaimed April 18, 2012, and the Company submittednitial disclosures in the case on May
2012. On May 31, 2012, Ruckus filed its third moti dismiss, asserting that the Company canndaisuis indirect infringement and willfulne
allegations without pleading peait knowledge of the patents. The Company respbholéruckus's motion to dismiss on June 18, 20h2. Cour
released the schedule for the case on June 8,W@iZlaim Construction and Summary Judgment Hegrischeduled for August 9, 2013 and ¢
day jury trial scheduled for October 21, 2013. @ly 13, 2012, the Company added to its complai@tiregy Ruckus an allegation of infringemen
patent number 6,512,480 (“System and method foromabeam antenna diversity in an RF data transomssystem”)by Ruckus's ZoneFlex a
MediaFlex products. The Company and Ruckus padiehin a courbrdered mediation on September 13, 2012 in Delavearé the parties did r
come to an agreement to settle the litigation pembtietween the parties. Fact discovery closed aembber 14, 2012 and expert discovery also cl
In addition, all claim construction and summarygoeent briefing was finished. On August 9, 2013 plaeties argued their claim construction
summary judgment briefing before the Court. On Seyier 30, 2013, the Court dismissed the asser@d<bf three of the Company’s five patents
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in suit because the Court agreed with Ruckusimmary judgment motions that the claims weresfinde. The Court also released its cl
construction rulings the same day. As a resulhef@ourt’s rulings, two patents (6,631,454 and 3,P43) and fiveclaims remained standing aga
Ruckus for the trial that began on October 22, 281@ ended on October 31, 2013. At the conclusidheotrial, a jury rendered a verdict that tixe
patent and fivelaims were not infringed by Ruckus, as the Comgsat contended, and that the patents were notid)es Ruckus has contended.
January 31, 2014, the Company and Ruckus entetedairsettlement agreement that settled all outsignlitigation between the parties then
concluding this litigation.

On June 19, 2013, Ruckus filed a complaint in Dal@accusing NETGEAR of infringing United StateselRaNo. 8,031,129 (“the '129 Patent”
and United States Patent No. 8,150,470 (“the '4@@mR”). Ruckus accused the Company of infringing the '12&Mm by making, using, offering
sell, selling, and/or importing products, suchtes €ompany's N600 Wireless Dual Band Routers (WNAIRR Ruckus also accused the Compat
knowingly and actively inducing infringement of ti29 Patent. Ruckus accused the Company of infrinthe '470 Patent by making, using, offe
to sell, selling, and/or importing products, SUGhNETGEAR's N600 Wireless Dual Band Gigabit Rou8NDR3800). Ruckus also accused
Company of knowingly and actively inducing infrimgent of the '470 Patent. On August 26, 2013, Ruéilets an amended complaint that droppe
claims of induced and willful infringement that weein the original complaint. The Company filed disswer to Ruckus’complaint on October 1
2013, and asserted that Rucleupatents were invalid and not infringed by the @any. On January 31, 2014, the Company and Ruaktesesl into
settlement agreement that settled all outstandliggtion between the parties thereby concluding litigation.

The settlement did not have a material financigddst to the Company.

Northpeak Wireless, LLC v. NETGEAR, Inc.

In October 2008, a lawsuit was filed against thenfany and 30 other companies by Northpeak Wireldss, (“Northpeak”)in the U.S. Distric
Court, Northern District of Alabama. Northpeak ghs that the Company's 802.11b compatible prodofringe certain claims of U.S. Patent N
4,977,577 ("the '577 Patent") and 5,987,058 ('®B8 'Patent”). The Company filed its answer to #vesuit in the fourth quarter of 2008. On Jan
21, 2009, the District Court granted a motion am#fer the case to the U.S. District Court, Noriheistrict of California. In August 2009, the pa«
stipulated to a litigation stay pending a reexaridmarequest to the USPTO on the asserted pat€hésreexaminations of the patents are procee
In March 2011, the USPTO confirmed the validitytloé asserted claims of the '577 Patent over ceprédn art references. In April 2011, the USF
issued a final office action rejecting both asskdkaims of the '058 Patent as being obvious intlaf the prior art. In March 2013, the Board otd?e
Appeals and Interferences of the USPTO affirmedéection of both asserted claims of the '058 Rafehe case remains stayed by stipulation, ai
trial date has been set. The Company does not ettpgre to be a material financial impact to therpany because of this litigation matter.

Ericsson v. NETGEAR, Inc.

On September 14, 2010, Ericsson Inc. and Teleftetadaget LM Ericsson (collectively “Ericssonfijed a patent infringement lawsuit aga
the Company and defendants D-Link Corporatiorl, itk Systems, Inc., Acer, Inc., Acer America Corgion, and Gateway, Inc. in the U.S. Dis!
Court, Eastern District of Texas alleging that tlegendants infringe certain Ericsson patents. Toen@any has been accused of infringing eidt8.
patents: 5,790,516; 6,330,435; 6,424,625; 6,519,82232,215; 5,987,019; 6,466,568; and 5,771,468 (468 Patent"). Ericsson generally alleges
the Company and the other defendants have infrirrgeblcontinue to infringe the Ericsson patentsufhothe defendants' IEEE 802.@¢dmplian
products. In addition, Ericsson alleged that then@any infringed the claimed methods and apparatabéise '468 Patent through the Compa
PCMCIA routers. The Company filed its answer to #rcsson complaint on December 17, 2010 wheresseded the affirmative defenses
noninfringement and invalidity of the asserted ptteOn March 1, 2011, the defendants filed a motiotransfer venue to the District Court for
Northern District of California and their memoramndwof law in support thereof. On March 21, 2011 cEsbn filed its opposition to the motion, anc
April 1, 2011, defendants filed their reply to Eson's opposition to the motion to transfer. Ore®in2011, Ericsson filed an amended complain
added Dell, Toshiba and Belkin as defendants. &istatus conference held on Jun 9, 2011, the Getuet Markman hearing for June 28, 2012 anc
for June 3, 2013. On June 14, 2011, Ericsson stdxhiis infringement contentions against the Comp@m September 29, 2011, the Court denie
defendants' motion to transfer venue to the Nontfstrict of California. In advance of the Markmhearing, the parties on March 9, 2012 excha
proposed constructions of claim terms and on A@riR012 filed the Joint Claim Construction Stateteith the District Court. On May 8, 20:
Ericsson submitted its opening Markman brief andJane 1, 2012 the defendants submitted their resporMarkman brief. Ericsson's Re
Markman brief was submitted June 15, 2012, andume 28, 2012 the Markman hearing was held in theela District of Texas. On June 21, 2(
Ericsson dismissed the '468 Patent (“Multi-
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purpose base stationfjith prejudice and gave the Company a covenantmeue as to products in the marketplace now @heénpast. On June :
2012, Intel filed its Complaint in Intervention, aréng that Intel became an official defendant i Bricsson case. The parties thereafter complets
discovery and exchanged expert reports. Duringettehange of the expert reports, Ericsson dropped5h6 patent (the OFDM “pulse shaping”
patent). In addition, Ericsson dropped the '222Rapacket discard patent) against all the defetstproducts, except for those products that o
chips. Thus, Ericsson has now dropped the '468nPétéreless base station), the '516 Patent (OFDN4g shaping), and the '223 Patent (pz
discard patent) for all non-Intel products. Thesfiremaining patents are all only asserted agad&sil&-compliant products.

At a Court ordered mediation in Dallas on Janud&ry2D13, the parties did not come to an agreenoesgttle the litigation. On March 8, 2013,
parties received the Markman (claim constructiorje® in response to the claim construction brieing claim construction hearing.

A jury trial in the Ericsson case occurred in trestern District of Texas from June 3 through JuBe2013. After hearing the evidence, the
found no infringement of the '435 and '223 pateautsl the jury found infringement of claim 1 of tB@5 patent, claims 1 and 5 of the '568 patent
claims 1 and 2 of the '215 patent. The jury alsmtbthat there was no willful infringement by amsfehdant. Additionally, the jury found no invalig
of the asserted claims of the '435 and '625 patdiis jury assessed the following damages agdiestiefendants: D-Link: $435,000NETGEAR
$3,555,000 ; Acer/Gateway: $1,170,000 ; Dell: $0,020 ; Toshiba: $2,445,000 ; Belkin: $600,000 e Blamages awards equate to 15 sguer uni
for each accused 802.11 device sold by each defentlaus, unless the defendants' various appealsuarcessful, the Company will likely havdz
cent per unit obligation on its 802.11 devices |26 (when one infringed patent in suit expird$),centper unit obligation from 2016 through 2(
(when a second infringed patent in suit expires), @5 cenper unit obligation from 2018 through 2020 (whea third and last infringed patent in ¢
expires).

The Company and other defendants submitted vagostrial motions and briefs to the Court for its cafesition, including motions and bri
for judgment as a matter of law in favor of defemdaon noninfringement and invalidity of the patents in saiitd for a reduction in damages, anc
defendants have also moved for a new trial. Thesgoms were argued before the Court on July 1632@n August 6, 2013, the Court issuet
orders on the various JMOL's (“Judgment as a Mattdéraw”) and other post-trial motions. The Couenied all the defendantsiotions and set tl
reasonable and nondiscriminatory (RAND) royaltyerfair the infringed patents equivalent to the jueydict of 15 cents per unit.

After negotiations, Ericsson and the Company agtedHde following as collateral while the appealtloé verdict, Cours rulings, and the RAN
royalty rate are pending. Ericsson will forego eoting the $3,555,000 verdict plus various feegj(felgment interest of $224,141 ; Pasigmen
interest of $336 per day; Costs of $41,66dssigned to the Company pending appeal, so lsng @ompany representative declares and prc
Ericsson with adequate quarterly assurances teajuttgment can still be paid. For the ongoing ragalof 15 cents per 802.11n or 802.11ac d«
sold by the company that the jury and Court awarttregiCompany will place the ongoing royalty amauid the Courts registry (escrow account) ¢
will give Ericsson a corresponding royalty repontiuithe Company’s appeals of the jury verdict, @eurt’s orders, and the RAND royalty rate
exhausted.

On December 16, 2013, the defendants submitted dpeieal brief to the Federal Circuit. Ericssoreply brief is due on February 20, 2014.
defendants estimate that the appeals processakaldabout 18 months from the juswerdict to run its course. The Company accruetexspensed tt
$3,555,000 in damages during the second quar@®13 to satisfy the verdict.

NETGEAR, Inc. v. Innovatio IP Ventures LLC.

On November 16, 2011, the Company filed a declaygtalgment action in the District of Delaware foon-infringement and invalidity af7
WiFi-related patents brought in the approximatéyattions throughout the United States by Innovitiventures LLC (“Innovatio”against end us
customers of the Company and other companies. Igtadter filing the declaratory judgment actiongt@ompany filed a response supporting C
Systems, Inc.'s ("Cisco") and Motorola Solutions;.'s ("Motorola™) Motion to Transfer for Coordieal Pretrial Proceedings Pursuant to 28 U.S
1407 that was before the United States JudiciakePan Multidistrict Litigation (“JPML"). On December 28, 2011, the JPML issued an
transferring the Innovatio actions throughout thétéd States, including the Company's declaratadginent action, to the United States District C
for the Northern District of lllinois. Thus, the @pany's declaratory judgment action and approxilydte other similar cases will now proceed in
Northern District of Illinois in a consolidated faen. On July 10, 2012, Innovatio answered the &matbry Judgment Complaint filed by the Comg.
with various counterclaims, cross claims, and additive defenses. In its answer, Innovatio accusedCompany of infringing six WiHielated paten
in addition to the 17 WiFi-related patents on whtble Company brought its declaratory judgment actd noninfringement and invalidity. Tt
Company filed its answer to
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Innovatio's various counterclaims, cross claimsgl afiirmative defenses on August 3, 2012. In addijtion October 1, 2012, Cisco, Motorola anc
Company filed an amended complaint alleging raaétg, fraud, interference with contract, unfairsiness practices, and conspiracy, among
things, against Innovatio. On February 4, 2013,Gert dismissed the offensive claims of Cisco, ddola, and the Company that alleged Inno\
was engaging in racketeering, fraud, and unfaiinass practices by demanding licensing fees frotelfiocafes and other businesses but left i
claims against Innovatio that allege breach of imtwith respect to Innovatio's fair, reasonabla nondiscriminatory (FRAND) royalty obligatio
The parties have already exchanged their Finahigément, Unenforceability and Invalidity Contemisoand Damages contentions.

The Court has implemented special dam&dgessed proceedings prior to proceeding to theilitgbor infringement phase of the ca
Accordingly, the parties on July 18 and July 191 2@articipated in a bench trial on essentialitgc®use the plaintiff and defendants disagree
whether approximately 230 patent claims assertethbgvatio are essential to practicing the 802 thhdard, this bench trial was held to deterr
whether those claims are essential. Essential slaira subject to FRAND royalty obligations, andhsuayalty obligations are generally subjec
lower rates than Innovatio is currently demandirant the parties it is accusing of infringing itstgrats. On July 26, 2013, the Court issued an
deeming all claim essential. The Court reviewedousr arguments on the IEEE's definition of “Essdriatent Claimsénd found that essential pal
claims are those which are necessary to implemamdatory or optional features but also can cowanst not explicitly required by the standard --
either “enabling”technologies or items that are technically and cencially necessary to implement the standard. ToerCconfirmed its previol
holding that the prospective licensee has the lmuodeproving essentiality, and that the analysigudth be performed on a claim by claim basis
opposed to a patent by patent basis. The Court tle&h a bench trial, which began on September 232@nd ended on September 19, 201
determine what the FRAND royalty rate would be loa patents and claims earlier found to be esséntitiie Court. The Court ruled on Septembe
2013 that the FRAND royalty for Innovatio's startlassential Wii patents would be 9.56 cents per unit, far lotiian the several dollars per
that Innovatio had sought. Innovatio’s method wduwdde valued the patents at rates ranging from9$3eB unit for a wireless router to $16 A& uni
for a tablet. The Court also determined that theewd royalty base for making a FRAND determinati®the price of the Wi chip embedded in ea
product, finding the patents made up a small path@ value of the chip. Innovatio had said the istiould be based on the selling price for acc
products, which could run to hundreds of dollard srad to royalties of many dollars per unit. Theu@ concluded that Innovatio's expert witne
presented "no legally sound and factually credibé&hod" for calculating the FRAND rate based onghee of the whole product, leaving it no chc
but to base its analysis on the price of the chip.

On November 22, 2013, during a coartered mediation, Innovatio and the Company agteeettle the case for a payment from the Com
to Innovatio in return for a fully-paidp license to the patents in suit, their foreignrterparts, and any other patents that Innovaticently holds
The settlement did not have a material financigddnt to the Company.

U.S. Ethernet Innovation, LLC v. NETGEAR, Inc.

On June 22, 2012, U.S. Ethernet Innovations, LLAGSEI") sued the Company in the District Court for the BasDistrict of Texas, allegit
infringement of certain of its Ethernet-related guas: U.S. Patent Numbers 5,732,094 (“Method faormatic initiation of data transmission”
5,434,872 (“Apparatus for automatic initiation aitd transmission”); 5,299,313 (“Network interfacghwhost independent buffer managemeiairix
5,530,874 (“Network adapter with an indication sibmask and an interrupt signal maskJSEI is a patent holding entity with a nominal ofiin the
Eastern District of Texas. The accused productiidecproducts such as the “Netgear RT311 Interrateay Router.” The Company received
extension until August 17, 2012 to answer the caimpl USEI has sued, in addition to the Compang ftlowing companies on the same and oth
its Ethernetrelated patents: Ricoh Americas Corporation, TREBIDihNc., Xerox Corporation, Konica Minolta BusiseSolutions U.S.A., Inc
Freescale Semiconductor, Inc., Sharp Electroniep@ation, Digi International Inc., NetSilicon, In€Epson America, Inc., Cirrus Logic, Inc., Yam
Corporation of America, Control4 Corporation, SangstElectronics Co., Ltd., Samsutdectronics America, Inc., Samsung Telecommunica
America, LLC, Samsung Austin Semiconductor, LLC,i Olata Americas, Inc., STMicroelectronics N.V., aB@Microelectronics, Inc. (collective
“Defendants”).

The Company received a further extension to anshercomplaint and answered on September 4, 2012 \1ia(b)(6) motion to dismiss 1
complaint for various reasons, including a lackptefading specificity. USEI responded to the Com{mmnyotion to dismiss under Rule 12(b)(6)
September 21, 2012. The Company submitted its Re@ypport of its Motion to Dismiss on Octobe2012.

USEI served its infringement contentions on the @any on October 10, 2012. The Company filed itedfer motion for a transfer to 1

Northern District of California and supporting demltions on November 16, 2012. On December 3, 2D&2endants filed their joint invalidi
contentions.
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Because the Eastern District of Texas's prefeired for deciding motions to transfer is after tharkman hearing, the defendants filed a mc
to stay the litigation pending the result of thestéan District of Texas's decisions on the motmtransfer on January 29, 2013.

The Court has consolidated for discovery purpos8g&lld cases against the aforementioned defendadtscheduled a consolidated Markr
hearing for April 4, 2013 for the asserted patefite Court also indicated that the court would dgrsany of Defendants' transfer motions as so
possible.

On March 27, 2013, the Court issued a Memorandumi@pand Order granting the Company's motion émdfer to the United States Dist
Court for the Northern District of California, effiéve on April 16, 2013. In response, on April, P13, USEI filed a motion for clarification anc
reconsideration of the venue order. SpecificallgBUseeks to delay the transfer until the Markmateoin the Eastern District of Texas case beci
final under the guise that it is more efficienilow the Texas court to construe the terms. The@oy opposed USEI's motion. The mediation ir
case that was scheduled for May 15, 2013 was dedcel

On May 16, 2013, the Court in the Eastern DistrfcTexas denied USEI's motion to reconsider théntinof transfer. Also, the Court sent no
that the Eastern District of Texas case is cloaad,instructed the clerk to transfer the case iniatelgy.

On June 28, 2013, the new Court in the case of W§AInst the Company (the District Court for thertNern District of California), held
combined Case Management Conference for the Cortgpaewly transferred case and the case USEI hasopsty instigated against several ol
defendants, including several Ethernet chip manufars. At this Case Management Conference, that@mnmented that the chip manufactu
should go to trial first. The Court also ruled thia@ Company is going to join on the same scheasilihe other defendants and allowed the Comps
file a new motion to dismiss with the citation ofpgplemental Northern District of California authgri

One additional patent is asserted against the Coynfteat is not asserted against the other NortBestrict of California defendants (the '€
Patent). The Court agreed that, if USEI and the @ cannot resolve '874 Patent claim construdsnes, the Court will build in dates to
litigation schedule for doing so (i.e. a limitecich construction hearing on terms of the '874 Raten

In July 2013, the Company filed a new motion tamiss, as specifically allowed by the Court at théial case management conference ir
Northern District of California. On August 12, 2Q1Be Court granted the Compis motion to dismiss, but the Court granted USEldée@ amend i
complaint. On August 26, 2013, USEI submitted imekded Complaint, and on September 9, 2013, thep@oynfiled its Answer and Counterclai
of noninfringement and invalidity of the patentssinit.

On November 12, 2013, during a court ordered miediatySEI and the Company agreed to settle the ftase payment from the Company
USEI in return for a fully-paidsp license to the patents in suit, their foreigmirgerparts, and any other patents that USEI cuyrémdlds. Thi
settlement did not have a material financial imgadhe Company.

ReefEdge Networks, LLC v. NETGEAR, Inc.

On September 17, 2012, the Company was sued byEBgefNetworks, LLC, a nopracticing entity. The Company received an exten§iom
the plaintiff until November 8, 2012 to answer teenplaint and answered the complaint on that date.

The complaint alleges that NETGEAR infringes threlated patents: 6,633,761 B1; 6,975,864 B2; 73A®¥B2. In general terms, these asst
patents involve seamlessly handing-off portableslgss devices from one access point to anothes tm@ovide roaming within a wireless network.

The complaint specifically accuses the CompanysSBfe wireless controller of infringing these thpsgents. On August 15, 2012, ReefE
filed complaints in Delaware against Aruba Netwaltks., Cisco Systems Inc., Meru Networks Inc., &utkus Wireless Inc. alleging infringemen
the same three patents. In the second tranchevstiits, ReefEdge sued--in addition to the Comprgeade Communications Systems, Inc., Extr
Networks Inc., ADTRAN, Inc., Alcat-Lucent Inc., DLink Systems, Inc., Enterasys Networks, Inc., MolarSolutions Inc., CDW Corporatic
Avaya Inc., and ZyXEL Communications CorporatiomeTCompany has hired defense counsel and is ewvejudeefEdge's allegations. During
third quarter of 2013, the Company submitted it8ahdisclosures to ReefEdge and also producedats technical documents to ReefEdge. Discc
is ongoing. It is too early to reasonably estinatg financial impact to the Company because oflifiggtion matter.
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Pragmatus Telecom, LLC v. NETGEAR, Inc.

On December 6, 2012, Pragmatus Telecom, LLC (“Pedgs’),filed a lawsuit against the Company asserting tiatCompany's use of a sys
“to provide live chat service over the Internatfringes U.S. Patent Nos. 6,311,231, 6,668,286, 4%59,043 ("'231 patent”, "286 patent"”, and 3
patent”, respectively).

The '231 patent is entitled "Method and SystemQoprdinating Data and Voice Communications via @u&r Contact,the '286 patent
entitled "Method and System for Coordinating Daid &oice Communications via Customer Contact Chb@hanging System Over IP," and the '
patent is entitled "Method and System for CoordintaData and Voice Communications via Contact Ceai@hanging System," The patents \
generally allegedly relate tdive chat" services of companies, which can givetamers the ability to exchange text messages avithtual or ree
customer support person. It appears that most coiepaamed in the various lawsuits by Pragmatemnse the “live chattechnology and softwa
from a third-party supplier. A few of these thirdsfy suppliers have been named in some of the b@@fawsuits filed by Pragmatus in Califorr
Delaware, and the Eastern District of Texas, and tird-party suppliers of texthat (LivePerson and LogMeln) have filed declanatoidgmen
actions on the patents in suit in Delaware. Thee pending reexamination on one of the three @skpatents.

Pragmatus and the Company agreed to extend thdirdedodr the Company to answer or otherwise respné@ragmatus's complaint ul
February 11, 2013. The Company answered the comipdai that day by denying Pragmatus's infringenatlegations and requesting a declare
judgment by the Court that the patents in suitrareinfringed and invalid. On February 20, 201% @ompany filed a motion to stay the case, an
March 6, 2013, Pragmatus filed its opposition te @ompany's motion to stay the case. The Compé#et ifs reply on March 13, 2013. On May
2013, the Court granted the Company's motion tp ‘gtanding final exhaustion of all pending reexaation proceedings.On June 22, 2013, both
'231 and '286 patents, which were the two asseré¢ents against the Company that were put intoareely the defendants in a parallel Dela
action and the basis of the stay in the Pragme&s® against the Company, emerged from reexanaditian, the Delaware court lifted the stay in
Pragmatus cases pending in Delaware. The partignitad a status report to the Court in Januar0df4 indicating that: (1) th31 Patent emerg
from reexamination with all claims confirmed, antraghts of appeal have been exhausted; (2) tiyeest for reexamination of th@43 Patent we
denied; and (3) all claims of the '286 patent weoafirmed during reexamination, but the reexamoratiequestor appealed the examisetécisio
and the matter is now on appeal. The parties hskedathe Court to lift the stay of the case andasmise management conference and an early r
evaluation.

It is too early to reasonably estimate any finanioigact to the Company because of this litigaticatter.
Freeny v. NETGEAR, Inc.

On April 29, 2013, the Company and several othenganies, including Apple, ASUSTek, Belkin, Buffa@;Link, IC Intracom, Ruckus, TRink,
Vizio, and Western Digital, were sued in separatoas in the Eastern District of Texas by ChakesFreeny lll, Bryan E. Freeny, and Jame
Freeny. The complaint alleges that dbahd wireless routers infringe U.S. Patent No. 0, 144. The patent lists Charles Freeny as the toveNir.
Freeny's sons, Charles Ill and Bryan, now own Tdd patent, as Mr. Freeny is deceased. On Jurn20238, the Company's answer and countercl
were timely filed with the Court. The initial statwconference was held on August 8, 2013. At theusteonference, the Markman hearing
scheduled for August 7, 2014, and the trial date set for April 6, 2015.

On August 2, 2013, Freeny produced its initialimfement contentions to the Company. The Commaimjtial disclosures were given to Fre
on September 23, 2013, and, on October 10, 20&@3C¢mpany produced initial technical documentsegsired by the Cour’local rules. Discove
is ongoing.

It is too early to reasonably estimate any finaraigact to the Company because of this litigatieaitter.
Concinnitas v. NETGEAR, Inc.

On May 2, 2013, the Company was added to an egist@se against Sierra Wireless America, Inc. aedr&MWireless S.A. that was brought
Concinnitas, LLC and George W. Hindman in the Easfaistrict of Texas. The accused products willthe Company's Aircard products the
acquired from Sierra Wireless. On July 20, 2018, @ompany's answer and counterclaims were timkdyg fivith the Court. The Court set an ini
scheduling conference for September 5, 2013, atfthatonference the Court consolidated Concinsieasse against the Company with Concinngas’
case against Samsung for discovery and claims reatisin purposes. Based on the date of the scheglglbnference, Concinnitasinfringemer
contentions were submitted on August 30, 2013, taedCompanyg invalidity contentions and technical documentdpiciion were submitted
October 17,
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2013. On December 19, 2013, the Company and Cateénsettled the lawsuit for a payment from the @any to Concinnitas. The settlement gr
the Company a license to the patent in suit - U®mR&,805,542 Mobile Unit Attached in a Mobile Environment Thaitlly Restricts Access to Dz
Received Via Wireless Signal to a Separate Comgoténe Mobile Environment” and two related patentdS Patent 6,324,592Apparatus an
Method For a Mobile Computer Architecture and InPutput Management Systems” and US Patent 7,165,Apparatus and Method for |,
Management in a Mobile Environment Wherein AccessData From a Wireless Signal is Restricted BasedaoPersistent Unique Hardw
Identification.” The settlement payment has beedenand did not have a material financial impat¢h®Company.

NETGEAR, Inc. v. ASUS

On July 22, 2013, the Company filed a complaintimgfaASUSTEK COMPUTER, INC. and ASUS COMPUTER INTERTIONAL, INC.
(collectively “ASUS”) seeking permanent injunctive relief, damages awthdetory relief for false advertising in violatiafi the Lanham Act, damag
for tortious interference with the Company's prasipe business relations, injunctive relief for ainfcompetition in violation of California Busine
and Professions Code, injunctive relief for falskvextising pursuant to California Business and &3sions Code, damages and injunctive |
pursuant the Sherman Antitrust Act, and various®of declaratory relief.

The Company has asserted that contrary to ASUBfesentations to the Federal Communications Cononigs=CC"), ASUS's wireless route
including without limitation models RT-N65U and RAC66U, produce power outputs far in excess of threpeesented to the FCC, produce pc
outputs that exceed FCC maximum output levels,winldy cause interference with adjacent bandwidgpstentially including critically importal
navigation, communications, and safety devices), guerate in a manner that has never been acguraf@rted to the FCC. The Company conti
that ASUS's representations that its RT-N65U andARB6U wireless routers are FCC compliant are fadsel are made with the intent to dec
potential consumers. The Company further contehds ASUS's misrepresentations regarding complisofcés wireless routers with the F(
regulations constitute unfair competition and fatskvertising, tortuously interfere with the Compangrospective business advantage, and
harmed the Company because the Company has lasttedpsales due to such wrongful conduct and misseptations by ASUS.

After a series of extensions to answer the complgtianted by the Company to Asus, on SeptembefB3,2Asus filed a motion to dismiss
complaint. Asus’s motion was generally based on ftilewing arguments: a) the Companytlaims are preempted by FCC regulations; b
Company is improperly seeking a private cause tibador violation of FCC regulations that create such cause of action; ¢) the Companglaim:
should be stayed or dismissed in deference to tineapy jurisdiction of the FCC; and d) the Compdails to allege with sufficient specificity t
nature of defendants' wrongful conduct nor how twaiduct caused injury to the Company.

On October 7, 2013, the Company responded to Asosition to dismiss by arguing that: a) the defetslaviolated unambiguous F(
regulations, thus, the Company's claims are in bagmnot conflict, with the FCC's regulatory goatd;the Companyg damages arise not fri
defendants' private, regulatory dealings with tR&Fbut rather from Asus’s conduct in the marketpla-a realm regulated not by the FCC but by
courts; c) the Court should be allowed to adjudicgrden variety claims of false advertising, unéaimpetition, and deceptive trade practices th
no way implicate complex regulatory interpretationgolicy judgments; and d) the complaint pleaatsd in exacting detail.

On December 12, 2013, the Court refused to disthissCompany’s antitrust and false advertising agdinst Asus by denying Asgsmotion
thereby indicating that proceeding with the caseldmot violate the FCC’s authority. Discovery st case has commenced.

Spansion LLC v. NETGEAR, Inc.

On August 1, 2013, Spansion LLC (“Spansion”) fieedection 337 complaint with the U.S. Internatiofi@de Commission (“ITC"paming: th:
Company; Belkin International, Inc. (“Belkin”); AS®I'ek Computer Inc. and Asus Computer Internati¢c@lectively, “Asus”); DLink Corporatior
and D-Link System, Inc. (collectively, “D-Link"); Mtendo Co., Ltd. and Nintendo of America, Inc.lectively, “Nintendo”);and Macronix Americi
Inc., Macronix Asia Limited, and Macronix (Hong KgnCo., Ltd. (collectively “Macronix”)as proposed respondents. The Complaint is styleti@
Flash Memory Chips and Products Containing the S&pansion is seeking a general exclusion orden thre alternative a limited exclusion ordet
well as a cease and desist order.
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Spansion has asserted six patents related to thefatdure, structure, and operation of flash menoafis, as well as security protection syst
for flash memory devices:

e US Patent No. 6,369,41&émiconductor Device with Contacts Having a Slopeafile

e US Patent No. 6,459,625 “Three Metal Proces©jfmtimizing Layout Density”

e US Patent No. 6,731,536 “Password and Dynanvteetion of Flash Memory Data”

e US Patent No. 6,900,12#4tterning for Elliptical Vss Contact on Flash Mey

e US Patent No. 7,018,92P4tterning for Elongated Vss Contact on Flash Mg

e US Patent No. 7,151,027 “Method and Device fediing Interface Area of a Memory Device”

Four of the asserted patents, the '416, '625, d2d,922 patents, were previously asserted by sfpain the 337-TAZ35 Investigation agair
Samsung, Apple, Nokia, PNY, RIM, and Transcend. f&€€ords indicate the 735 Investigation termindiaged on settlement agreements prior t
hearing on the merits.

The accused products are identified as flash mertups manufactured and sold by Macronix, as well@vnstream products which contain
accused Macronix flash memory chips. The Compkecifically identifies the Company WNR1000 wirelesuter, as an exemplary accused pro
but makes clear that Spansion intends to expanddhpe of accused products to include additionatiyets, if any, which contain the accu
Macronix flash memory chips.

In addition, on August 1, 2013, Spansion filed aapel similar complaint against the same partiesttie Northern District of Californi
Discovery in the ITC case has commenced and isinggand the Northern District of California casestbeen stayed pending the outcome of the
case.

It is too early to reasonably estimate any finaraigact to the Company because of this litigatieaitter.
Garnet Digital v. NETGEAR, Inc.

On September 9, 2013, the Company was sued inakteid District of Texas by a non-practicing entigmed Garnet Digital (“Garnetthat is
based in Texas. There is one asserted patent,RdtSNo. 5,379,421, which is directed to an intévacterminal for the access of remote data
information. Garnet is alleging infringement by iempany by its products or systems, such as thé280, that are responsive to output signals
a telephone.

The patent has previously been litigated againgilé&pgSamsung, RIM, and a number of other wirelesspanies in Eastern Texas and the
Garnets lawsuit against the Company is one of multiplgesdfiled by Garnet in the Eastern District of Tether defendants sued by Garnet ir
Eastern District of Texas include: Boxee, Lk Systems, Logitech, Roku, TiVo, DirecTV, DISHeNvork, Verizon, AT&T, Comcast, Panaso
Western Digital, Pioneer, Yamaha, Denon, D&M Hofin Marantz, and Onkyo. The Company answered thepleint on December 9, 2013
asserting various affirmative defenses. In Febr@drg014, the court consolidated the Compargase with the other pending Garnet Digital cag
the Eastern District of Texas, but the Court hasypbset a scheduling conference.

It is too early to reasonably estimate any finanioigact to the Company because of this litigaticatter.
Penovia LLC v. NETGEAR, Inc.

On September 27, 2013, a non-practicing entity maRenovia LLC (“Penovia’jiled suit against the Company in the Eastern Ristof Texas
Penovia asserts the Company’s wireless routers@drU.S. Patent No. 5,822,221 (the “221 patergfjtitled “Office Machine Monitoring Device.
Penovia's complaint specifically names the DGN2U0igelessN product as an example of an infringing produendvia admits in the complaint tl
the '221 patent expired on October 13, 2010, due t@selénh maintenance fee payments. Consequently vReseeks damages for an approxims
threeyear period of time starting six years before tliag date of the complaint, September 27, 2004 anding on October 13, 2010. Penovia
asserted the '221 patent in 22 cases, all in tlstelEa District of Texas. Penovia filed nioases on May 21, 2013, and filed the remainderemie®nbe
27, 2013. The Company filed its answer on Noveni#tgr2014 - asserting various affirmative defen§@s.December 23, 2013 received Penavia’
infringement contentions.

It is too early to reasonably estimate any finanioigact to the Company because of this litigaticatter.
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Innovative Wireless Solutions LLC v. NETGEAR, Inc.

In November of 2013, Innovative Wireless Solutidited a new wave of suits targeting tdreless router and networking companies, Adtramis/
Aruba Networks, Belkin, Buffalo Technology, Engesitiechnologies, Fortinet, IC Intracom, Motorola#imns, SMC Networks, Ubiquiti Networl
Western Digital, and Zoom Telephonics. PreviouslyApril of 2013, Innovative Wireless had filed 4lits targeting hotels and restaurant chains
wireless Internet services. The Company was suddowember 6, 2013 in the District of Delaware.

The three patents-in-suit (5,912,895 entitlddfdrmation network access apparatus and methodsdmmunicating information packets
telephone lines” ( the “895 Patent”); 6,327,264itbed “Information network access apparatus and methadsofomunicating information packets
telephone lines” ( the “264 Patent”); and 6,58B4antitled ‘Information network access apparatus and methodsdmmunicating informatic
packets via telephone lines” ( the “473 Patentipimally were part of a portfolio of Nortel Netwks’ patents before they reached Innovative Wir¢
in March 2013.

The Company filed its answer on January 13, 204<erting various affirmative defenses. It is todyeto reasonably estimate any financial imj
to the Company because of this litigation matter.

IP Indemnification Claims

In its sales agreements, the Company typicallyesgte indemnify its direct customers, distributargl resellers (the “Indemnified Partie$dy
any expenses or liability resulting from claimeétiimyements by the Company's products of paterdsletnarks or copyrights of third parties tha
asserted against the Indemnified Parties, subjectistomary carve outs. The terms of these indécatiin agreements are generally perpetual
execution of the agreement. The maximum amounbtdrgial future indemnification is generally unltexd. From time to time, the Company rece
requests for indemnity and may choose to assumeettesmse of such litigation asserted against tberimified Parties.

Environmental Regulation

The European Union (“EU"gnacted the Waste Electrical and Electronic Equignidirective, which makes producers of electricabds
including home and commercial business networkirglpcts, financially responsible for specified eotion, recycling, treatment and disposal of
and future covered products. The deadline fornké/idual member states of the EU to transposdlitteetive into law in their respective countriess
August 13, 2004 (such legislation, together witle thirective, the “"WEEE Legislation”)Producers participating in the market were finalhc
responsible for implementing these responsibilitinder the WEEE Legislation beginning in August 2805. The Company adopted the authoriti
guidance for asset retirement and environmentadjatibns in the third quarter of fiscal 2005 and ki@termined that its effect did not have a ma
impact on the Company's consolidated results ofatjpes and financial position for years ended Ddwer 31, 2013 and 2012. The WEEE Direc
was recast on July 24, 2012, published on Augus2@B2, and was implemented by all member statdsebnuary 14, 2014. The Company expec!
material impact on its consolidated results of afiens and financial positions due to this recast®imilar WEEE Legislation has been or ma
enacted in other jurisdictions, including in theitdd States, Canada, Mexico, China, India, Austrahid Japan. The Company continues to mc
WEEE Legislation and similar legislation in otherigdictions as individual countries issue theiplementation guidance. The Company believ
has met the applicable requirements of current WHERBislation and similar legislation in other judistions, to the extent implementat
requirements has been published.

Additionally, the EU enacted the Restriction of Hedous Substances Directive (“RoHS Legislationtle REACH Regulation, Packag
Directive and the Battery Directive. EU RoHS Legigin, along with similar legislation in China, teges manufacturers to ensure certain subste
including polybrominated biphenyls (“PBD”), polybrinated diphenyl ethers (“PBDE"mercury, cadmium, hexavalent chromium and leadgg
for allowed exempted materials and applications lelow specified maximum concentration valuesarain products put on the market after Ju
2006. The RoHS Directive was recast on July 211281d went into force on January 3, 2013. Thisrditthave a material impact on the Compe
consolidated results of operations and financiaitmm. The REACH Regulation requires manufactuterensure the published lists of substanc
very high concern in certain products are belowcsigel maximum concentration values. The Batteryeblive controls use of certain types of bal
technology in certain products and requires mamgat@rking. The Company believes it has met theireqments of the RoHS Directive Legislati
the REACH Regulation and the Battery Directive Istagion.

Additionally, the EU enacted the Energy Using PdUEuP”) Directive, which came into force in August 2007.eTBuP Directive require
manufacturers of certain products to meet minimuaergy efficiency performance requirements. These
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requirements were documented in EuP implementingsores issued for specific product categories. inlf@ementing measures affecting
Company's products are minimum power supply efficies and may include required equipment standbylesiowhich also reduce ene
consumption. The EuP Directive was repealed in Ndwer 2009 and replaced by the Energy Related ProdUerP") Directive, which includes t
same implementing measures of the former EuP Dieeeind new implementing measures applicable tcCthimpany's products. The Company i
compliance with applicable implementing measurethefErP Directives since it came into force.

Additionally, in 2010, the U. S. Congress passedDoddFrank Wall Street Reform and Consumer Protection Rarsuant to Section 1502
the Dodd-Frank Act, in August 2012, the U.S. Sdirgiand Exchange Commission adopted Rulell8pder the Securities Exchange Act of 193
amended. Rule 13p-1 is commonly known as the “G@unfflinerals Rule."This rule is intended to address human rights titnda arising from th
forced labor, child labor, rape, murder and othestitities related to mining operations in Africaamely in the eastern Democratic Republic o
Congo (“DRC")and nearby regions. This rule requires public camngzato make disclosures regarding whether spdaifimerals in company produ
are sourced from the DRC or its surrounding coastfcovered countries) in an effort to encouragapamies to obtain these minerals from sot
that do not directly or indirectly finance or beilhefmed groups operating in these countries. Pleeified minerals, referred to as conflict minerals
Tin, Tungsten, Tantalum and Gold, which are neaggsathe manufacture of electronics components equpment. Publicly traded companies, ¢
as the Company, will be required to disclose ceriiafiormation concerning the origin of conflict neirals contained in their products. In addition,
Organization for Economic Co-operation and Develepm(*OECD”) has published Due Diligence Guidance for Respoas8ipply Chains
Minerals from Conflict-Affected and HigRisk Areas. The Company intends to utilize thiginationally recognized OECD framework to condumi
required due diligence under the Conflict Minefdlsle. The Company is currently in the process sessing compliance and does not believe
will be any material financial or business impacttbe Company as a result.

Note 10. Stockholders’ Equity
Common Stock Repurchase Programs

In October 21, 2008, the Company’s Board of Direstauthorized management to repurchase up to @lbmmshares of the Compary’
outstanding common stock. Under this authorizatiba,timing and actual number of shares subjecéparchase are at the discretion of manage
and are contingent on a number of factors, sude\eds of cash generation from operations, cashiresents for acquisitions and the price of
Company’s common stock. The Company repurchasednlion shares or $63.1 millionf common stock under this authorization during yeel
ended December 31, 2013 . The Company did notecbpee any shares under this authorization duriagélars ended December 31, 2012 and 2011 .

The Company repurchased approximately 14,000 sharek0.5 millionof common stock under a repurchase program to &dfpinistrativel
facilitate the withholding and subsequent remittarmé personal income and payroll taxes for indigidureceiving RSUs during the year er
December 31, 2013 . Similarly, during the yearseehBecember 31, 2012 and December 31, 2011 , thgp@uy repurchased approximat@,00(
shares and 25,000 shares, respectively, or $0l®mand $0.9 millionof common stock, respectively, under the same progio help facilitate te
withholding for RSUs.

These shares were retired upon repurchase. The &grsppolicy related to repurchases of its common siec¢k charge the excess of cost «
par value to retained earnings. All repurchasewsde in compliance with Rule 10b-18 under theufizes Exchange Act of 1934, as amended.
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Cumulative Other Comprehensive Income, Net

The following table sets forth the changes in aadiated other comprehensive income by component,ohefx, during the years enc
December 31, 2013 and 2012 (in thousands):

Gains and losses on Gains and losses on
available for sale securities derivatives Total
Beginning balance as of December 31, 2011 $ 17 $ 6 $ 23
Other comprehensive (loss) income beforeassifications 11 164 17t
Amounts reclassified from accumulated otl@nprehensive loss — (1949 (194
Net current period other comprehensive (log)me 11 (30 19
Beginning balance as of December 31, 2012 $ 28 $ 24 $ 4
Other comprehensive (loss) income beforeassifications (249) 77t 751
Amounts reclassified from accumulated otl@nprehensive loss — (68€) (68€)
Net current period other comprehensive (los)me (29) 89 65
Ending balance as of December 31, 2013 $ 4 % 65 $ 69

The following tables provide details about sigrafit amounts reclassified out of each componentadraulated other comprehensive incom
the years ended December 31, 2013 and 2012 (isdnds):

Year Ended December 31, 2013 Year Ended December 31, 2012
Details about Accumulated Other Comprehensive Incom Amount Reclassified from Affected Line Item in the Amount Reclassified from Affected Line Item in the
Components AOCI Statement of Operations AOCI Statement of Operations
Gains and losses on cash flow hedge:
Foreign currency forward contracts $ 844  Netrevenue $ 26z Net revenue
Foreign currency forward contracts (9) Cost of revenue (1) Cost of revenue
Foreign currency forward contracts (14€) Operating expenses (67) Operating expenses
68€  Total before tax 194 Total before tax
—  Tax expense (1) —  Tax expense (1)
$ 68€  Total, net of tax $ 194 Total, net of tax

(1) Under our tax structure all hedging gains and $sen derivative contracts are ultimately bornealggal entity in a jurisdiction with no incomexs
Note 11. Employee Benefit Plans
2000 Stock Option Plan

In April 2000, the Company adopted the 2000 Stogpkidd Plan (the “2000 Plan”Yhe 2000 Plan provides for the granting of stockams tc
employees and consultants of the Company. Opticastgd under the 2000 Plan may be either incestivek options (“ISOs”pr nonqualified stoc
options (“NSOs")ISOs may be granted only to Company employeesuiitt) officers and directors who are also employddSOs may be grant
to Company employees, directors and consultantetah of 7,350,000 shares of Common Stock have besarved for issuance under the 2000 Plan.

Options under the 2000 Plan may be granted fopgerof up to ten yeargrovided, however, that (i) the exercise pricaniSO and NSO sh
not be less than the estimated fair value of thaetlying stock on the date of grant and (ii) thereise price of an 1ISO and NSO granted to a
shareholder shall not be less than 11d%he estimated fair value of the underlying stockthe date of grant. To date, options grantecigdly ves
over four years .

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

2003 Stock Plan
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In April 2003, the Company adopted the 2003 Stdek the “2003 Plan”)The 2003 Plan provides for the granting of stoctiamys to employe
and consultants of the Company. Options grante@wtiet 2003 Plan may be either ISOs or NSOs. IS&slm granted only to Company employ
(including officers and directors who are also emypks). NSOs may be granted to Company employ@&estats and consultants. The Company
reserved 750,006hares of Common Stock plus any shares which vesexved but not issued under the 2000 Plan aeafate of the approval of 1
2003 Plan. The number of shares which were resdouédot issued under the 2000 Plan that were feeesl to the Compang’2003 Plan we
615,290 , which when combined with the shares vesefor the Company’s 2003 Plan total 1,365,290esheeserved under the Compang2003 Pla
as of the date of transfer. Any options cancelladeu either the 2000 Plan or the 2003 Plan aremetluto the pool available for grant. During
second quarter of 2013, the Company's 2003 Staok &{pired and the remaining unissued 62,791 redesivares were retired accordingly.

Options under the 2003 Plan may be granted fopgerof up to ten yeargrovided, however, that (i) the exercise pricanfiSO and NSO sh
not be less than the estimated fair value of thaetlying stock on the date of grant and (ii) thereise price of an ISO and NSO granted to a
shareholder shall not be less than 11d%he estimated fair value of the underlying stockthe date of grant. To date, options grantecigdlly ves
over four years , with the first tranche vestingtta# end of 12 monthand the remaining shares underlying the optionirngsnonthly over th
remaining three yeardn fiscal 2005, certain options granted underab@3 Plan immediately vested and were exercisaibkhe date of grant, and
shares underlying such options were subject te@eeestriction which expires at a rate of 25%\yger.

2006 Long Term Incentive Plan

In April 2006, the Company adopted the 2006 Long éncentive Plan (the “2006 Plan”), which was apad by the Compang’stockholdel
at the 2006 Annual Meeting of Stockholders on M8y 2006. The 2006 Plan provides for the grantingtotk options, stock appreciation rig
restricted stock, performance awards and otheksta@rds, to eligible directors, employees and aliasts of the Company. Upon the adoption o
2006 Plan, the Company reserved 2,500,688res of common stock for issuance under the Zl@f. In June 2008, the Company ado
amendments to the 2006 Plan which increased théeunf shares of the Compasycommon stock that may be issued under the 2006 p) ai
additional 2,500,000 shares. In July 2010, the Gongmdopted amendments to the 2006 Plan whichdsetethe number of shares of the Company’
common stock that may be issued under the 2006kplaan additional 1,500,00hares. In June 2012, the Company adopted amensltoetiie 200
Plan which increased the number of shares of trapaay’s common stock that may be issued under@0é plan by an additional 3,000,080ares
In addition, RSUs granted under the 2006 Plan cafter June 6, 2012 are counted against shareeraagti under the plan as 1.5Bares of commc
stock for each share subject to such award. Assakehber 31, 2013, 1,366,297 shares were resesvéatdire grants under the 2006 Plan.

Options granted under the 2006 Plan may be eitB@&slor NSOs. ISOs may be granted only to Compamiames (including officers a
directors who are also employees). NSOs may bdegtan Company employees, directors and consult@uons may be granted for periods of u
ten years, provided, however, that (i) the exerpisee of an ISO and NSO shall not be less tharetiienated fair value of the underlying stock oe
date of grant and (ii) the exercise price of an @ NSO granted to a 10% shareholder shall ntgdsethan 110%f the estimated fair value of 1
underlying stock on the date of grant. Options dmunder the 2006 Plan generally vest over foargewith the first tranche vesting at the end »f
months and the remaining shares underlying th@optésting monthly over the remaining three years .

Stock appreciation rights may be granted unde@®$ Plan subject to the terms specified by the atiministrator, provided that the term of
such right may not exceed ten (10) years from Hte df grant. The exercise price generally canedebs than the fair market value of the Company’
common stock on the date the stock appreciatidrt rfggranted.

Restricted stock awards may be granted under tB6 Plan subject to the terms specified by the p@ministrator. The period over which
restricted award may fully vest is generally naslégan three (3) years. Restricted stock awarde@reested stock awards that may include grar
restricted stock or grants of restricted stock suffRSUs”). Restricted stock awards are independent of optramtg and are generally subjec
forfeiture if employment terminates prior to théegese of the restrictions. During that period, omgh# of the shares cannot be transferred. Resst
stock has the same voting rights as other commamk stnd is considered to be currently issued anstanding. RSUs do not have the voting righ
common stock, and the shares underlying the RS&si@tr considered issued and outstanding. The Coymgguenses the cost of the restricted <
awards, which is determined to be the fair marledtie of the shares at the date of grant, rataldy the period during which the restrictions lapse.
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Performance awards may be in the form of perforraaares or performance units. A performance shasns an award denominated in sk
of Company common stock and a performance unit mmeamward denominated in units having a dollawne/alr other currency, as determined by
plan administrator. The plan administrator will eetine the number of performance awards that wveligbanted and will establish the performe
goals and other conditions for payment of suchgrerénce awards. The period of measuring the admertof performance goals will be a minim
of twelve (12) months.

Other stock-based awards may be granted underOf®@ Rlan subject to the terms specified by the piministrator. Other stodkased awarc
may include dividend equivalents, restricted staalards, or amounts which are equivalent to all podion of any federal, state, local, domesti
foreign taxes relating to an award, and may be lpaym shares, cash, other securities or any dtiver of property as the plan administrator t
determine.

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

Any shares of common stock subject to an awardistfatfeited, settled in cash, expires or is otfise settled without the issuance of shares
again be available for awards under the 2006 FAaidlitionally, any shares that are tendered by digipant of the 2006 Plan or retained by
Company as full or partial payment to the Compamyttie purchase of an award or to satisfy tax watting obligations in connection with an aw
shall no longer again be made available for isseamdler the 2006 Plan.

Employee Stock Purchase Ple

The Company sponsors an Employee Stock Purchase(fhla “ESPP”), pursuant to which eligible emplayeray contribute up to 10%f
compensation, subject to certain income limitgpuochase shares of the Company’s common stock. &mes may purchase stock seaniually at
price equal to 85%f the fair market value on the purchase date. eSthe price of the shares is determined at thehpsee date, the Compse
recognizes expense based on the 15% discountctgsg. For the years ended December 31, 2013 ,, 20022011 ESPP compensation expense
$420,000, $371,000 and $354,000 , respectivelyofA3ecember 31, 2013, 307,500 shares were raséovéuture grants under the ESPP.
Option Activity

Stock options activity under the stock option pldosing the year ended December 31, 2013 was kasvial

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, 2012 4,32¢  $ 29.2¢
Granted 503 33.4¢
Exercised (352) 21.2¢
Cancelled (249 34.2
Expired (62) 33.7¢
December 31, 2013 4,165 ¢ 30.11 65 $ 16,37¢
As of December 31, 2013:
Vested and expected to vest 4,006 $ 29.9¢ 6.4 $ 16,28:
Exercisable Options 2,698 $ 28.2¢ 55 % 15,24¢

The aggregate intrinsic values in the table abepeeasent the total pre-tax intrinsic values (tHéedince between the Compasyclosing stoc
price on the last trading day of 2013 and the @gerprice, multiplied by the number of shares ulyiteg the in-themoney options) that would he
been received by the option holders had all optioiders exercised their options on
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December 31, 2013 . This amount changes basededaithmarket value of the Compasystock. Total intrinsic value of options exerci$edthe yea
ended December 31, 2013, 2012, and 2011 wasi$iién , $8.1 million and $21.8 million , respectiy.

The total fair value of options vested during tleans ended December 31, 2013 , 2012 , and 201B 186 million , $11.1 million an&9.¢
million , respectively.

The following table summarizes significant rangéewstanding and exercisable stock options asagfenber 31, 2013 :

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)
$9.26 - $22.68 90:< 473 $ 18.27 87: $ 18.1¢
$23.25 - $31.31 84¢ 5.73 29.5¢ 617 29.2¢
$31.59 - $33.83 1,20z 8.23 33.12 42% 33.2¢
$33.92 - $38.01 95¢ 6.72 35.5¢ 62¢ 35.3¢
$38.16 - $40.01 251 6.40 39.2¢ 15z 39.2¢
$9.26 - $40.01 4,168 6.50 $ 30.11 2,69t g 28.2¢

RSU Activity

RSU activity under during the year ended DecemtefB813 was as follows:

Outstanding RSUs

Weighted
Weighted Average Average
Grant Date Fair Value Remaining Aggregate
Number of Per Contractual Intrinsic
Shares Share Term Value
(In thousands) (In dollars) (In years) (In thousands)
December 31, 2012 11z $ 28.3¢
RSUs granted 744 29.2(
RSUs vested (85) 34.04
RSUs cancelled (40) 28.1¢
December 31, 2013 731 g 29.4( 161 $ 24,07:

Total intrinsic value of RSUs, or the release datevalue of RSUs, vested during the years endecebnhber 31, 2013 , 2012 and 2011 $2<%
million , $3.7 million and $4.4 million respectively. The total fair value or RSUs, @ trant date fair value of RSUs, vested duringythess ende
December 31, 2013, 2012 and 2011 was $2.3 mi/l&$0 million and $2.6 million , respectively.

Valuation and Expense Information

The Company measures stduksed compensation at the grant date based onitheafue of the award. Estimated compensation i&ating tc
restricted stock units (“RSUs”) is based on thesiclg fair market value of the Compasytommon stock on the date of grant. The fair vailf
Employee Stock Purchase Plan (“ESPBpased on the 15% discount at purchase, singeritte of the shares is determined at the purctate Th
fair value of each option award is estimated ondéte of grant using a Black-Schol&rton option valuation model that uses the assiamptnote:
in the following table. The estimated expected tesfnoptions granted is derived from historical data employee exercise and peossting
employment termination behavior. The risk free lies¢ rate is based on the implied yield currenthgilable on U.S. Treasury securities wit
remaining
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term commensurate with the estimated expected tExpected volatility is based on historical vol&filover the most recent period commenst
with the estimated expected term.

The following table sets forth the weighted-averagesumptions used to fair value option grants duttie years ended December 31, 2023812
and 2011 based on its historical experience:

Year Ended December 31,

2013 2012 2011
Expected life (in years) 4.4 4.4 4.4
Risk-free interest rate 0.72% 0.64% 1.6%%
Expected volatility 48.05% 52.0¢% 50.31%

Dividend yield — — —

The weighted average estimated fair value of optgmnanted during the years ended December 31, 22082 and 2011 was $13.29 , $13:01@
$14.29 , respectively.

The following table sets forth the total stdoised compensation expense resulting from stoé@raptrestricted stock awards, and the Empl
Stock Purchase Plan included in the Company’s Gimtatded Statements of Operations (in thousands):

Year Ended December 31,

2013 2012 2011
Cost of revenue $ 1577 $ 1,347 $ 99¢
Research and development 3,94 2,78 2,47¢
Sales and marketing 5,37¢ 4,751 5,13¢
General and administrative 6,56: 5,487 5,151
Total $ 17,46: $ 1437: $ 13,76:

The Company recognizes these compensation costf tiet estimated forfeitures on a straijhe basis over the requisite service period o
award, which is generally the option vesting tefrfoar years .

Total stock-based compensation cost capitalizédvientory was less than $0.5 million in each of ylears ended December 31, 2013 , 281
2011.

As of December 31, 2013 , $16.7 milliof total unrecognized compensation cost relatestack options is expected to be recognized o
weighted-average period of 2.3 years . As of Deearth, 2013 , $14.0 million of total unrecognizeanpensation cost related to neasted RSUs
expected to be recognized over a weighted-averagedrof 3.0 years .

401(k) Plan

In April 2000, the Company adopted the NETGEAR 4)FRlan to which employees may contribute up t0%@J salary subject to the leg
maximum. In the first quarter of 2012, the Compaegan matching 50%f contributions for employees that remain activithwhe company throug
the end of the fiscal year, up to a maximum of 86,0h employee contributions. During the years enbBecember 31, 2013 and 20tt2 Compan
recognized $1.0 million and $0.7 million , respeely, in expenses related to the 401(k) match. Néclmwas offered in 2011 and thus expense
were recorded related to matching employee coritabs during that year.

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

Operating segments are components of an enterplisat which separate financial information is aalié and is regularly evaluated
management, namely the Chief Operating Decision éfigkCODM”) of an organization, in order to determine operatmgl resource allocati
decisions. By this definition, the Company operateshreespecific business units: retail, commercial, andiise provider. The retail business t
consists of high performance, dependable and easgd home
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networking, home video monitoring, storage andtdlginedia products. The commercial business umisists of business networking, storage
security solutions that bring enterprise class fionality down to the small and medium size businasan affordable price. The service prov
business unit consists of madeetaler and retail proven, whole home networking tare and software solutions as well as 4G LTE laitspold t
service providers for sale to their subscribershHausiness unit is managed by a Senior Vice R¥eg8ideneral Manager. The Company believes
structure enables it to better focus its effortdlm Company's core customer segments and allaed@ more nimble and opportunistic as a com
overall.

The results of the reportable segments are deriexttly from the Company's management reportingtesy. The results are based on
Company's method of internal reporting and are meatessarily in conformity with accounting principlgenerally accepted in the United St:
Management measures the performance of each sedrmasatl on several metrics, including contributinnome. Segment contribution inca
includes all product line segment revenues lessdla¢ed cost of sales, research and developmergaas and marketing costs. Contribution incor
used, in part, to evaluate the performance of,alotate resources to, each of the segments. Gerpagrating expenses are not allocated to seg
because they are separately managed at the cargeval. These unallocated indirect costs incluogo@rate costs, such as corporate researc
development, general and administrative costskdtased compensation expenses, amortization afigitiees, acquisitiomelated integration cos
restructuring costs, litigation reserves and irdesnd other income (expense), net. The Company kokeevaluate operating segments using dis
asset information.

Financial information for each reportable segmeit @ reconciliation of segment contribution incaméncome before income taxes is as foll
(in thousands, except percentaigen):

Year Ended December 31,

2013 2012 2011
Net revenues:
Retall $ 509,92: $ 504,79° $ 481,79
Commercial 311,26: 307,94! 331,43¢
Service provider 548,44t 459,17¢ 367,78¢
Total net revenues $ 1,369,63. $ 1,271,992 $ 1,181,01!
Contribution income:
Retalil $ 73,41t % 86,80¢ $ 81,58¢
Retail contribution margin 14.4% 17.2% 16.9%
Commercial 66,50¢ 67,82¢ 74,74¢
Commercial contribution margin 21.4% 22.0% 22.6%
Service Provider 51,62( 40,79 32,791
Service Provider contribution margin 9.4% 8.9% 8.9%
Total segment contribution income 191,54 195,42¢ 189,13:
Corporate and unallocated costs (51,629 (47,766 (43,30)
Amortization of intangible assets (1) (15,217 (4,76%) (4,65%)
Stock-based compensation expense (17,467) (14,377) (13,762
Restructuring and other charges (5,33 (1,190 (2,099
Acquisition-related expense (2) (940 (833%) (40
Impact to cost of sales from acquisition accounsidgistments to inventory (56¢) — (609)
Litigation reserves, net (5,359 (390 201
Impairment of intangibles (2,000 — —
Interest income 40C 49¢ 477
Other income (expense), net (457) 2,67( (2,13¢)
Income before income taxes $ 92,98: $ 129,28  § 124,21(

(1) Amount excludes amortization expense related terpstwithin purchased intangible assets in costsvahue:
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(2) These acquisition-related charges were exjgeinsthe period incurred and reported in the Comgsaronsolidated statements of operations withst obrevenues and operating
expense.

The Company conducts business across three gedgreggions: Americas, Europe, Middle-East and Ari¢EMEA”) and Asia Pacifi
("APAC"). Net revenue by geography comprises gresenue less such items as ersgr customer rebates and other sales incentiwsaeateto be
reduction of net revenue per the authoritative go@# for revenue recognition, sales returns armk protection. For reporting purposes reven
attributed to each geographic region based oroitegibn of the customer.

The following table shows net revenue by geogrdphyhe periods indicated (in thousands):

Year Ended December 31,

2013 2012 2011
United States $ 769,35 $ 660,99 $ 570,14:
Americas (excluding U.S.) 19,96: 18,42: 16,91
United Kingdom 142,72¢ 184,40 165,52:
EMEA (excluding U.K.) 269,95¢ 273,32 312,19
APAC 167,62 134,77¢ 116,24¢
Total net revenue $ 1,369,63. % 1,27192. % 1,181,01

No single customer accounted for greater than 1Df&revenues in the years ended December 31,2042012. For the year ended Decer
31, 2011, retailer, Best Buy Inc. and distributagram Micro, Inc. represented approximately 11% 28% of net revenues respectively.

Property and equipment by geographic location arfeléows (in thousands):

December 31, December 31,
2013 2012
United States $ 10,27:  $ 9,89¢
Americas (excluding U.S.) 2,16( 36
EMEA 914 1,17:
China 11,90¢ 6,76%
APAC (excluding China) 1,94 1,15¢
$ 27,19 $ 19,02¢

Note 13. Fair Value Measurements
The Company determines the fair values of its fam@rinstruments based on a fair value hierarchyiclvrequires an entity to maximize the
of observable inputs and minimize the use of unafadxe inputs when measuring fair value. The cfeesgion of a financial asset or liability withiimé
hierarchy is based upon the lowest level input ihaignificant to the fair value measurement. Tdievalue hierarchy prioritizes the inputs intoee
levels that may be used to measure fair value:
Level 1: Unadjusted quoted prices in active markieds are accessible at the measurement dateefotigdl, unrestricted assets or liabilities;

Level 2: Quoted prices in markets that are nowvactr inputs which are observable, either direotlyndirectly, for substantially the full te
of the asset or liability;

Level 3: Prices or valuation techniques that regjumputs that are both significant to the fair walmeasurement and unobservable
supported by little or no market activity).
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The following tables summarize assets and liabgitheasured at fair value on a recurring basi$ Becember 31, 2013 and 20(i2 thousands

As of December 31, 2013

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 $ 31,29 $ 31,29t $ — —
Available-for-sale securities-Treasuries (1) 104,60: 104,60: — —
Available-for-sale securities-Certificates of Dep@$) 15¢ 15¢ — —
Trading securities - Mutual Funds (1) 38t 38t — —
Foreign currency forward contracts (2) 90¢ = 90¢ —
Total assets measured at fair value $ 137,34 $ 136,44 $ 90t $ —

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

As of December 31, 2013

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) $ (38)) $ — 3 (38)) $ =
Total liabilities measured at fair value $ (38) $ — $ (38]) $ —

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

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 $ — 3 =
Available-for-sale securities-Treasuries (1) 225,06: 225,06 — —
Available-for-sale securities-Certificates of Dep@$) 2,78% 2,78: — —
Foreign currency forward contracts (2) 1,14¢ — 1,14« —
Total assets measured at fair value $ 232,050 § 230,90t  $ 1144 § —

(1) Included in shorterm investments on the Company's consolidatechbalshee
(2) Included in prepaid expenses and other currentasaghe 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 $ — 3 1,619 $ =
Total liabilities measured at fair value $ (1619 $ — 3 (1619 $ —

(3) Included in other accrued liabilities on the Compaiconsolidated balance sh
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The Company's investments in cash equivalents aaithhle-forsale securities are classified within Level 1 af fhir value hierarchy becat
they are valued based on quoted market prices timeamarkets. The Company enters into foreign awayeforward contracts with only thc
counterparties that have lotgrm credit ratings of A+/A2 or higher. The Companfpreign currency forward contracts are clasgifigthin Level 2 o
the fair value hierarchy as they are valued usingrmm models that take into account the contranins as well as currency rates and counterpartiit
rates. The Company verifies the reasonablenedsesétpricing models using observable market dateefated inputs into such models. Additione
the Company includes an adjustment for non-perfageaisk in the recognized measure of fair valudaesfvative instruments. Abecember 31, 20:
and December 31, 2012 , the adjustment for penfiermance risk did not have a material impacttanfair value of the Company's foreign curre
forward contracts. The carrying value of nfamancial assets and liabilities measured at failug in the financial statements on a recurringst
including accounts receivable and accounts payapleroximate fair value due to their short matesiti

QUARTERLY FINANCIAL DATA

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

The following table presents unaudited quartemaficial information for each of the Compasyast eight quarters. This information has |
derived from the Company’unaudited financial statements and has been nectpa the same basis as the audited Consolidateddtal Statemen
appearing elsewhere in this Annual Report on FOBHK 1In the opinion of management, all necessarysdjents, consisting only of normal recur
adjustments, have been included to state fairhgtieterly results.

December 31, September 29, June 30, March 31,
2013 2013 2013 2013
Net revenue $ 356,62( $ 361,89! $ 357,71¢ $ 293,39¢
Gross profit $ 100,78¢ $ 101,65¢ $ 103,43( $ 87,73,
Provision for income taxes $ 11,71: $ 10,36+ $ 7,14 $ 8,54¢
Net income $ 11,43 $ 14,457 $ 13,98 $ 15,34:
Net income per share—basic $ 0.3C $ 037 $ 0.3¢ $ 0.4C
Net income per share—diluted $ 03C $ 037 $ 0.3¢ $ 0.3¢
December 31, September 30, July 1, April 1,
2012 2012 2012 2012
Net revenue $ 310,43¢ $ 315,21( $ 320,65' $ 325,62(
Gross profit $ 91,37¢ $ 97,68¢ $ 94,63¢ $ 99,84¢
Provision for income taxes $ 12,32 $ 9,92( $ 9,93 $ 10,56¢
Net income $ 16,07¢ $ 23,79 % 2152 $ 25,14,
Net income per share—basic $ 04z $ 0.6z $ 057 $ 0.67
Net income per share—diluted $ 041 % 061 $ 0.5¢ $ 0.6t
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Item 9. Changes in and Disagreements With Accountants orcéanting and Financial Disclosure
None.
Item 9A. Controls and Procedures

Managemen's Report on Internal Control Over Financial Repdrig

Our management is responsible for establishingraathtaining adequate internal control over finahoigorting (as defined in Rule 13&(f)
under the Exchange Act). Because of its inherenitdtions, internal control over financial repogimay not prevent or detect misstatements. .
projections of any evaluation of effectiveness utufe periods are subject to the risk that controésy become inadequate because of chanc
conditions, or that the degree of compliance withpolicies or procedures may deteriorate.

Our management, including our Chief Executive Gifiand Chief Financial Officer, conducted an eviaduaof the effectiveness of our inter
control over financial reporting as of December 3013 . In making this assessment, our managemsed the criteria established internal
Control—Integrated Framework (1992)issued by The Committee of Sponsoring Organinatiof the Treadway Commission (COSO). Base
managemeng assessment using those criteria, our managenoactuded that our internal control over financieporting was effective as
December 31, 2013 . The effectiveness of our iafercontrol over financial reporting as of DecemBgr 2013 has been audited
PricewaterhouseCoopers LLP, an independent registeublic accounting firm, as stated in their répahnich is included in this Annual Report
Form 10-K.

Changes in Internal Control Over Financial Reportm

There was no change in our internal control ouearicial reporting that occurred during the fourtlager of fiscal year 201hat has material
affected, or is reasonably likely to materiallyeaff, our internal control over financial reporting.

Evaluation of Disclosure Controls and Procedur

Based on an evaluation under the supervision atid tive participation of our management (including €hief Executive Officer and Ch
Financial Officer), our Chief Executive Officer ahief Financial Officer have concluded that owscttisure controls and procedures as defin
Rules 13a-15(e) and 15d-15(e) under the Exchangevé& effective as of the end of the period coddre this Annual Report on Form X0to ensur
that information required to be disclosed by useports that we file or submit under the Exchangt i& (i) recorded, processed, summarized
reported within the time periods specified in tHeC3s rules and forms and (ii) accumulated and comnati@itto our management, including our C
Executive Officer and Chief Financial Officer, ggpeopriate to allow timely decisions regarding riegd disclosure.

ltem 9B. Other Information
None.
PART Il

Certain information required by Part lll is incorpted herein by reference from our proxy statenmeldted to our 2014 Annual Meeting
Stockholders, which we intend to file no later tHi&2® days after the end of the fiscal year covésethis Form 10-K.

Iltem 10. Directors, Executive Officers and Corporate Govence

The information required by this Item concerning directors, executive officers, standing commite®d procedures by which stockholi
may recommend nominees to our Board of Direct@sincorporated by reference to the sections of Pwaxy Statement under the head
“Information Concerning the Nominees and IncumbBlominees,” “Board and Committee Meetings,” “Audibi@mittee” and Section 16(c
Beneficial Ownership Reporting Compliance,” andhe information contained in the section captiofiexkcutive Officers of the Registraniricludec
under Part | of this Annual Report on Form 10-K.
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We have adopted a Code of Ethics that applies tcChief Executive Officer and senior financial offrs, as required by the SEC. The cul
version of our Code of Ethics can be found on oterhet site at http://www.netgear.com. Additiomdbrmation required by this Iltem regarding

Code of Ethics is incorporated by reference toitii@mation contained in the section captioned ‘{i@wate Governance Policies and Practidgesiut
Proxy Statement.

We intend to satisfy the disclosure requirementenritem 5.05 of Form & regarding an amendment to, or waiver from, a jgion of our Cod

of Ethics by posting such information on our websit http://www.netgear.com within four businesgsdfollowing the date of such amendmer
waiver.

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

Discussion and Analysis,” “Executive CompensatiotfDirector Compensation,” “Fiscal Year 2013 Direct€ompensation,” Compensatic
Committee Interlocks and Insider Participation,ti&Report of the Compensation Committee of the BazrDirectors.”

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

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

The additional information required by this Itemiigorporated by reference to the information ciorgd in the section captione®écurity
Ownership of Certain Beneficial Owners and Manag#iria our Proxy Statement.

Item 13. Certain Relationships and Related Transactions, abitector Independence

The information required by this Item is incorpety reference to the information contained ingbetion 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 taliadees and services is incorporated by refereaadde information contained in the sec
captioned “Ratification of Appointment of Indepenti®egistered Public Accounting Firm” appearingur 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 AccourfEing 55
Consolidated Balance Sheets as of December 31,&2012012 56
Consolidated Statements of Operations for the theees ended December 31, 2013, 2012 and 2011 57
Consolidated Statements of Comprehensive Incoménéothree years ended December 31, 2013, 2012CG&d 58
Consolidated Statements of Stockholders’ Equityttierthree years ended December 31, 2013, 2012Girid 59
Consolidated Statements of Cash Flows for the theees ended December 31, 2013, 2012 and 2011 60
Notes to Consolidated Financial Statements 61
Quarterly Financial Data (unaudited) 105
Management’'s Report on Internal Control Over Fifarigeporting 37

(2) Financial Statement Schedule.

The following financial statement schedule of NETAFE Inc. for the fiscal years ended December 31320012 and 2011 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, 2013 $ 1,25¢ 277 (27¢) 1,25k
Year ended December 31, 2012 1,33¢ (122) 1,25¢
Year ended December 31, 2011 1,481 (12%) 1,33¢
Allowance for sales returns and product warranty:
Year ended December 31, 2013 63,69( 104,81( (102,279 66,22
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¢
Allowance for price protection:
Year ended December 31, 2013 1,78: 8,352 (5,86%2) 4,27:
Year ended December 31, 2012 3,93( 9,92¢ (22,077) 1,78:
Year ended December 31, 2011 3,147 15,68¢ (14,905 3,93(

(3) Exhibits.

The exhibits listed in the accompanying Index tdibits are filed or incorporated by reference as pgthis report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(dhe Securities Exchange Act of 1934, the Resyigthas duly caused this Annual Repo
be signed on its behalf by the undersigned, theoedmly authorized, in the City of San Jose, Stdt€alifornia, on the 25th day of February 2014.

NETGEAR, INC.
By: /s/ PATRICK C.S. LO
Patrick C.S. Lo
Chairman of the Board and Chief Executivédef

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each persbose signature appears below constitutes andirgpPatrick C.S. Lo ai
Christine M. Gorjanc, and each of them, his attgsri@-fact, each with the power of substitution, for hiimany and all capacities, to sign any an
amendments to this Report on FormK.@nd to file the same, with exhibits thereto amideo documents in connection therewith, with theusidies
and Exchange Commission, hereby ratifying and conifig all that each of said attorneysfaet, or his substitute or substitutes, may doaarse to b
done by virtue hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpithe following persons on behalf of
Registrant and in the capacities and on the datbsated:

Signature Title Date
/S/ PATRICK C.S. LO Chairman of the Board and Chief Executive Officer February 25, 2014
Patrick C.S. Lo (Principal Executive Officer)
/SI CHRISTINE M. GORJANC Chief Financial Officer February 25, 2014
Christine M. Gorjanc (Principal Financial and Accounting Officer)
/S JOCELYN CARTER-MILLER Director February 25, 2014

Jocelyn Carter-Miller

IS/ RALPH E. FAISON Director February 25, 2014

Ralph E. Faison

/S A. TIMOTHY GODWIN Director February 25, 2014

A. Timothy Godwin

/S/ JEF GRAHAM Director February 25, 2014
Jef Graham
/S/ LINWOOD A. LACY, JR. Director February 25, 2014

Linwood A. Lacy, Jr.

/SI GREGORY J. ROSSMANN Director February 25, 2014

Gregory J. Rossmann

IS/ BARBARA V. SCHERER Director February 25, 2014

Barbara V. Scherer

/S/ JULIE A. SHIMER Director February 25, 2014
Julie A. Shimer
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Exhibit Number

2.1**

3.3

3.5

4.1
10.1
10.2#
10.3#
10.4#
10.5#
10.8#
10.9#
10.10#
10.12#
10.14*
10.15*

10.24*
10.25*
10.26*
10.33#
10.34

10.35

10.41*

10.44

10.45

10.46#
10.47#
10.49#
10.50#
10.51#
10.52#
10.53#
10.54#
10.55#
10.56#
10.57#
10.58#
10.59#

INDEX TO EXHIBITS

Description

Asset Purchase Agreement, dated as of Sdmel?, 2008, by and among CP Secure Internattéolging Limited, the stockholders thereof and
the registrant(1)

Amended and Restated Certificate of Incorpamadf the registrant(2)

Amended and Restated Bylaws of the regis@ant(

Form of registrant's common stock certificate(

Form of Indemnification Agreement for dirastand officers(2)

2000 Stock Option Plan and forms of agre¢sitdereunder(2)

2003 Stock Plan and forms of agreementstineler, as amended (3)

2003 Employee Stock Purchase Plan, as améaye

Offer Letter, dated December 3, 1999, betvtbe registrant and Patrick C.S. Lo(2)

Offer Letter, dated December 9, 1999, betvike registrant and Mark G. Merrill(2)

Employment Agreement, dated November 4, 208@veen the registrant and Michael F. Falcon(2)
Employment Agreement, dated January 6, ,26i%een the registrant and Charles T. Olson(2)
Employment Agreement, dated November 185 20etween the registrant and Christine M. Goffanc
Distributor Agreement, dated March 1, 199&tween the registrant and Tech Data Product Managt, Inc.(2)

Distributor Agreement, dated March 1, 199&tween the registrant and Ingram Micro Inc.,raerded by Amendment dated October 1, 1996 and
Amendment No. 2 dated July 15, 1998(2)

Warehousing Agreement, dated July 5, 2b@fween the registrant and APL, Logistics Ameritad,(2)

Distribution Operation Agreement, dated iRp7, 2001, between the registrant and DSV Soh#iB.V. (formerly Furness Logistics BV)(2)
Distribution Operation Agreement, dated &aber 1, 2001, between the registrant and Kerrydtiog (Hong Kong) Limited(2)

2006 Long Term Incentive Plan and formagyeements thereunder(6)

Agreement and Plan of Merger, dated aslgf28) 2006, by and among the registrant, SKIM lihgjsl Corporation, SkipJam Corp., Michael Spilo,
Jonathan Daub, Francis Refol, Dennis Aldover anidh#ing Qiu(7)

Asset Purchase Agreement, dated as of JaB8a2013, by and among the registrant, NETGEARIHgs Limited, NETGEAR International
Limited, NETGEAR Canada Limited, NETGEAR AustrakdY, LTD, Sierra Wireless, Inc., Sierra Wireless;.| Sierra Wireless America, Inc.
and Sierra Wireless (Australia) PTY LTD(8)

Agreement and Plan of Merger, dated aslay 2, 2007, by and among the registrant, NAS HadiCorporation, Infrant Technologies, Inc.,
certain Infrant shareholders thereof, and Paul @gthe Holders Representative (9)

Office Lease, dated as of September 25,,280d@nd between the registrant and BRE/Plumeti&; (10)

First Amendment to Office Lease, dated a&pofl 23, 2008, by and between the registrant BRE/Plumeria, LLC (11)
Amended and Restated 2006 Long-Term InceRtian (12)

NETGEAR, Inc. Executive Bonus Plan (12)

Amendment to Employment Agreement, datezeBdder 29, 2008, between the registrant and Midhalealcon (13)
Amendment to Employment Agreement, datezkBéer 31, 2008, between the registrant and Qheigiorjanc (13)
Amendment to Offer Letter, dated Decemi3e2R08, between the registrant and Patrick Lo (13)

Amendment to Offer Letter, dated Decemi8e2R08, between the registrant and Mark Merril)(1

Amendment to Employment Agreement, datezeBder 24, 2008, between the registrant and Chisdn{13)
Amendment to Employment Agreement, datezeBder 30, 2008, between the registrant and Midhaetann (13)
Amendment #2 to Employment Agreement, datgatember 21, 2009, between the registrant anigt®ler Gorjanc (14)
Change of Control and Severance AgreenmagatidMarch 31, 2011 by and between NETGEAR, Ind.Ravid Soares (15)
Change of Control and Severance Agreenmaatidanuary 25, 2012, by and between NETGEAR aimt.Michael Clegg (16)
NETGEAR, Inc. Deferred Compensation Plaf) (1

NETGEAR, Inc. Executive Bonus Plan, as afedrand restated April 1, 2013 (18)
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10.60#

21.1
23.1
24.1
311

31.2

32.1

32.2
101.INS***
101.SCH***
101.CAL***
101.DEF***
101.LAB***
101.PRE***

Employment Agreement, dated July 8, 20&8y&en NETGEAR, Inc. and John McHugh (19)

List of subsidiaries and affiliates

Consent of PricewaterhouseCoopers LLP, Imi#gre Registered Public Accounting Firm

Power of Attorney (included on signature page

Certification of Chief Executive Officer puemnt to Securities Exchange Act Rules 13a-14(&)f14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer punt to Securities Exchange Act Rules 13a-14(&)if14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

Certification of Chief Executive Officer puent to 18 U.S.C. Section 1350, as adopted pursa&ection 906 of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer puient to 18 U.S.C. Section 1350, as adopted pursa@ection 906 of the Sarbanes-Oxley Act of 2002
XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Lkibbase Document

XBRL Taxonomy Extension Definition Lildase Document

XBRL Taxonomy Extension Label Linkbag@ocument

XBRL Taxonomy Extension Presentatiomkbhase Document
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@)
@
@)
4)
®)
(6)
@)
®)
)
(10)
11)
12)
13)
(14)
(15)
(16)
1)
18)

(19)

Indicates management contract or compensatarygr arrangement.
Confidential treatment has been granted as tti@iceportions of this Exhibit.
Registrant hereby agrees to furnish a copyhef dmitted schedules and exhibits to the SecuatielsExchange Commission upon its request.

XBRL (Extensible Business Reporting Language) imfation is furnished and not filed or a part of giseration statement or prospectus
purpose of Section 11 or 12 of the Securities Act383, as amended, is deemed not filed for pupo$esection 18 of the Securities Excha
Act of 1934, as amended, and otherwise is not stibjdiability under these sections.

Incorporated by reference to the exhibit beathe same number filed with the Registrant's €nirReport on Form B-filed on September 2.
2008 with the Securities and Exchange Commission.

Incorporated by reference to an exhibit fileith the Registrant's Registration Statement omF8r1 (Registration Statement 3834419), whict
the Securities and Exchange Commission declaredtafé on July 30, 2003.

Incorporated by reference to Exhibit 10.3 loé tRegistrant's Annual Report on FormK.Gied on February 26, 2013 with the Securitiesl
Exchange Commission.

Incorporated by reference to Exhibit 10.4 loé tRegistrant's Annual Report on FormK.Gied on February 26, 2013 with the Securitiesl
Exchange Commission.

Incorporated by reference to Exhibit 10.32tld Registrant's Current Report on Forrid 8ied on November 22, 2005 with the Securitiesl
Exchange Commission.

Incorporated by reference to the copy includechnRegistrant's Proxy Statement for the 2006 AnMeadting of Stockholders filed on April 2
2006 with the Securities and Exchange Commission.

Incorporated by reference to Exhibit 2.1 of Registrant's Current Report on ForrK 8led on July 27, 2006 with the Securities andcEange
Commission.

Incorporated by reference to Exhibit 10.35thé Registrant's Annual Report on FormKL.Gded on February 26, 2013 with the Securitiesl
Exchange Commission.

Incorporated by reference to Exhibit 2.1 of Registrant's Current Report on For{ 8led on May 3, 2007 with the Securities and Eawcbe
Commission.

Incorporated by reference to Exhibit 10.1tteé Registrant's Current Report on ForrK 8led on September 27, 2007 with the Securitind
Exchange Commission.

Incorporated by reference to Exhibit 10.1hef Registrant's Quarterly Report on FormQ@ited on May 9, 2008 with the Securities and Eaude
Commission.

Incorporated by reference to the copy includechim Registrant's Proxy Statement for the 2008 AnMesting of Stockholders filed on April 2
2008 with the Securities and Exchange Commission.

Incorporated by reference to the copy inctudethe Registrant's Annual Report on Form 10{€dfion March4, 2009 with the Securities a
Exchange Commission.

Incorporated by reference to Exhibit 10.1tteé Registrant's Current Report on ForrK 8led on September 21, 2009 with the Securitind
Exchange Commission.

Incorporated by reference to Exhibit 10.1hed Registrant's Current Report on Forr 8ifed on April 4, 2011 with the Securities and dirange
Commission.

Incorporated by Reference to Exhibit 10.11thed Registrant's Quarterly Report on FormQG@Hed on May 7, 2013 with the Securities ¢
Exchange Commission.

Incorporated by reference to Exhibit 10.1hef Registrant's Current Report on Form 8-K filedAgril 5, 2013 with the Securities and Exchange
Commission.

Incorporated by reference to Appendix A of the Regnt's Definitive Proxy Statement filed on Apk, 2013 with the Securities and Excha
Commission.

Incorporated by reference to Exhibit 10.1h&f Registrant's Current Report on Form 8-K filedJaly 11, 2013 with the Securities and Exchange
Commission.
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Subsidiaries and Affiliates of the Registrant

NETGEAR, INC.

INFRANT TECHNOLOGIES LLC

NETGEAR INTERNATIONAL, INC.
NETGEAR AUSTRIA GMBH

NETGEAR Belgium BVBA

NETGEAR DEUTSCHLAND GMBH
NETGEAR DO BRASIL PRODUTOS ELECTRONICS LTDA
NETGEAR FRANCE SAS

NETGEAR HOLDINGS LTD (IRELAND)
NETGEAR INTERNATIONAL LTD

NETGEAR ASIA PTE. LIMITED (SINGAPORE BRANCH)
NETGEAR CZECH REPUBLIC SRO
NETGEAR HONG KONG LIMITED
NETGEAR NEW ZEALAND

NETGEAR POLAND SP ZOO

NETGEAR SWITZERLAND GMBH

NETGEAR U.K. LTD

Netgear (Beijing) Network Technology Co., Ltd
Netgear Australia Pty Ltd.

NTGR CYPRUS LTD

NETGEAR ltaly Srl

NETGEAR JAPAN GK

NETGEAR NETHERLANDS B.V.

NETGEAR TAIWAN CO LTD

NETGEAR TECHNOLOGIES PRIVATE LIMITED (INDIA)
Netgear Denmark ApS

NETGEAR MEXICO S. DE R.L.

Netgear Asia Holding Ltd

SKIPJAM CORP

Avaak, Inc,

Netgear Research India Pvt. Ltd.

Netgear Canada Ltd.

NETGEAR RUSSIA LLC

Exhibit 21.1



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referéndfie Registration Statements on Form S-8 (N88-B7718, 333-136892, 333-136895, 333-
151638, 333-160869, 333-168349 and 333-181892) BFGEAR, Inc. of our report dated February 25, 20&kating to the financial statemet
financial statement schedule and the effectivenésgernal control over financial reporting, whiappears in this Form 10-K.

/sl PricewaterhouseCoopers LLP
San Jose, California
February 25, 2014



EXHIBIT 31.1

CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Patrick C.S. Lo, certify that:

1.

2.

I have reviewed this annual report on Form 16fRIETGEAR, Inc. (the “Registrany’

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtéde a material fact necessary to n
the statements made, in light of the circumstameceer which such statements were made, not misigawiith respect to the period cove
by this report;

Based on my knowledge, the financial statements,atner financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, thopls presented in this report;

The Registrant's other certifying officer(s) araré responsible for establishing and maintainirsgldsure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatainal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15d-15(f)) for the Registrant and have:

a.

Designed such disclosure controls and proceduregused such disclosure controls and proceduries ttesigned under our supervis
to ensure that material information relating to Registrant, including its consolidated subsidgrie made known to us by others wi
those entities, particularly during the period inigh this report is being prepared;

Designed such internal control over financial reéipgr, or caused such internal control over finahmgorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@iedeaccounting principles;

Evaluated the effectiveness of the Registrant'slassire controls and procedures and presentedsrreport our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation; and

Disclosed in this report any change in the Regi$ganternal control over financial reporting tlwtcurred during the Registrant's n
recent fiscal quarter (the Registrant's fourthdisguarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the Registrant's imat control over financial reporting; and

The Registrant's other certifying officer(s) artthlve disclosed, based on our most recent evaluatiimiernal control over financial reportit
to the Registrant's auditors and the audit commitfethe Registrant's board of directors (or pesgmrforming the equivalent functions):

a.

b.

All significant deficiencies and material weaknesge the design or operation of internal controko¥inancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refgaincial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significd@tin the Registrant's inter
control over financial reporting.

Date: February 25, 2014

/s 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.

2.

I have reviewed this annual report on Form 16fRIETGEAR, Inc. (the “Registrany’

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtéde a material fact necessary to n
the statements made, in light of the circumstameceer which such statements were made, not misigawiith respect to the period cove
by this report;

Based on my knowledge, the financial statements,atner financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, thopls presented in this report;

The Registrant's other certifying officer(s) araré responsible for establishing and maintainirsgldsure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatainal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15d-15(f)) for the Registrant and have:

a.

Designed such disclosure controls and proceduregused such disclosure controls and proceduries ttesigned under our supervis
to ensure that material information relating to Registrant, including its consolidated subsidgrie made known to us by others wi
those entities, particularly during the period inigh this report is being prepared;

Designed such internal control over financial reéipgr, or caused such internal control over finahmgorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@iedeaccounting principles;

Evaluated the effectiveness of the Registrant'slassire controls and procedures and presentedsrreport our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation; and

Disclosed in this report any change in the Regi$ganternal control over financial reporting tlwtcurred during the Registrant's n
recent fiscal quarter (the Registrant's fourthdisguarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the Registrant's imat control over financial reporting; and

5. The Registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuaf internal control over financial reportii
to the Registrant's auditors and the audit commitfethe Registrant's board of directors (or pesgmrforming the equivalent functions):

a.

All significant deficiencies and material weaknesge the design or operation of internal controko¥inancial reporting which a
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refgaincial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significd@tin the Registrant's inter
control over financial reporting.

Date: February 25, 2014

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®etcember 31, 2013as filed witt
the Securities and Exchange Commission on thelrdatof (the “Report”)|, Patrick C.S. Lo, Chairman and Chief Executivédicef of the Compan
certify, pursuant to 18 U.S.C. Section 1350, apstbpursuant to Section 906 of the Sarbanes-Oxtewpf 2002 (“Section 906”), that:

(1) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; ¢

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
Company.

Date: February 25, 2014

By: /s PATRICK C.S. LO
Patrick C.S. Lo
Chairman and
Chief Executive Officer

This certification accompanies the Form KQo which it relates, is not deemed filed with Securities and Exchange Commission and is r
be incorporated by reference into any filing of thempany under the Securities Act of 1933, as aeterat the Securities Exchange Act of 193
amended (whether made before or after the datei®fForm 10-K), irrespective of any general incargtion 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 endixtember 31, 2013as filed with th
Securities and Exchange Commission on the dateohéitee “Report”),l, Christine M. Gorjanc, Chief Financial Officer tie Company, certif
pursuant to 18 U.S.C. Section 1350, as adoptedipotso Section 906 of the Sarbanes-Oxley Act @20Section 906”), that:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange Act384, as amended; and

(2) The information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the Conypa
Date: February 25, 2014
By: /s/ CHRISTINE M. GORJANC

Christine M. Gorjanc

Chief Financial Officer
NETGEAR, Inc.

This certification accompanies the Form KQo which it relates, is not deemed filed with Securities and Exchange Commission and is not
incorporated by reference into any filing of then@many under the Securities Act of 1933, as ameratethe Securities Exchange Act of 1934
amended (whether made before or after the datei®fForm 10-K), irrespective of any general incamgtion language contained in such filing.



