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Item 8.01 Other Events
In connection with its filing on or about the date hereof of a Registration Statement on Form S-3 (the “Registration Statement”), Plantronics, Inc.
(the “Company”) is filing this report to present certain historical financial and pro forma information of Polycom, Inc., which was acquired by the
Company on July 2, 2018. Accordingly, the Unaudited Condensed Consolidated Financial Statements of Polycom, Inc. as of June 30, 2018 and for
the six months ended June 30, 2018 and 2017are attached hereto as Exhibit 99.1 and will be incorporated by reference into the Registration
Statement. In addition, the Unaudited Pro Forma Condensed Combined Statement of Operations of Plantronics, Inc. for the year ended March 31,
2019 is attached as Exhibit 99.2 and will be incorporated by reference into the Registration Statement.
Item 9.01 Financial Statements and Exhibits
(d) Exhibits
Exhibit Number
99.1
99.2
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Unaudited Condensed Consolidated Financial Statements of Polycom, Inc. as of June 30, 2018 and for
the six months ended June 30, 2018 and 2017
Unaudited Pro Forma Condensed Combined Statement of Operations of Plantronics, Inc. for the year
ended March 31, 2019
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Polycom, Inc.
Condensed Consolidated Financial Statements (Unaudited)
As of June 30, 2018, and for the six months ended June 30, 2018 and
2017
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POLYCOM, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(in thousands, except share and per share data)

June 30,
2018
ASSETS
Current assets
Cash and cash equivalents
Trade receivables, net
Inventories
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Goodwill
Purchased intangibles, net
Deferred taxes
Other assets
Total assets
LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities
Accounts payable
Accrued payroll and related liabilities
Income taxes payable
Deferred revenue
Current portion of long-term debt
Other accrued liabilities
Total current liabilities
Long-term deferred revenue
Income taxes payable
Long-term debt
Other non-current liabilities
Total liabilities
Commitments and contingencies (Note 11)
Stockholders' deficit
Common stock, $0.001 par value; authorized: 101,000 shares; issued and outstanding:
100,100 shares at June 30, 2018 and December 31, 2017
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive income (loss)
Total stockholders' deficit
Total liabilities and stockholders' deficit

December 31,
2017

$

80,139
122,101
82,556
30,789

$

86,005
134,622
71,293
29,683

$

315,585
54,993
478,652
8,486
60,109
17,026

$

321,603
61,705
502,809
918
64,878
18,481

$

934,851

$

970,394

$

79,640
38,213
2,998
178,145
65,749
107,754

$

68,042
54,478
4,929
172,538
11,736
69,073

$

472,499
82,272
9,064
657,661
16,263

$

380,796
82,800
9,072
694,854
75,438

$

1,237,759

$

1,242,960

$

—
138,394
(438,587)
(2,715)

$

—
138,394
(409,089)
(1,871)

$

(302,908)

$

(272,566)

$

934,851

$

970,394

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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POLYCOM, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(in thousands)

Six Months Ended June 30,
2018
2017
Revenues
Product revenues
Service revenues

$

Total revenues

390,593
159,745

$

389,403
160,011

550,338

549,414

178,034
57,135

180,726
58,114

Total cost of revenues

235,169

238,840

Gross profit

315,169

310,574

134,889
73,107
33,851
28,216
42,636
567
1,693
11,505

133,145
67,539
34,340
28,010
363
4,006
5,211
2,816

326,464

275,430

(11,295)

35,144

(43,084)
12,690

(39,555)
(33,802)

(30,394)

(73,357)

(41,689)
(12,192)

(38,213)
5,149

Cost of revenues
Cost of product revenues
Cost of service revenues

Operating expenses
Sales and marketing
Research and development
General and administrative
Amortization of goodwill
(Gain) loss, net from litigation and other settlements
Amortization of purchased intangibles
Restructuring costs
Transaction-related costs
Total operating expenses
Operating income (loss)
Interest and other income (expense), net
Interest expense
Other income (expense), net
Interest and other income (expense), net
Loss before provision for income taxes
Provision for income taxes
$

Net loss

(29,497)

$

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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(43,362)

POLYCOM, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(Unaudited)
(in thousands)
Six Months Ended June 30,
2018
2017
Net loss
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments
Gains/losses on hedging securities:
Net losses reclassified into earnings for revenue hedges
Net losses reclassified into earnings for expense hedges

$

(29,497)

$

(844)

Net gains (losses) on hedging securities
Other comprehensive income

1,550

—
—

151
288

—

439

(844)
$

Comprehensive loss

(30,341)

1,989
$

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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(43,362)

(41,373)

POLYCOM, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Six Months Ended June 30,
2018
2017
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization
Amortization of goodwill
Amortization of purchased intangibles
Amortization of capitalized software development costs for products to be sold
Amortization of debt issuance costs
Write-down of excess and obsolete inventories
(Gain) Loss on disposal of property and equipment
Unrealized loss on mark-to-market of derivative
Realized loss on cash flow hedges
Changes in assets and liabilities, net of effects of acquisitions:
Trade receivables
Inventories
Deferred taxes
Prepaid expenses and other assets
Accounts payable
Taxes payable

$

Other accrued liabilities and deferred revenue
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment
Capitalized software development costs for products to be sold
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from debt, net of debt issuance costs
Payments on debt
Issuance costs related to loans
Premium on call option
Repayment of cross currencies swap
Proceeds from prepaid acquisition consideration
Payment of the accrued consideration to dissenting shareholders
Net cash used in financing activities

(29,497)

$

16,512
28,216
567
1,921
6,700
5,936
409
9,924
5,865

19,649
28,010
4,006
2,273
6,478
6,919
1,062
—
36,860

12,612
(15,050)
2,551
(584)
9,905
(2,517)
(30,899)

(930)
(1,920)
(13,255)
(625)
(19,693)
10,955
(6,945)

22,571

29,482

(8,338)
(1,708)

(8,920)
(1,606)

(10,046)

(10,526)

44,200
(34,432)
—
(5,865)
(44,114)
33,550
(11,791)

—
—
(7,847)
—
—
—
(60,375)

(18,452)

(68,222)

61

Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents

(362)

(5,866)
86,005

Cash and cash equivalents, beginning of period

(43,362)

(49,628)
100,075

Cash and cash equivalents, end of period

$

80,139

$

50,447

Supplemental Disclosures of Cash Flow Information:
Cash paid for interest
Cash paid for income taxes

$
$

30,854
3,561

$
$

35,266
2,833

The accompanying notes are an integral part of these Condensed Consolidated Financial Statements.
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POLYCOM, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Basis of Presentation
Principles of Accounting and Consolidation
The accompanying unaudited financial statements, consisting of the Condensed Consolidated Balance Sheet as of June 30, 2018 and the
Condensed Consolidated Statements of Operations, the Condensed Consolidated Statements of Comprehensive Loss, and the Condensed
Consolidated Statements of Cash Flows for the six months ended June 30, 2018 and 2017, have been prepared in accordance with U.S. Generally
Accepted Accounting Principles "GAAP" and Polycom's significant accounting policies (refer to footnote 2 below) prior to the acquisition on July
2, 2018, and further adjusted in accordance with U.S. GAAP for certain subsequent events occurring after the balance sheet date of June 30, 2018.
In addition, the Condensed Consolidated Balance Sheet at December 31, 2017 has been derived from the audited consolidated financial statements
as of that date. Accordingly, these Condensed Consolidated Financial Statements do not include all of the information and Notes typically found in
the audited consolidated financial statements and notes thereto.
The accompanying interim condensed consolidated financial statements have not been reviewed by an independent accountant, as would be
required before such financial statements could be included in a quarterly report on Form 10-Q.
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reported period. Actual results could differ from those estimates and operating results for the six
months ended June 30, 2018 and are not necessarily indicative of the results that may be expected for the year ending December 31, 2018.
The Condensed Consolidated Financial Statements include the accounts of Polycom, Inc. (“Polycom” or “the Company”) and its wholly-owned
subsidiaries. All intercompany balances and transactions have been eliminated.
Acquisition by Plantronics, Inc.
On July 2, 2018, Plantronics, Inc. ("Plantronics") completed its acquisition of all the Company's issued and outstanding shares of capital stock of
Polycom for approximately $2.2 billion in stock and cash. The Acquisition was consummated in accordance with the terms and conditions of the
Stock Purchase Agreement (the “Purchase Agreement”), dated March 28, 2018, among Plantronics, Triangle Private Holdings II, LLC (“Triangle”),
and the Company.

2. Summary of Significant Accounting Policies
There have been no material changes in the Company’s significant accounting policies for the six months ended June 30, 2018, as compared to
those disclosed in the Company’s annual financial statements for the year ended December 31, 2017.
Recent Accounting Pronouncements
In June 2016, the FASB issued guidance regarding the measurement of credit losses on financial instruments, which changes the impairment model
for most financial assets. The new model uses a forward-looking expected loss method, which will generally result in earlier recognition of
allowances for losses. The guidance is effective for the Company's fiscal year ending March 31, 2021 with early adoption permitted beginning in the
first quarter of Fiscal Year 2020. The Company is currently evaluating the impact the adoption of this standard will have on its consolidated
financial statements and related disclosures.
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In February 2018, the Financial Accounting Standards Board (“FASB”) issued an accounting standard update that allows a reclassification from
accumulated other comprehensive income to retained earnings for stranded tax effects resulting from the Tax Cuts and Jobs Act, thereby improving
the usefulness of information reported to financial statement users. The update also requires certain disclosures about stranded tax effects. The
standard is effective for all entities for fiscal years beginning after December 15, 2018, and interim periods within those fiscal years. Early adoption
is permitted. The amendments in this update should be applied either in the period of adoption or retrospectively to each period (or periods) in
which the effect of the change in the U.S. federal corporate income tax rate in the Tax Cuts and Jobs Act is recognized. The Company has estimated
and recorded the effect of the Tax Cuts and Jobs Act on its financial statements at December 31, 2017 and June 30, 2018 and its position is subject
to remeasurement before December 31, 2018. The Company is evaluating the impact of the reclass from AOCI on its consolidated financial
statements and disclosures.
In January 2017, the FASB issued an accounting standard update that clarifies the definition of a business to help companies evaluate whether
acquisition or disposal transactions should be accounted for as asset groups or as businesses. The standard will be effective for the Company
starting on January 1, 2019. The Company does not expect the adoption of this standard to have a material impact on its consolidated financial
statements and disclosures.
In October 2016, the FASB issued an accounting standard update which improves the accounting for the income tax consequences of intra-entity
transfers of assets other than inventory. The standard will be effective for the Company starting on January 1, 2019. Early adoption is permitted.
The Company is evaluating the impact of adopting this standard on its consolidated financial statements and disclosures.
In August 2016, the FASB issued an accounting standard update which amends the current guidance for the classification of certain receipts and
cash payments on the statement of cash flows. The standard will be effective for the Company starting on January 1, 2019. Early adoption is
permitted. The Company is evaluating the impact of adopting this standard on its consolidated financial statements and disclosures.
In February 2016, the FASB issued an accounting standard update which requires a lessee to generally recognize a right-of-use asset and a lease
liability on the balance sheet. The standard will be effective January 1, 2020, Early adoption is permitted. The standard will be applied using a
modified retrospective approach. The Company is evaluating the impact of adopting this standard on its consolidated financial statements and
disclosures.
In May 2014, the FASB issued ASU No. 2014-09, "Revenue from Contracts with Customers (Topic 606)" ("ASU 2014-09") which supersedes the
revenue recognition requirements under Accounting Standard Codification ("ASC") 605, Revenue Recognition. ASU 2014-09 outlines a new, single
comprehensive model for entities to use in accounting for revenue arising from contracts with customers and supersedes most current revenue
recognition guidance, including industry-specific guidance. Under the new model, recognition of revenue occurs when a customer obtains control
of promised goods or services in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The new standard requires reporting companies to disclose the nature, amount, timing, and uncertainty of revenue and cash flows arising
from contracts with customers. The new standard will become effective for the Company on January 1, 2019. The Company will adopt Topic 606
utilizing the modified retrospective transition method, which recognizes the cumulative effect of initially applying Topic 606 as an adjustment to
retained earnings at the adoption date.
The Company is in the process of establishing new accounting policies, implementing systems, processes, and internal controls necessary to
support the requirements of the standard. The Company has completed its preliminary assessment of the financial statement impact of the new
standard, and will continue to update that assessment during the implementation phase as information becomes available. The Company expects
that the standard will not have a material impact on total revenues in the year of adoption as it will primarily impact revenue recognition for its
software arrangements.
The standard will require incremental contract acquisition costs, such as sales commissions for customer contracts to be capitalized, and amortized
if certain criteria are met. The Company’s current policy is to expense these costs as incurred. The Company is in the process of evaluating the
potential effects on capitalization of these costs.
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3. Acquisition of Obihai
On January 29, 2018, the Company acquired all the issued and outstanding capital stock of Obihai Technology, Inc. (“Obihai”), a San Jose-based
development company of software and hardware for VOIP audio solutions for approximately $15.1 million.
The Company expects that the Obihai software and development team will enable more rapid product customization and broader appeal to service
provider customers, enabling increased revenue growth of the Company’s voice telephony business.
The Company is required to allocate the purchase price to tangible and identifiable intangible assets acquired and liabilities assumed based on their
fair values. The fair value assigned to the purchased intangibles acquired is determined using the income approach, which discounts expected
future cash flows to present value using estimates and assumptions determined by management. As the consideration transferred exceeds the fair
value of the net assets acquired, the Company has recorded goodwill on the acquisition, which will be amortized over 10 years in accordance with
the simplified goodwill accounting alternative made available by the FASB for private companies, and adopted by the Company effective January 1,
2017. Goodwill is primarily attributable to the planned growth in new markets and synergies expected to be achieved from the combined operations
of the Company and Obihai. As of June 30, 2018, finalization of the total consideration is pending the approval of adjustments to the Obihai net
working capital on close of the transaction. Consequently, the Company has not finalized the fair values of assets acquired and liabilities assumed,
and the fair value estimates set forth below are subject to adjustment during the measurement period. Additional information that existed as of the
acquisition date may become known to the Company during the remainder of the measurement period. This period is not to exceed 12 months from
the acquisition date.
A summary of the preliminary purchase price and allocation of the purchase price (in thousands) as of January 29, 2018 is as follows:
June 30, 2018

Consideration:
Total Consideration
Fair value of assets acquired and liabilities assumed:
Cash
Other current and non-current assets
Goodwill
Purchased intangibles (a)
Accounts payable
Short-term taxes payable
Other current and non-current liabilities

$

15,105

$

3,814
2,475
4,111
8,134
(552)
(589)
(144)
(2,144)

$

15,105

Long-term deferred tax liability
Total fair value of assets acquired and liabilities assumed

(a) Purchased intangible assets consist of developed technology ($7.2 million), trade name ($0.5 million) and customer and partner relationships ($0.5 million) and are
expected to be amortized over their estimated useful lives of 5 to 10 years. See Note 5 - Goodwill, Purchased Intangibles, and Software Development Costs for further
details.

In addition, contingent compensation in the amount of $7.0 million will be paid upon the completion of certain milestones so long as these are
completed on or before November 12, 2018.
4. Accounts Receivable Financing
The Company has a financing agreement with an unrelated third-party financing company (the “Financing Agreement”) whereby the Company
offers distributors and resellers direct or indirect financing on their purchases of the Company’s products and services. In return, the Company
agrees to pay the financing company a fee based on a pre-defined percentage of the transaction amount financed. In certain instances, these
financing arrangements result in a transfer of our receivables, without recourse, to the financing company. If the transaction meets the applicable
criteria under Accounting Standards Codification (“ASC”) 860 and is accounted for as a sale of financial assets, the related accounts receivable is
excluded from the balance sheet upon the third-party financing company’s payment remittance to the Company. In certain legal jurisdictions, the
arrangements that involve maintenance services or products bundled with maintenance at one price do not qualify as a sale of financial assets in
accordance with the authoritative guidance. Accordingly, accounts receivable related to these arrangements are accounted for as a secured
borrowing in accordance with ASC 860, and the Company records a liability for any cash received, while maintaining the associated accounts
receivable balance until the distributor or reseller remits payment to the third-party financing company.
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In the six months ended June 30, 2018 and 2017, total transactions entered pursuant to the terms of the Financing Agreement were approximately
$105.9 million and $95.9 million, respectively, of which $57.1 million and $63.5 million, respectively, were related to the transfer of the financial assets
arrangement. The financing of these receivables accelerated the collection of the Company’s cash and reduced its credit exposure. Included in
“Trade receivables, net” in the Company’s Condensed Consolidated Balance Sheets as of June 30, 2018 and December 31, 2017 was approximately
$31.6 million and $35.6 million, respectively due from the financing company, of which $19.3 million and $21.7 million, respectively, was related to the
accounts receivable transferred. Fees incurred pursuant to the Financing Agreement were approximately $1.0 million for each of the six months
ended June 30, 2018 and 2017. Those fees were recorded as a reduction to “Revenues” in the Company’s Condensed Consolidated Statements of
Operations.

5. Goodwill, Purchased Intangibles, and Software Development Costs
The following table summarizes the changes in carrying amount of goodwill for the period presented (in thousands):
Balance at December 31, 2017
Additions
Goodwill amortization

$

502,809
4,175
(28,216)
(116)

$

478,652

Foreign currency translation
Balance at June 30, 2018

The following table sets forth details of the Company’s total purchased intangible assets and capitalized software development costs for products
to be sold as of the following periods (in thousands):
June 30, 2018
Accumulated
Amortization
& Impairment

Gross
Value
Developed technology
Trade name

$

Customer and partner relationships

7,230
502
79,928

Finite-lived intangible assets

87,660

(507)
(36)
(79,549)

$

6,723
466
379

$

7,568

—

Accumulated
Amortization
& Impairment

Gross
Value

Net Value

(80,092)

918

Indefinite-lived trade name
Total acquired intangible assets
Capitalized software development costs for
products to be sold

$

December 31, 2017

918

—

$

—

Net Value
$

—

79,525

(79,525)

—

79,525

(79,525)

—

918

—

918

$

88,578

$

(80,092)

$

8,486

$

80,443

$

(79,525)

$

918

$

20,557

$

(15,769)

$

4,788

$

18,849

$

(13,849)

$

5,000

Purchased intangibles include a purchased trade name intangible of $0.9 million with an indefinite life as the Company expects to generate cash
flows related to this asset indefinitely.
The Company recorded amortization expense of $0.6 million and $4.0 million in operating expenses in the six months ended June 30, 2018 and 2017,
respectively.
6. Balance Sheet Details
Trade receivables, net, consist of the following (in thousands):
June 30,
2018
Gross trade receivables
Returns and other reserves
Allowance for doubtful accounts
Total
10

December 31,
2017

$

178,029
(52,618)
(3,310)

$

196,332
(59,818)
(1,892)

$

122,101

$

134,622

Inventories consist of the following (in thousands):
June 30,
2018
Raw materials
Work in process
Finished goods
Total

December 31,
2017

$

820
15
81,721

$

1,421
7
69,865

$

82,556

$

71,293

Prepaid expenses and other current assets consist of the following (in thousands):
June 30,
2018
Non-trade receivables
Prepaid expenses
Other current assets
Total

December 31,
2017

$

5,290
22,698
2,801

$

6,586
20,835
2,262

$

30,789

$

29,683

Property and equipment net, consist of the following (in thousands):
June 30,
2018

Estimated useful Life
Computer equipment and software
Equipment, furniture and fixtures
Tooling equipment
Leasehold improvements

3 to 5 years
1 to 7 years
3 years
3 to 13 years

$

Total gross property and equipment
Less: Accumulated depreciation and amortization
Total

263,995
102,789
14,737
50,709

December 31,
2017
$

432,230
(377,237)
$

54,993

270,337
105,818
13,124
52,911
442,190
(380,485)

$

61,705

Deferred revenue consists of the following (in thousands):
June 30,
2018

December 31,
2017

Short-term:
Service
License

$

168,299
9,846

$

163,036
9,502

Total

$

178,145

$

172,538

Long-term:
Service
License
Total

74,570
7,702
$

82,272

75,645
7,155
$

82,800

Other current accrued liabilities consist of the following (in thousands):
June 30,
2018
Accrued expenses
Accrued co-op expenses
Restructuring reserves
Warranty obligations
Proceeds from prepaid acquisition consideration
Litigation and other settlements
Other accrued liabilities
Total

$

$

December 31,
2017

13,728
1,638
3,174
9,119
33,550
42,636
3,909

$

107,754

$

27,848
1,798
6,409
8,808

24,210
69,073
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Changes in the warranty obligations during the six months ended June 30, 2018 and 2017 are as follows (in thousands):
Six Ended June 30,
2018

2017

Balance at beginning of period
Accruals for warranties issued during the period
Charges against warranty reserve during the period

$

8,808
6,429
(6,118)

$

8,183
5,879
(5,919)

Balance at end of period

$

9,119

$

8,143

7. Restructuring Costs
In the six months ended June 30, 2018 and 2017, the Company recorded $1.4 million and $4.8 million, respectively, related to various restructuring
actions that included contract termination costs associated with the consolidation and elimination of certain facilities and employee-related
severance charges associated with the elimination or relocation of various positions. These actions are generally intended to streamline and focus
the Company’s efforts and more properly align the Company’s cost structure with its projected future revenue streams.
The following table summarizes the activity of the Company’s restructuring reserves (in thousands):
Severance/Other
Balance at December 31, 2017
Additions to the reserve, net
Interest accretion
Non-cash adjustments
Cash payments

$

Balance at June 30, 2018

$

1,048
2,238
—
—
(2,365)
921

Facilities

Other

Total

$

12,448
(819)
274
(389)
(2,940)

$

—
—
—
—
—

$

13,496
1,419
274
(389)
(5,305)

$

8,574

$

—

$

9,495

The reserves are recorded in “Other accrued liabilities” for the short-term portion and in “Other non-current liabilities” for the long-term portion in
the Condensed Consolidated Balance Sheets.
As of June 30, 2018, the restructuring reserve was primarily comprised of facilities-related liabilities which will continue to incur charges over the life
of the leases ranging from 2018 to 2023. At the time the reserve is initially set up, the Company calculates the fair value of its facilities-related
liabilities based on the discounted future lease payments less sublease assumptions. To the extent that actual sublease income, the timing of
subleasing the facility, or the associated cost of, or the recorded liability related to subleasing or terminating the Company’s lease obligations for
these facilities is different than initial estimates, the Company adjusts its restructuring reserves in the period during which such information
becomes known.
8. Debt
In September 2016, simultaneously with the Merger, the Parent entered into a new credit agreement (the “2016 Credit Agreement”) that provides for
term loans in an aggregate principal amount of $925 million (the ‘2016 Term Loans”) consisting of a $750 million first lien term loan (“1st Lien Term
Loan”) maturing on September 27, 2023 (“1st Lien Maturity Date”) and a $175 million second lien term loan (“2nd Lien Term Loan”) maturing on
September 27, 2024 (“2nd Lien Maturity Date”) and a revolving credit facility of $50 million (the “Revolver") which terminates on September 27, 2021
(“Revolver Termination Date”). Immediately following the Merger, the Parent assigned all of its rights and obligations as the initial borrower to the
Company. The 1st Lien Term Loan and the Revolver bore interest at the Company’s option, at either a base rate plus a spread of 5.00% to 5.50% or a
LIBOR rate plus a spread of 6.00% to 6.50%, based on the 1st Lien Term Loan leverage ratio at the end of the previous period. The 1st Lien Term
Loan is payable in quarterly installments of principal equal to approximately $4.7 million for the first eight quarters which began on the last business
day of the quarter ended December 31, 2016, and increasing thereafter with the remaining outstanding principal amount being due and payable on
the 1st Lien Maturity Date. The Company could prepay the 1st Lien Term Loan, in whole or in part, at any time without premium or penalty. Amounts
repaid or prepaid could not be borrowed again.
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On January 31, 2017, the 1st Lien Term Loan was amended to replace the existing debt of $710.3 million at the borrowing rate stated above with a
replacement debt at a lower borrowing rate. The new interest rate, at the Company’s option, is either a base rate plus a spread of 3.75% to 4.25% or
a LIBOR rate plus a spread of 4.75% to 5.25%, based on the 1st Lien Term Loan leverage ratio at the end of the previous period. All other terms and
conditions of the 1st Lien Term Loan agreement remained the same as prior to the amendment. The Company paid a 1% re-finance premium and $0.7
million in other fees and expenses. The debt amendment was treated as modification of the existing debt and the re-finance premium and other fees
and expenses were added to the pool of debt issuance costs being amortized over the term of the 1st Lien Term Loan.
The 2nd Lien Term Loan bears interest at the Company’s option, at a base rate plus a spread of 9.0% or a LIBOR rate plus a spread of 10.0%. The
outstanding principal amount on the 2nd Lien Term Loan is due and payable on the 2nd Lien Maturity Date with no option to prepay. The 2016 Term
Loans are secured by substantially all the assets of the Company and certain domestic subsidiaries of the Company that are guarantors under the
2016 Credit Agreement, subject to certain exceptions and limitations. As of June 30, 2018, the Company has collateralized secured letters of credit of
$0.8 million using the Revolver. The Company also drew down $44.2 million against the revolver facility on June 8, 2018 which remained
outstanding as of June 30, 2018.
The 2016 Credit Agreement contains customary affirmative and negative covenants, and financial covenants consisting of a Total Leverage ratio.
The Company was in compliance with these covenants as of March 31, 2018 and through the date of the issuance of these Condensed
Consolidated Financial Statements. The 2016 Credit Agreement also includes customary events of default, the occurrence of which could result in
the acceleration of the obligations under the 2016 Credit Agreement. Under certain circumstances, a default interest rate will apply on all obligations
during the existence of an event of default under the 2016 Credit Agreement at a per annum rate equal to 2.0% above the applicable interest rate for
any overdue principal and 2.0% above the rate applicable for base rate loans for any other overdue amounts.
At June 30, 2018, the interest rates on the 2016 Term Loans were 7.34% and 12.09% for the 1st Lien Term Loan and the 2nd Lien Term Loan,
respectively and the accrued interest on the 2016 Term Loans was $1.5 million.

Current Portion of Long-Term Debt (in thousands):
June 30,
2018
Current portion of long-term debt
Less: Unamortized issuance costs associated with current portion of long-term debt
Total current portion of long-term debt

December 31,
2017

$

77,013
(11,420)

$

23,438
(11,702)

$

65,593

$

11,736

Long -Term Debt (in thousands):
June 30,
2018

Maturities
1st Lien Term Loan of $750 million
2nd Lien Term Loan of $175 million
Computer equipment leases

2023
2024
2021

Total gross long-term debt

December 31,
2017
600,388
175,000
311

$

775,699

590,563
175,000
$

765,563

Less Unamortized discount and issuance costs attributable to long-term debt

(52,445)

(58,973)

Less Current portion of long-term debt, net

(65,593)

(11,736)

$

Total long-term debt

657,661

$

694,854

The following table summarizes interest expense recognized related to the 2016 Term Loans for the periods presented (in thousands):

Six months ending June 30,
2018
2017
Contractual interest expense
Amortization of debt issuance costs
Total
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$

36,384
6,700

$

33,077
6,478

$

43,084

$

39,555

As of June 30, 2018, future principal payments for long-term debt, including the current portion, are summarized as follows (in thousands):
Year Ending December 31,

Amount

2018
2019
2020
2021
2022
Thereafter

$

14,063
37,500
42,188
100,450
56,250
524,937

Total

$

775,388

9. Fair Value Measurements
In February 2017, the Company entered into long-term cross-current swap contracts which are measured at fair value based on quoted market
prices, and where these are not available, on prices from external pricing services, solicited broker/dealer prices, or prices derived from alternative
pricing models, utilizing discounted cash flows. Pricing models generally use inputs from market sources such as interest rate yield curves,
currency exchange rates and option volatilities. These inputs have a significant effect on the reported fair values of assets and liabilities and related
income and expenses.
During the quarter ended June 30, 2018, the Company settled and terminated its cross-currency swap contracts. At December 31, 2017, the
estimated fair value of the cross-currency swap transactions totaled $55.9 million, respectively and were classified within Level 2 instruments. See
Note 12 - Foreign Currency Derivatives for further details.
In addition, the Company has facilities-related liabilities related to restructuring which were calculated based on the discounted future lease
payments less sublease assumptions. This non-recurring fair value measurement is classified as a Level 3 measurement under ASC 820. See Note 6 Restructuring Costs for further details.
The Company’s 2016 Term Loans under its 2016 Credit Agreements are classified within Level 2 instruments as the borrowings are not actively
traded and have a variable interest rate structure based upon market rates currently available to the Company for debt with similar terms and
maturities. The Company has elected not to record its 2016 Term Loans at fair value, but has measured it at fair value for disclosure purposes. At
June 30, 2018 and December 31, 2017, the estimated fair value of the 2016 Term Loans, using observable market inputs, was approximately $778.9
million and $770.0 million, respectively.

10. Business Risks and Credit Concentration
The Company sells products and services which serve the communications equipment market globally. Substantially all of the Company’s revenues
are derived from sales of its products and their related services. A substantial majority of the Company’s revenue is from value-added resellers,
distributors and service providers. At June 30, 2018, two channel partners, Company A and Company B, accounted for 25% and 12%, respectively
of the Company’s total revenues. At June 30, 2017, two channel partners, Company A and Company B, accounted for 27% and 12%, respectively,
of the Company’s total revenues.

The Company subcontracts the manufacture of most of its products to a small group of vendors which are all third-party contract manufacturers.
These vendor’s facilities are located in Thailand, Laos and China and should there be any disruption in services due to natural disaster, terrorist
acts, quarantines or other disruptions associated with infectious diseases, or economic or political difficulties in any of these countries or in Asia or
for any other reason, such disruption would harm its business and results of operations. While the Company has begun to develop secondary
manufacturing sources for certain products, currently the manufacture and supply of a substantial portion of its products is essentially solesourced. Furthermore, any incapacitation of any of the Company’s or its subcontractors’ manufacturing sites, due to destruction, natural disaster
or similar events could result in a loss of product inventory. As a result of any of the foregoing, the Company may not be able to meet demand for
its products, which could negatively affect revenues in the quarter of the disruption or longer depending upon the magnitude of the event, and
could harm its reputation.
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The Company markets its products to distributors and end-users throughout the world. Management performs ongoing credit evaluations of the
Company’s customers and maintains an allowance for potential credit losses. The Company’s credit risk may increase with the expansion of
Polycom’s product offerings as customers place larger orders for initial stocking orders and its growth in emerging markets. There can be no
assurance that the Company’s credit loss experience will remain at or near historical levels. At June 30, 2018, Company A, B and C accounted for
20%, 19% and 11%, respectively, of total gross accounts receivable. At June 30, 2017, Company A and B accounted for 11% and 17%, respectively,
of total gross accounts receivable.
The United States accounted for more than 10% of the Company’s revenues in the six months ended June 30, 2018 and 2017. Net revenues in the
United States were $117.3 million and $116.8 million for the six months ended June 30, 2018 and 2017, respectively.

11. Commitments and Contingencies
Litigation
From time to time, the Company is involved in claims and legal proceedings that arise in the ordinary course of business. The Company expects that
the number and significance of these matters will increase as its business expands. In particular, the Company faces an increasing number of patent
and other intellectual property claims as the number of products and competitors in Polycom’s industry grows and the functionality of video, voice,
data and web conferencing products overlap. Any claims or proceedings against the Company, whether meritorious or not, could be time
consuming, result in costly litigation, require significant amounts of management time, result in the diversion of significant operational resources, or
require the Company to enter into royalty or licensing agreements which, if required, may not be available on terms favorable to the Company or at
all. If management believes that a loss arising from these matters is probable and can be reasonably estimated, the Company will record a reserve for
the loss. As additional information becomes available, any potential liability related to these matters is assessed and the estimates revised. Based
on currently available information, management does not believe that the ultimate outcomes of these unresolved matters, individually and in the
aggregate, are likely to have a material adverse effect on the Company’s consolidated financial statements and disclosures. However, litigation is
subject to inherent uncertainties, and the Company’s view of these matters may change in the future. Were an unfavorable outcome to occur, there
exists the possibility of a material adverse impact on the Company’s consolidated financial statements and disclosures for the period in which the
unfavorable outcome occurs or becomes probable, and potentially in future periods.
On September 27, 2016, as a result of the acquisition of the Company by Siris Capital, one shareholder demanded judicial appraisal of the fair value
of its shares in the Company claiming they were worth more than the price attributable to them as a result of the acquisition. On March 27, 2018, the
Company entered into a confidential settlement agreement with such shareholder and the matter was dismissed in April 2018 by the Delaware
Chancery Court. As of June 30, 2018, all of the unpaid shares (at the Merger purchase price of $12.50 per share) and related interest has been paid.
The U.S. Securities and Exchange Commission (“SEC”) and the U.S. Department of Justice (“DOJ”) have concluded their investigations of the
Company into possible violations of the U.S. Foreign Corrupt Practices Act. The Company cooperated fully with these agencies regarding these
matters. In December 2018, the DOJ issued a declination to prosecute the matter. The Company also agreed to settle the matter with the SEC and
DOJ upon payment of $38.1 million comprised of $31.0 million for disgorgement, $1.8 million for prejudgment interest, and $3.8 million for civil
money penalties. This matter is now concluded.

Officer and Director Indemnifications
As permitted or required under Delaware law and to the maximum extent allowable under that law, the Company has certain obligations to indemnify
its current and former officers and directors for certain events or occurrences while the officer or director is, or was serving, at the Company’s
request in such capacity. The maximum potential amount of future payments the Company could be required to make under these indemnification
obligations is unlimited; however, the Company has a director and officer insurance policy that mitigates the Company’s exposure and enables the
Company to recover a portion of any future amounts paid.
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Other Indemnifications
As is customary in the Company’s industry, as provided for in local law in the United States, and other jurisdictions, the Company’s standard
contracts provide remedies to its customers, such as defense, settlement, or payment of judgment for intellectual property claims related to the use
of its products. From time to time, the Company indemnifies customers against combinations of loss, expense, or liability arising from various
trigger events related to the sale and the use of its products and services. In addition, from time to time, the Company also provides protection to
customers against claims related to undiscovered liabilities, additional product liability or environmental obligations.
12. Foreign Currency Derivatives
Non-Designated Hedges
In February 2017, the Company entered into long-term cross-currency swap transactions intended to protect the value of the investment made by
the Parent from fluctuations in the Euro over the duration of the investment. The swap transactions did not qualify for hedge accounting and are
treated as economic hedges. The cross-currency swap transactions are marked-to-market at the end of each reporting period, with the gain or loss
recognized in Interest and other income (expense), in the Condensed Consolidated Statements of Operation.
The following table shows the effect of the Company’s non-designated hedges in the Condensed Consolidated Statements of Operations (in
thousands):
Derivatives Not Designated As Hedging
Instruments

Location of Gain/(Loss) Recognized in
Income from Derivatives

Amount of Gain/(Loss) Recognized in
Income from Derivatives
Six Months Ended June 30, 2018

Foreign Exchange Contracts

Interest and other income (expense), net

$

(46,156)
Six Months Ended June 31, 2017

Foreign Exchange Contracts

Interest and other income (expense), net

$

(35,676)

At June 30, 2018 and 2017, the Company’s derivative instruments in the form of long-term cross currency swap contracts were measured at their
gross fair value and recorded in Other non-current liabilities in the Condensed Consolidated Balance Sheets. The company had no derivative
instruments at June 30, 2018. The fair value of derivative instruments at December 31, 2017 was $55.9 million.

Cash Flow Hedges
Prior to September 2016, the Company designated forward contracts as cash flow hedges of foreign currency revenues and expenses, primarily the
Chinese Yuan, Euros and British Pounds. All foreign exchange contracts were carried at fair value on the Condensed Consolidated Balance Sheets
and the maximum duration of foreign exchange forward contracts did not exceed 13 months. In September 2016, all outstanding cash flow hedges
were canceled and the then effective gains and losses, which had been triggered and recorded as a component of “Accumulated other
comprehensive (loss) income” were reclassified to revenues and operating expenses, depending upon the underlying exposure hedged, through
the first quarter of fiscal 2017 when the underlying forecasted foreign currency transactions affected earnings.
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The following tables show the effect of the Company’s derivative instruments designated as cash flow hedges in the Condensed Consolidated
Statements of Operations for the following periods (in thousands):

Gain or (Loss)
Recognized in
OCI-Effective
Portion
Foreign
exchange
contracts

$

—

$

—

Location of Gain or
Gain or (Loss)
(Loss) Recognized
Location of Gain or (Loss)
Reclassified from
Ineffective Portion and
Reclassified from OCI into
OCI into Income Amount Excluded from
Income-Effective Portion
Effective Portion
Effectiveness Testing
Six Months Ended June 30, 2017

Product revenues
Cost of revenues
Sales and marketing
Research and development

$

(151)
(71)
(163)
(13)
(41)

$

(439)

General and administrative

Gain or (Loss)
Recognized
Ineffective Portion
and Amount Excluded
from Effectiveness
Testing (a)

Interest and other income
(expense), net
$

—

$

—

(a) There were no gains or losses recognized in income due to ineffectiveness in the periods presented.

All values remaining in accumulated other comprehensive loss have been reclassified to income in the six months ended June 30, 2017.
There were no ineffective portions of gains or losses from cash flow hedges in the six months ended June 30, 2017.
See Note 9 for additional information on the fair value measurements for all financial assets and liabilities, including derivative liabilities that are
measured at fair value in the Condensed Consolidated Financial Statements on a recurring basis.
Offsetting Derivative Assets and Liabilities
The Company had entered into master netting arrangements with each of its derivative counterparties. These arrangements afford the right to net
derivative assets against liabilities with the same counterparty. Under certain default provisions, the Company had the right to set off any other
amounts payable to the payee whether or not arising under this agreement. As a result of the netting provisions, the Company’s maximum amount
of loss under derivative transactions due to credit risk was limited to the net amounts due from the counterparties under the derivative contracts.
Although netting was permitted, it was the Company’s policy and practice to record all derivative assets and liabilities on a gross basis in the
consolidated balance sheets.
As of June 30, 2018 the Company had settled and terminated its long-term cross currency swap contracts.
At December 31, 2017, the Company had long-term debt and interest payable outstanding with one of its derivative counterparties under the longterm cross currency swap contracts. The contracts were in a loss position, resulting in a long-term derivative liability as of those dates. If the
contracts change to a gain position in future periods, the resulting long-term derivative asset could be offset against long-term debt and interest
liabilities under certain default provisions.
The following table sets forth the derivatives which can be offset (in thousands):
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Gross Amounts Not Offset in the
Condensed Consolidated Balance Sheets
Gross
Amounts of
Recognized
Liabilities
As of December 31, 2017:
Foreign exchange contracts

$

18,658

Gross Amounts
Offset in the
Consolidated
Balance Sheets
$

—

Net Amounts of
Liabilities
Presented in the
Consolidated
Balance Sheets
$

18,658

Cash
Collateral
Pledged

Financial
Instruments
$

(18,658)

$

—

Net Amount
$

—

13. Stockholders’ Equity
Accumulated Other Comprehensive Loss
The following table summarizes the changes in accumulated other comprehensive loss, net of tax, by component (in thousands).
The tax effects were not shown separately, as the impacts were not material.
Foreign Currency
Translation
Balance as of December 31, 2017
Other comprehensive income (loss)

$

(1,871)
(844)

Balance as of June 30, 2018

$

(2,715)

14. Employee Benefit Plans
Long Term Incentive Plan
In September 2016, the Company and its’ Board of Directors approved the Polycom, Inc. 2016 Long Term Incentive Plan (“2016 LTIP”). Under the
2016 LTIP, certain officers and key employees were granted incentive awards (“IRs”). The fair value of the awards is based on the valuation of
Polycom, Inc. The maximum number of IRs that may be granted under the 2016 LTIP is 59,343,479 awards, of which 49,731,250 and 35,250,000 were
granted and outstanding as at June 30, 2018 and 2017, respectively. The grant date fair value of the outstanding awards was $13.7 million as of June
30, 2018. All awards granted contain performance-based vesting criteria that can only be achieved through certain events as defined in the 2016
LTIP, such as the sale of the company (“Liquidity Event”). Because of the performance criteria, compensation expense will only be recognized once
the performance targets are considered probable of achievement through consummation of a Liquidity Event. As a result, no compensation expense
was recorded during the six months ended June 30, 2018 and 2017. Compensation expense, related to the periods for which the requisite service has
already been rendered and the applicable performance-based criteria has been achieved, will be recognized in the period in which it becomes
probable the performance targets defined within the IR agreements will be achieved. The IR agreements would be classified as a liability upon the
consummation of a sale of the company, which would require the Company to determine the fair value of the awards as of the date of sale for the
purposes of recognizing share based compensation. Although the Company and its Parent entered into a definitive agreement on March 28, 2018
to be acquired by Plantronics, until the purchase is complete, which is expected to be completed in the third quarter of fiscal 2018, the performancebased criteria has not been met and accordingly no compensation expense has been recognized. Since the acquisition will be paid in cash and
common shares of Plantronics, upon completion of the purchase, the fair value of the IRs on the sale date will be impacted by several factors
including the cash on the sale date and Plantronics stock price on the settlement date of the IRs. Accordingly, the sale date fair value may differ
materially from the grant date fair value.
15. Income Taxes
The following table presents the income tax expense and the effective tax rates (in thousands):
Six Months Ended June 30,
2018
2017
Income tax expense/(benefit)
Effective tax rate

$

18

(12,192)
29.2%

$

5,149
13.5%

For the six months ended June 30, 2018, the Company recorded income tax benefit of $12.2 million. For the six months ended June 30, 2017, the
Company recorded income tax expense of $5.1 million. The effective tax rate for the six months ended June 30, 2018 of 29.2% differs from the U.S.
federal statutory rate of 21% primarily due non-deductible permanent adjustments, impacts associated with proportional earnings from the
Company’s operations in foreign jurisdictions, U.S. taxation of Global Intangible Low-Taxed Income ("GILTI"), and revisions to the original SAB
118 estimates. The effective tax rate for the six months ended June 30, 2017 of 13.5% differs from the U.S. federal statutory rate of 35% primarily due
to non-deductible goodwill and other permanent adjustments offset, in part, by impacts associated with proportional earnings from the Company’s
operations in foreign jurisdictions.
The Company regularly assesses the ability to realize deferred tax assets recorded in all entities based upon the weight of available evidence,
including such factors as recent earnings history and expected future taxable income. If the Company’s future business profits do not support the
realization of deferred tax assets, a valuation allowance could be recorded in the foreseeable future. In the event that the Company changes its
determination as to the amount of deferred tax assets that can be realized, the Company will adjust its valuation allowance with a corresponding
impact to the provision for income taxes in the period in which such determination is made.
This Company is a U.S. based multinational company subject to tax in multiple U.S. and foreign tax jurisdictions, and has entered into agreements
with the local governments in certain foreign jurisdictions where the Company has significant operations to provide it with favorable tax rates in
those jurisdictions if certain criteria are met.
On December 22, 2017, the United States enacted major tax reform legislation, Public Law No. 115-97, commonly referred to as the Tax Cuts and Jobs
Act (2017 Tax Act). The 2017 Tax Act imposes a repatriation tax on accumulated earnings of foreign subsidiaries, implements a territorial tax system
together with a current tax on certain foreign earnings and lowers the general corporate income tax rate to 21%. On December 22, 2017, the SEC staff
issued SAB 118 that allows companies to record provisional estimated amounts during a measurement period not to extend beyond one year of the
enactment date. The Company is currently analyzing the 2017 Tax Act, and in certain areas, has made reasonable estimates of the effects on the
consolidated financial statements and tax disclosures, including the amount of the repatriation tax and changes to existing deferred tax balances.
The repatriation tax is based primarily on accumulated foreign earnings and profits that were previously deferred from U.S. income taxes. The
Company recorded an estimated amount for the repatriation tax liability net of net operating losses and tax credits as of December 31, 2017.
The 2017 Tax Act includes provisions for GILTI, under which taxes on foreign income are imposed in excess of a deemed return on tangible assets
of foreign corporations. In general, this income will effectively be taxed at a 10.5% tax rate. As noted above, the GILTI provisions cause a material
increase to the Company’s effective tax rate for the six months ended June 30, 2018.
The Company's deferred tax assets and liabilities are being evaluated to determine if the deferred tax assets and liabilities should be recognized for
the basis differences expected to reverse as a result of GILTI provisions that are effective for the company after the year ending December 31, 2017.
Because of the complexity of the new GILTI tax rules, the Company is continuing to evaluate this provision of the Act and the application of the
relevant U.S. GAAP provisions. Under U.S. GAAP, the company is allowed to make an accounting policy election of either (i) treating taxes due on
future U.S. inclusions in taxable income related to GILTI as a current-period expense when incurred (the "period cost method"), or (ii) factoring such
amounts into a company's measurement of its deferred taxes (the "deferred method"). Currently, the Company has not elected a method and will
only do so after its completion of the analysis of the GILTI provisions. Its election method will depend, in part, on analyzing its global income to
determine whether the company expects to have future U.S. inclusions in its taxable income related to GILTI and, if so, the impact that is expected.
16. Subsequent Events
Acquisition by Plantronics, Inc.
On July 2, 2018, Plantronics Inc. ("Plantronics") completed its acquisition of all the Company's issued and outstanding shares of capital stock of
Polycom for approximately $2.2 billion in stock and cash. The Acquisition was consummated in accordance with the terms and conditions of the
Stock Purchase Agreement (the “Purchase Agreement”), dated March 28, 2018, among Plantronics, Triangle Private Holdings II, LLC (“Triangle”),
and the Company.
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Settlement of SEC and DOJ investigations
The U.S. Securities and Exchange Commission (“SEC”) and the U.S. Department of Justice (“DOJ”) have concluded their investigations of the
Company into possible violations of the U.S. Foreign Corrupt Practices Act. The Company cooperated fully with these agencies regarding these
matters. In December 2018, the DOJ issued a declination to prosecute the matter. The Company also agreed to settle the matter with the SEC and
DOJ upon payment of $38.1 million comprised of $31.0 million for disgorgement, $1.8 million for prejudgment interest, and $3.8 million for civil
money penalties. This matter is now concluded.
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PLANTRONICS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
In conjunction with Plantronics’s Inc.’s (“Plantronics” or the “Company”) filing of registration statement on Form S-3 with the Securities and
Exchange Commission on May 17, 2019, the Company is providing the following unaudited pro forma condensed combined financial information.
The Company’s audited consolidated statement of operations for the year ended March 31, 2019 included in its Annual Report on Form 10-K filed
on May 17, 2019 (“Fiscal 2019 Form 10-K”) included Polycom, Inc.’s (“Polycom”) results of operations from July 2, 2018, the date of the Company’s
acquisition of Polycom (the ”Acquisition”), through March 31, 2019 as discussed in Note 4 “Acquisition” in the Fiscal 2019 Form 10-K. The
following unaudited pro forma condensed combined statement of operations below separately presents Polycom’s historical results of operations
from April 1, 2018 to June 30, 2018. The unaudited pro forma condensed combined statement of operations is based on the historical financial
statements of the Company and Polycom after giving effect to the Company’s acquisition of Polycom as if the acquisition had occurred on April 1,
2017.
A pro forma balance sheet as of March 31, 2019 is not presented as the Company’s consolidated balance sheet as of March 31, 2019 included in its
Fiscal 2019 Form 10-K reflects the Acquisition.
The unaudited pro forma condensed combined statement of operations for the year ended March 31, 2019 includes all adjustments that give effect
to events that are directly attributable to the Acquisition, are expected to have a continuing impact, and are factually supportable. It excludes nonrecurring items directly related to the Acquisition.
The unaudited pro forma condensed combined statement of operations is presented for informational purposes only, in accordance with Article 11
of Regulation S-X, and is not intended to represent or to be indicative of the Company’s results of operations would have been had the acquisition
occurred on the date indicated. The unaudited pro forma condensed combined statement of operations also may not be useful in predicting the
future results of operations of the combined company. The actual results of operations may differ significantly from the pro forma amounts
reflected herein due to a variety of factors.
The unaudited pro forma condensed combined statement of operations does not reflect any operating efficiencies or cost savings that the
Company may achieve with respect to the combined companies.
This unaudited pro forma condensed combined financial information should be read in conjunction with Plantronics’ historical consolidated
financial statements and notes thereto contained in Plantronics’ Annual Report on Form 10-K for the year ended March 31, 2019 and the historical
consolidated financial statements and accompanying notes of Polycom included in Plantronics’s Current Report on Form 8-K/A filed on August 31,
2018.
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PLANTRONICS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED MARCH 31, 2019
(in thousands, expect per share amounts)

Plantronics
Historical
3/31/2019
[1]
Net Revenues
Net product revenues

$

Net service revenues
Total net revenues
Cost of revenues:
Cost of product revenues
Cost of service revenues
Total cost of revenues
Gross profit
Operating expenses:
Research, development, and engineering
Selling, general, and administrative

(Gain) loss, net from litigation and other settlements
Restructuring and other related charges (credits)
Total operating expenses
Operating income
Interest expense
Other non-operating income and (expense), net
Income (loss) before income taxes
Income tax expense (benefit)
Net loss

$

1,510,770

Polycom
Historical
6/30/2018
[2]
$

198,281

Pro Forma
Adjustments
$

Plantronics
Pro Forma

Notes

163,765

80,829

691
(1,398)
(12,152)

(a)
(b)
(b)

$

1,708,344

1,674,535

279,110

(12,859)

902,625
77,771

93,745
28,765

27,568

980,396

122,510

27,568

694,139

156,600

(40,427)

810,312

201,886
567,879

36,747
106,080

238,633
655,321

975
32,694

42,636
1,527

—
(19,215)
(14,190)
691
15,099
(1,023)
—
—

232,442
1,940,786
—
1,023,938
106,536

(c)

1,130,474

(d)
(e)
(f)
(c)
(a)

43,611
34,221

803,434

186,990

(18,638)

971,786

(109,295)
(83,000)
6,603

(30,390)
(24,340)
23,196

(21,789)
6,933
(22,143)

(g)
(h)

(161,474)
(100,407)
7,656

(185,692)
(50,131)

(31,534)
(8,092)

(36,999)
(8,130)
226

(i)
(a)

(135,561)

$

(23,442)

$

(28,869)

(254,225)
(66,127)
$

(188,098)

Net loss per common unit:
Basic
$
(3.61)
$
(4.81)
Diluted
$
(3.61)
$
(4.81)
Weighted average common units outstanding:
Basic
37,569
1,520
(j)
39,089
Diluted
37,569
1,520
(j)
39,089
[1] Plantronics historical amounts for the year ended March 31, 2019, as filed in the Form 10-K on May 17, 2019, include results of Polycom
beginning July 2, 2018, the date of the Acquisition.
[2] This column presents Polycom’s historical results of operations for the three months ended April 1, 2018 to June 30, 2018.
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PLANTRONICS, INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
1. Description of the Acquisition and Basis of Presentation
The unaudited pro forma condensed combined statement of operations for the year ended March 31, 2019 has been prepared based on Plantronics’
and Polycom’s historical results of operations, giving effect to the Company’s acquisition of Polycom as if the acquisition had occurred on April 1,
2017 and related adjustments described in these notes. In addition, certain items have been reclassified from Polycom’s historical statement of
operation to align them with Plantronics’ financial statement presentation.
The unaudited pro forma condensed combined statement of operations gives effect to pro forma adjustments that are (1) directly attributable to the
business combination, (2) factually supportable and (3) expected to have a continuing impact on the combined results following the business
combination.
Plantronics accounts for business combinations in accordance with Financial Accounting Standards Board Accounting Standards Codification
(“ASC”) 805, Business Combinations. In accordance with ASC 805, the Company uses its best estimates and assumptions to accurately assign fair
value to the tangible assets acquired, identifiable intangible assets and liabilities assumed and the related income tax impacts as of the acquisition
date. Goodwill as of the acquisition date is measured as the excess of purchase consideration over the fair value of tangible and identifiable
intangible assets acquired and liabilities assumed.
The unaudited pro forma condensed combined statement of operations does not necessarily reflect what the combined company’s results of
operations would have been had the Acquisition occurred on April 1, 2017. It also may not be useful in predicting the future results of operations
of the combined company. The actual results of operations may differ significantly from the pro forma amounts reflected herein due to a variety of
factors. The unaudited pro forma condensed combined statement of operations does not reflect any operating efficiencies or cost savings that the
Company may achieve.
The unaudited pro forma condensed statement of operations should be read in conjunction with Plantronics’ historical consolidated financial
statements and notes thereto contained in Plantronics’ Annual Report on Form 10-K for the year ended March 31, 2019, and the historical
consolidated financial statements and accompanying notes of Polycom included in the Company’s Current Report Form 8-K/A filed on August 31,
2018.
Accounting Periods Presented
The unaudited pro form condensed combined statement of operations of Plantronics and Polycom for the year ended March 31, 2019 is presented
as if the Acquisition had taken place on April 1, 2017. The unaudited pro forma condensed combined statement of operations for the year ended
March 31, 2019 combines the historical results of operations of Plantronics for the year ended March 31, 2019 and the historical results of
operations of Polycom for the three months ended June 30, 2018. The historical results of operations of Plantronics include the results of operations
of Polycom from July 2, 2018, the date of acquisition. The adjustments described in the accompany notes to these unaudited pro forma condensed
combined financial information reflect the three month period ending June 30, 2018 as nine months of Polycom’s results post acquisition were
included in the consolidated results of operations of Plantronics for the year ended March 31, 2019.
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2. Preliminary Purchase Consideration
The preliminary allocation of the purchase price to the estimated fair value of the assets acquired and liabilities assumed at the acquisition date is as
follows:
July 2, 2018

(in thousands)
ASSETS
Cash and cash equivalents
Trade receivables, net
Inventories
Prepaid expenses and other current assets
Property and equipment, net
Intangible assets
Other assets
Total assets acquired
LIABILITIES
Accounts payable
Accrued payroll and related liabilities
Accrued expenses
Income tax payable
Deferred revenue
Deferred income taxes
Other liabilities
Total liabilities assumed

$

80,139
165,449
109,074
68,451
79,497
985,400
27,237

$

1,515,247

$

80,653
44,538
144,051
27,044
115,061
98,342
51,796

$

561,485

Total identifiable net assets acquired
Goodwill

953,762
1,262,883
$

Total Purchase Price

2,216,645

The Company’s purchase price allocation is preliminary and subject to revision as additional information related to the fair value of assets acquired
and liabilities assumed are finalized.
3. Pro Forma Adjustments
The following pro forma adjustments relate to the Unaudited Pro Forma Condensed Combined Statement of Operations for the year ended March
31, 2019.
(a) Reflects adjustment to Polycom’s revenue and selling, general and administrative costs based on management’s evaluation of Polycom’s
sales arrangements under ASC 606, Revenue from Contracts with Customer (“ASC 606”), which Plantronics adopted on April 1, 2018. As
Polycom was a privately held company and had not adopted ASC 606 at the time of the Acquisition, Polycom’s historical results of
operations have been adjusted to conform to the timing and method of adoption of ASC 606 used by Plantronics.
(b) Reflects the reduction in revenue for the three months ended June 30, 2018 based on the fair value estimates of the acquired deferred
revenue. This amount was determined to have a continuing impact.
(c) Reflects the amortization expense adjustments based on the fair value estimates of the acquired intangibles.
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Fair Value
Existing Technology
In-process Technology
Customer Relationships
Backlog
Trade Name / Trademarks

$

566,708
29,892
245,100
28,100
115,600

Total

$

985,400

Average
Remaining
Useful Life
(years)

Pro Forma
Amortization
Expense

5.1
—
5.1
1.0
9.0

Amortization
Expense
Recorded (7/2/18
to 3/31/19)

Pro Forma
Amortization
Expense
Adjustment

$

110,270
—
48,267
28,100
12,844

$

82,702
—
36,200
28,100
9,633

$

27,568
—
12,067
—
3,211

$

199,481

$

156,635

$

42,846

Less: Polycom's historical intangible assets and amortization expense

$

180

Increase to pro forma intangibles and amortization expense

$

42,666

(d) Reflects the elimination of Plantronics’ and Polycom’s transaction-related expenses that are included within each company’s historical
general and administrative expense.
(e) Reflects the elimination of Polycom’s historical amortization of goodwill to align with a public company’s accounting policy for goodwill.
As a private company prior to the acquisition, Polycom had elected to amortize goodwill as part of its accounting policy.
(f) Reflects the depreciation expense adjustments based on the fair value estimates of the acquired property, plant, and equipment.

Fair Value
Computer equipment and software
Equipment, furniture and fixtures
Tooling equipment
Leasehold improvements

$

28,520
22,119
5,602
19,492

Total

$

75,733

Average
Remaining
Useful Life
(years)
2.3
3.9
4.0
4.0

Pro Forma
Depreciation
Expense
$

12,320
5,721
1,401
4,873

$

24,315

Less: Depreciation expense recorded by Plantronics on acquired Polycom's assets for
7/2/18 to 3/31/19

19,303

Less: Polycom's historical depreciation expense

4,321
$

Increase to pro forma depreciation expense

691

(g) Reflects adjustment to interest expense for the year ended March 31, 2019, based upon: (i) interest expense on the Credit Facility (the
credit agreement entered into by the Company in connection with the Acquisition on July 2, 2018), (ii) amortization of deferred financing
costs of $30.3 million based on an estimated amortization period of 84 months, , and (iii) the elimination of Polycom’s historical interest
expense for the quarter ended June 30, 2018 as Polycom’s pre-existing debt was settled in connection with the acquisition.
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Year Ended
March 31, 2019

(in thousands)
Interest on term loan facility borrowing
Amortization of deferred financing costs and discounts from the Credit Facility

$

Total interest expense
Less:
Interest expense recorded for the Credit Facility for 7/2/18 to 3/31/19
Historical Polycom interest expense for 4/1/18 to 7/1/18

61,686
3,691
65,377
47,970
24,340

$

Net pro forma adjustment to interest expense

6,933

(h) Reflects the elimination of Polycom’s historical gain recognized on its cross-currency swap, settled in connection with the Acquisition.
(i)

Reflects the income tax expense/benefit of the pro forma adjustments based on management’s estimate of the blended applicable statutory
tax rate of 21% for the jurisdictions associated with the respective pro forma adjustments. Because the tax rates used for the unaudited pro
forma condensed combined statement of operations are an estimate, the blended rate will likely vary from the statutory tax rate in periods
subsequent to the Acquisition.

(j)

The impact to basic and diluted weighted-average shares outstanding resulting from the 6.4 million Plantronics common shares issued as
part of the acquisition purchase price. For the year ended March 31, 2019, the historical Plantronics weighted -average shares outstanding
reflected the 6.4 million shares as outstanding for nine months; therefore, the pro forma adjustment increased the shares outstanding by
1.5 million.
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