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CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, or Form 10-K, umbés forward-looking statements within the meamifhthe Private Securities Litigation
Reform Act of 1995. For this purpose, any statesienhtained in this Form 10-K that relate to futtgsults or events are forward-looking
statements.
Forward-looking statements include, but are nottéthto, statements regarding:

. our ability to mitigate and remediate effectivdigtmaterial weaknesses in our internal controls imancial reporting

. the development, marketing and selling of new petgland service

. our ability to successfully implement oivid Everywheretrategic plar

. anticipated trends relating to our sales, finanoimdition or results of operatiol

. our goal of expanding our market positic

. our capital resources and the adequacy the

. the anticipated trends and development of our ntgudeed the success of our products in these mg

. our plans regarding the relisting of our comnstotk on The NASDAQ Stock Market, or NASDAQ, and tiguidity of our
stock;

. the risk of restatement of our financial statemy

. the anticipated performance of our prodt

. business strategies and market positiot

. the impact and costs and expenses of any litiganhgovernment inquiries we may be subject to apim the future
. the effect of the continuing worldwide macroecononmcertainty on our business and results of ojoer,
. estimated asset and liability values and amortpatif our intangible asse

. our compliance with covenants contained in our neénes:

. changes in inventory leve

. seasonal factot

. plans regarding repatriation of foreign earni

. transactions and valuations of investments andvalive instruments; al

. fluctuations in foreign exchange and interest r

Forward-looking statements may be identified by afserward-looking words, such as “anticipate,’etleve,” “confidence,” “could,”
“estimate,” “expect,” “feel,” “intend,” “may,” “pla,” “should,” “seek,” “will” and “would,” or simila expressions. Actual results and events in
future periods may differ materially from those eegsed or implied by these forward-looking stateisieFhere are a number of factors that
could cause actual events or results to differ riadhe from those indicated or implied by forwardeking statements, many of which are
beyond our control, including the risk factors dissed in Item 1A of this Form 10-K. In additione tterward-looking statements contained in
this Form 10-K represent our estimates only as@fdate of this filing and should not be reliedmps representing our estimates as of any
subsequent date. While we may elect to update foesard-looking statements at some point in therk, we specifically disclaim any
obligation to do so, whether to reflect actual hssiehanges in assumptions, changes in otherrfaaftecting such forward-looking statements
or otherwise.

The information included under the heading “Stoekférmance Graph” in Item 5 of this Form 10-K isiffished” and not “filed” and shall not
be deemed to be “soliciting material” or subjecRigulation 14A, shall not be deemed “filed” forposes of Section 18 of the Securities
Exchange Act of 1934, as amended, or the ExchamgeoAotherwise subject to the liabilities of




that section, nor shall it be deemed incorporateceterence in any filing under the Exchange Acthar Securities Act of 1933, as amended, o
the Securities Act.

We own or have rights to trademarks and servicé&snidmat we use in connection with the operationwfbusiness. Avid is a trademark of
Avid Technology, Inc. Other trademarks, logos, aledjans registered or used by us and subsidiariee United States and other countries
include, but are not limited to, the following: Everywhere, Avid Motion Graphics, AirSpeed, EUROFast Track, INEWS, Interplay,

ISIS, Avid MediaCentral, Mbox, Media Composer, N&uger, Nitris, Pro Tools, Sibelius and Sympho®ther trademarks appearing in this
Form 10-K are the property of their respective onsne




EXPLANATORY NOTE

This Annual Report on Form 10-K for the year enBedember 31, 2013 filed by Avid Technology, Ingedther with its consolidated
subsidiaries (collectively, “Avid” or the “Compariygr “we,” “us” or “our” unless the context indicag otherwise) includes the restatement of
certain of our previously filed consolidated finaistatements and data as explained herein.dtaat®ends previously filed disclosures,
including those for managemesntiscussion and analysis of financial conditiod essults of operations, as well as other discksor certai
periods presented in this Form 10-K. Accordinghys ffiiling includes more information than would timely be included in an Annual Report
on Form 10-K, in order to provide stockholders mposite presentation of information for prior pesaduring which we were not making
periodic filings with the Securities and Exchange®nission, or SEC. In addition, because of the ghamwve have made in our business since
the end of 2013, the information relating to ousibess and related matters includes certain infoom#or periods after December 31, 2013.

Restatement of Financial Statemer

Backgrounc

In early 2013, during the course of the review wf financial results for the fourth quarter and fidar of 2012, we identified a historical
practice of Avid making available, at no chargetw customers, minor feature and/or compatibilithancements as well as bug fixes on a
when-and-if-available basis, collectively the Safter Updates, that we have concluded meet the tlefirof post-contract customer support, or
PCS, under U.S. generally accepted accountingiptas; or GAAP. The business practice of provid8aftware Updates at no charge for

of our products creates an implicit obligation amdadditional undelivered element for each impaateangement, which we refer to as Imp
Maintenance Release PCS. Our identification ofddiditional undelivered element in substantiallyobur customer arrangements has a
significant impact on our historical revenue redtign policies because this element had not beewipusly accounted for in any period.

As a result of the foregoing and as explained imam®ztail below and in Note B to our ConsolidatéthRcial Statements in Item 8 of this Fc
10-K, we have restated our consolidated financiakbstaints for the year ended December 31, 2011. Bi@eenent also affects periods prio
the year ended December 31, 2011, and the cumailefiects of the restatement have been reflectpd@speriod adjustments to the 2011
opening balance of accumulated deficit in our adiitonsolidated financial statements and in trevegit periods presented in Item 6gtecte
Financial Data.”

Restatement Adjustmel

Revenue Recognitic

The failure to identify and account for the existef Implied Maintenance Release PCS resulted-ansin the timing of revenue recognition
reported in our previously issued consolidatedrfaial statements. Historically, we generally redegd revenue upon product shipment or
the period services and post-contract customerastipgere provided (assuming other revenue recagnitbnditions were met). As described
more fully in our policy for “Revenue Recognitioin’ Note A to our Consolidated Financial Statemémtsem 8 of this Form 10-K, the
existence of Implied Maintenance Release PCS ustomer arrangement requires recognition of sonad arrangement consideration,
depending on GAAP applicable to the deliverablesy dhe period of time that the Implied MaintenaRedease PCS is delivered, which is
after product delivery or services are renderedisuggnerally several years. The errors in thenti@f revenue recognition have been corre
in the restated consolidated financial statemdiis.significant change in the pattern of reveneegaition also had indirect impacts on
revenue-related accounts, such as sales retumaaltees and, as discussed further below, non-reveraeints such as goodwill, stock-based
compensation and income taxes, which have also lestated in the restated consolidated financiéstents.

Goodwill

As a result of the change in the timing of reveraegnition described above and the resulting am@eén deferred revenues, the carrying
values of the reporting units used in our origigabdwill impairment tests were incorrect for eadtdrical period impacted by the restatement
of revenue, including those periods in which impeiant charges totaling $172.4 million had been medr The decrease in carrying value of
the reporting units arising from the deferred raxeresulted in negative carrying value and chatmé®e original step one conclusions that
further considerations of goodwill impairment weeguired under step two, and, as such, no impairstesuld have been recognized in the
periods prior to January 1, 2011. As a result, the




carrying value of goodwill was restated to $419liom at December 31, 2010. On January 1, 2011, we adiéuteounting Standards Upda
or ASU, No. 2010-28When to Perform Step 2 of the Goodwill ImpairmesdtTor Reporting Units with Zero or Negative Cangy Amounts
or ASU No. 2010-28. ASU No. 2010-28 requires com@awith negative carrying value of a reportingt tm perform step two of the
impairment test when it is more likely than nottthajoodwill impairment exists. Upon adoption oflASlo. 2010-28, we recorded a full
impairment of goodwilthrougha cumulative-effect adjustment to accumulated defitie decline in the fair value of goodwill thegused the
impairment was the result of declines in actual exygected cash flows that occurred over a sevexalperiod prior to December 31, 2010.

The following table presents the adjustments tadgalbfor the year ended December 31, 2011 (Redjdia thousands):

Goodwill balance at December 31, 2010, as prewoegiorted $ 246,99
Effect of restatement 172,37:
Goodwill balance at December 31, 2010, as restated 419,36¢
Cumulative-effect adjustment due to the adoptioA®Y No. 2010-28 (419,36%)
Goodwill balance at December 31, 2011, as restated $ —

Stock-Based Compensation

As a result of the change in the timing of revera@gnition described above, the timing and amoéistock-based compensation expense
attributable to performance-based awards, whereagd vesting was based on profitability, also gealn Due to the restated historical
consolidated financial statements, many of theguerdnce-based awards have vested earlier thamaltigestimated.

Restructuring

We also identified errors in a restructuring chamgmorded in the year ended December 31, 2009.rifmally assumed that a vacated facility
could be sublet, reducing the restructuring expéyse2.2 million at that time. Subsequently, mamaget determined that contractual
provisions severely limited us from executing alsabe, which resulted in no possible sublease ircainthe time of lease abandonment. The
cumulative effect of this error and other restraagrrelated adjustments totaling $1.5 million &dember 31, 2010 was reflected as an
adjustment to the 2011 opening balance of accueuii@éficit in our Consolidated Financial Statemémisem 8 of this Form 10-K.

Income Taxe

We identified and corrected certain errors reldtethe accounting for an intercompany loan madeseen two of our international subsidiaries
that occurred during the year ended December 317.20e determined that we should have accrued wiidihg taxes of $3.8 millionand as
result we had understated the provision for inctemes in 2007 and income taxes payable reportexipbalance sheets for each period
subsequent to the transaction. Additionally, agabtevas not withheld and paid to the taxing atitiiowe are subject to interest and penalties
on the unpaid balance. The cumulative effect & &nror and other adjustments totaling $6.2 milabiDecember 31, 2010 was reflected as an
adjustment to the 2011 opening balance of accueuii@gficit in our Consolidated Financial Statemémisem 8 of this Form 10-K. We also
adjusted income taxes as necessary to reflectthadt of the changes in the timing of revenue reitimyn described above. We also identified
several errors in the compilation of our deferddssets and liabilities that are discussed imdites to the financial statements. Due to the
valuation allowance we had recorded against gre=ebd tax assets, the adjustments had no net effieour financial results; however, the
corrected balances are reflected in the notesrteansolidated financial statements.

Other Adjustments
In addition to correcting the restatement adjustsieescribed above, we also recorded other adjussm@r other errors identified during the

restatement process, including adjustments of $fllibn to inventory and adjustments to accruediliies, as well as reclassifications of
operating expenses to cost of revenues totalirg id@lion.
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Cumulative Effect of Prior Period Adjustments

The following table presents the cumulative effefathe prior period adjustments to stockholderdiaiteat December 31, 2010 (Restated) (in
thousands):

Accumulated

Additional Other Total

Common Paid-in Accumulated Treasury Comprehensive Stockholders’

Stock Capital Deficit Stock Income Equity (Deficit)

Balances at December 31, 2010, as previously regport $  42%  $1,005,19¢ $ (495,25) $ (91,029 $ 7,268 $  426,61(
Revenue recognition adjustments — — (897,83Y) — 957 (896,879
Goodwill adjustments — — 172,37 — — 172,37:
Restructuring adjustments — — (1,452 — — (1,452
Income tax adjustments — — (6,280 — 683 (5,597
Stock-based compensation adjustments — 12,20 (12,209 — — —
Other adjustments — — (5,699 — 30:3 (5,390
Balances at December 31, 2010, as restated $ 42 $1,017,40.  $(1,24634) $ (91,02) $ 9211 $§ (310,33

Discontinued Operation

On July 2, 2012, we exited our consumer businessiffin a sale of the assets of that business irséparate transactions. As described furthe
in Note | to our Consolidated Financial Statemémtsem 8 of this Form 10-K, the disposition of tbensumer business qualified for
presentation as discontinued operations. The acaoympy financial statements have been retrospdgtadjusted for all periods presented to
report the consumer business as a discontinueatiqer

Restated Informatio

We have corrected the above described errors ardded or restated the following financial inforratin this Form 10-K as of and for the
periods indicated, or collectively the Restateddels; noted in the table belaw

Type of Financial Information Date or Period

Consolidated statements of operations, comprehemstome, Year ended December 31, 2011

stockholders' deficit, and cash flows

Selected financial data Years ended and as of December 31, 2011, 2010G04 2
Unaudited quarterly financial information Quarters ended September 30, 2012, June 30, 201 arch 31, 2012
Management's discussion and analysis of financiadlition and |As of and for the year ended December 31, 2011

results of operations

We believe that presenting all of the amended asthted information for the Restated Periods & foirm 10-K allows investors and others to
review all pertinent data in a single presentatioraddition, our Quarterly Reports on Form 10-@tfe quarters ended September 30, 2013,
June 30, 2013 and March 31, 2013 include the exb®@12 comparable prior quarter and year-to-dati®gs. We have not filed and do not
intend to file amendments to any of our previod#géd Annual Reports on Form 10-K or Quarterly Rep@n Form 10-Q for the periods
affected by the restatements or corrections ofioancial statements. Accordingly, investors artteos should rely only on the financial
information and other disclosures regarding thet@®ed Periods in this Form 10-K, in our QuartergpRBrts on Form 10-Q for the quarters
ended September 30, 2013, June 30, 2013 and Mar@033, or in future filings with the SEC (as dpable), and not on any previously
issued or filed reports, earnings releases or aimimmunications relating to these periods.
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PART |
ITEM 1. BUSINESS
OVERVIEW

We provide technology products, solutions and sess/that enable the creation and monetization dibaand video content. Specifically, we
develop, market, sell and support software andwnarel for digital media content production, managetnaad distribution. Digital media are
video, audio or graphic elements in which the imageind or picture is recorded and stored as tliigalaes, as opposed to analog or tapse!
signals. Our products are used in production arst-paduction facilities; film studios; network fiiite, independent and cable television
stations; recording studios; live-sound performarmeues; advertising agencies; government and &duoadinstitutions; corporate
communication departments; and by independent \aadeloaudio creative professionals and enthusiasts.

Our mission is to create the most powerful andadatative media network that enables the creatiistrjbution and monetization of the most
inspiring content in the world. Guided by diwid Everywheratrategic vision, we strive to deliver the industmnost open, innovative and
comprehensive media platform connecting contergtime with collaboration, asset protection, digitibn and consumption for the media in
the world — from the most prestigious and awardawig feature films, music recordings, and televissdows, to live concerts and news
broadcasts. We have been honored over time foleghinological innovation with 14 Emmy Awards, one@my Award, two Oscar statuet
and the first ever America Cinema Editors Techntbatellence Award. Our solutions were used irR@ll3 Oscar nominated films for Best
Picture, Best Editing, Best Sound Editing, Besigididl Score and Best Soundtrack.

RECENT EVENTS

Executive Management Chanc

On February 11, 2013, we announced the appointofdrduis Hernandez, Jr. as our President and Ghietutive Officer. Mr. Hernandez has
been a member of our Board of Directors since 2Bt recently, Mr. Hernandez was Chairman of tbaf8 and Chief Executive Officer of
Open Solutions, Inc., a technology provider to ficial institutions worldwide, which was acquiredJanuary 2013 by Fiserv, Inc.
Subsequently, on April 22, 2013, we announcedibhah W. Frederick had assumed the role of our BkexVWice President, Chief Financial
Officer and Chief Administrative Officer. Mr. Fredek had previously joined us as Chief of Stafffeegbruary 11, 2013, working on strategic
projects as requested by our President and Chiedive Officer. Prior to that, Mr. Frederick waer@orate Executive Vice President and
Chief Financial Officer of Open Solutions, Inc. Alg 2013, we appointed Jeff Rosica, formerly hei8ales and Marketing at Grass Valley,
as Senior Vice President of Worldwide Field Operati For other recent developments affecting osimess, please see the Executive
Overview in Part Il, Item 7, “Management’s Discussand Analysis of Financial Condition and Resaft®perations” of this Form 10-K.

Restatement and Related Matt

As discussed above in the Explanatory Note andaite 8 to our Consolidated Financial Statement$am|8 of this Form 10-K, we have
completed the accounting evaluation commencedrig 2813 and have restated our consolidated firdrstatements for the year ended
December 31, 2011 and prior periods. As a resulhiiefaccounting evaluation and restatement andwbosequent failure to stay current in our
SEC reporting obligations, our common stock wagsnded from trading on NASDAQ on February 25, 28id subsequently delisted. We
intend to seek relisting of our common stock onNSDAQ Global Select Market in connection with beding current with our SEC
reporting obligations. In connection with our annogment of the accounting evaluation, we also becgubject to litigation as discussed in
Item 3 of Part | of this Form 1R: We have also determined that we have materiakmesses in our internal control over financiabrépg, as
discussed in Item 9A of this Form 10-K.

Our revenues and operating results for the yeatsceBecember 31, 2013 and 2012 and our restatedues and operating results for the yea
ended December 2011 have been affected by theraleférevenues from customer transactions occgipiior to 2011. The amortization of
the deferred revenues will affect our operatingiteghrough 2016, when the amortization of def@mevenues from transactions that occurrec
prior to 2011 is expected to be largely complete.




CORPORATE STRATEGY

Technology has enabled almost every aspect of hewws to become increasingly digitized, and aaegien of digitization is having a
massive impact on the media industry and altetiegridustry value chain. At its simplest, the dreaside of the value chain is fusing with the
monetization (business) side. Organizations areupressure to connect and automate the entiréamea-consumption workflow. However,
current technology solutions remain siloed, andinoaps are disconnected from industry needs. Coateators no longer have the ability to
dictate when, where, and how consumers enjoy mé&diday’s consumers are empowered to create andic@nsontent on-demand-anywhere.
anytime. This consumerization has increased theaswscomplexity of monetizing assets. The incréas®sts has increased pressure to
optimize monetization and has led to an increasmirient customization, which in turn leads to dedor new platforms for distribution and
consumption. Together, these factors have causadearse competition for consumer share of walhet @ewership.

Organizations need innovative ways to solve inéngpiechnical and monetization complexity in creatiprotection, and distribution of media
assets, and they need to rely on partners whothav&rategic understanding and technological eigeeio help navigate the challenges they
are facing, and take advantage of the opporturgfgrie them. We believe we are uniquely positiored proven and trusted leader to
effectively help the media industry navigate throtigis period of unprecedented changes.

Avid Everywhert, introduced in April 2013, is our strategic visifar connecting creative professionals and medigmizations with their
audiences in a more powerful, efficient, collabimegtand profitable way. In April 2014, we unveilde details of and first product deliverak
guided byAvid EverywhereTo deliver on this vision, we have developed anatiooie to advance th&vid MediaCentral Platforma set of
modular application suites that together repreaargpen, integrated, and flexible media productiod distribution environment for the media
industry. By fostering an open approach, MediaCentral Platformis designed to provide a standardized foundatiahdbnnects media
creators and distributors together, regardlesshaf makes the tools they use. We believe this furedaatly changes how media organizations
and professionals operate, providing greater fié®ilio choose solutions and customize and scatete-end workflows tailored to meet
specific needs.

Building on theAvid Everywheretrategic vision, in 2014 we reorganized our engstiardware and software products and introduced ne
solutions in three suites, all built upon tiediaCentral Platform With on-premises and cloud-enabled deploymeribogt as well as
subscription, floating, and perpetual licensingstomers have more choice over how they use Avidgtisols. These three suites encompass
audio and video products and solutions and are suined below:

» Artist Suiteencompasses all of our products and tools usedttdeccontent, including digital audio workstatigp£\W), music notatio
software, control surfaces, live sound systemwiediting solutions, and graphics creation systems

» Media Suiteincludes all of our tools and services used to ganprotect, distribute, and monetize media, indgdolutions for
newsroom management, asset management, and ntédtiplaistribution. Over time, we plan to expand tledia Suite to include
metadata tagging, protection and encryption, amdy#os.

» Storage Suiteefers to all of our products and tools used tdwayp store, and deliver media, including onlirerage, nearline storage,
and ingest/playout servers.

Within theMediaCentral Platform we are also developing public and private matkegs to provide ways to sell and share assetgleud
an organization. We are also developingMesliaCentral Platformapplication suites and marketplaces to help sdleeteds of broadcast,
professional video, and professional audio custsrbgroffering an ecosystem that encompasses tltalditedia value chain-from media
production, collaboration, and management, toibistion, monetization, and data and metadata aisalys

ThroughAvid Everywhere we intend to enable broadcast and media custaimers
» streamline disparate workflows using tMediaCentral Platform
e access media everywhere with powerful asset managtesolutions
» collaborate using cloudnabled video productic
» distribute content to a variety of web, mobile, @odial channels; a
» deploy and scale workgroups as needed using waditperpetual, flexible subscription and floatiiognses




ThroughAvid Everywhere we intend to enable post-production facilitiesl amdependent video editors to:

expand their productions using thediaCentral Platform

manage large amounts of media using advanced metiagement solutior
leverage talent everywhere by collaborating viadioeid

accelerate highesolution editorial workflows; at

deploy and scale workgroups as needed using flesibbscription and floating licens

ThroughAvid Everywhere we intend to enable artists, producers, enginsersmd designers, and remixers to:

collaborate via the clou

monetize their content through an interactive,rmkudio marketplace that facilitates connectioresation, and commert
manage, track, and document assets using an opigersal metadata schema,;

store and archive work locally or in the clc

CUSTOMER MARKETS

We provide digital media content-creation prodwstd solutions to customers in the following markets

Broadcast and Media.This market consists of broadcast, governmenttspard other organizations that acquire, creat&gss,
and/or distribute audio and video content to adargdience for communication, entertainment, amglgsd/or forensic purposes.
Customers in this industry rely on workflows thaas content acquisition, creation, editing, disttibn, sales and redistribution and
utilize all content distribution platforms, includj web, mobile, internet protocol television, calsitellite, on-air and various other
proprietary platforms. For this market, we offamage of open products and solutions including Ward- and software-based video-
and audio-editing tools, collaborative workflow aagset management solutions, and graptrieation and automation tools, as wel
scalable media storage options. Our domain expeato allows us to provide customers in this ntankéh a range of professional
and consulting services. We sell into this markedtigh our direct sales force and resellers.

Video and Audio Post and Professionarhis market is made up of individual artists @mtities that create audio and video media
paid service, but do not currently distribute mdadi@nd consumers on a large scale. This indupaigsa wideganging target audien
that includes: independent video editors, facigad filmmakers that produce video media as abasibut are not broadcasters;
professional sound designers, editors and mixeddamilities that specialize in the creation of mufbr picture; songwriters,
musicians, producers, film composers and engingBoscompose and record music professionally; tetans, engineers, rental
companies and facilities that present, record anddrast audio and video for live performances;sandents and teachers in career
technical education programs in high schools, gelieand universities, as well as in post-secondacgtional schools, that prepare
students for professional media production caretise digital workplace. For this market, we offerange of products and solutions
based on thAvid MediaCentral Platformincluding hardware- and software-based creatiedyrction tools, scalable media storage
options and collaborative workflows. Our domain extjse also allows us to provide customers inresket with a broad range of
professional services. We sell into this markedulgh storefront and on-line retailers, as wellhmsugh our direct sales force and
resellers.

PRODUCTS AND SERVICES

Overview

Our software and hardware products and solutichssedl as our services offerings, address the déraeeds, skills and sophistication levels
found within our customer markets.

In April 2014, we unveiled the details of and fisbduct deliverables guided Byid Everywhere our strategic vision for the media and
entertainment industry. This vision seeks to cohoszative professionals and media organizatiotis thieir audiences in more powerful,
efficient, collaborative, and profitable ways. Aarpof this introduction, we launched the nawid

3




MediaCentral Platforn, a set of modular application suites, and newagteiand public marketplaces that together willeéspnt an open,
integrated, and flexible media production and distion environment in the industry.

The introduction ofAvid Everywherand theAvid MediaCentral Platformvas the culmination of a series of significant pradinnovations
delivered during 2013, all of which are componefitthe Avid Everywhereision. Our 2013 product innovations include:

* Avid Media Composer 7, a nonlineagiting solution

e Pro Tools 11, a digital audio workstati

» Avid Interplay Production 3.0 for media productiand asset manageme

e Avid Interplay Pulse for multplatform distribution (rebranded to Media | Distrie in 2014

* ISIS 5500 and 7500 shared storage sys!

» Avid S6, a state-of-thart modular control surface for sound recordingtirgl and mixing; an
e Avid S3L, a portable and compact live sound sys

During 2012, as a result of a strategic reviewwflusiness and the markets we serve, we annoagnsedes of actions to focus on our
broadcast and creative professional customersgawel improved operating performance. These actincisided (i) the divestiture of our
consumer-focused product lines in July 2012, whiath addressed the creative enthusiast marked#; i@ionalization of our business
operations; (iii) and a reduction in force. We rémfamly committed to the professional markets dhe products and services that support ou
broadcast and professional audio and video custorbe strategic actions described above have eshaisito focus on our core business as ¢
provider of video and audio content creation, @istion and monetization solutions for these prsif@sal markets.

We believe that the divestiture of our consumens$aal product lines generated several significavdratages. First, it allowed us to focus our
resources on the professional markets where ountfoexpertise, track-record of innovation and brafidr the greatest opportunity for
success. Second, by aligning the business to foretise broadcast and media market and professiandlpost market, where we anticipated
the strongest market growth, we reduced operaticoraplexity and improved efficiency. Finally, diviegy the consumer-focused businesses
allowed us to improve our cost structure by mowamgy from cost-sensitive consumer products andiotje in lower-growth, lower-margin
markets.

The following table presents our net revenues feomtinuing operations, which includes the amortorabf deferred revenues but excludes th
revenues from our consumer business divested i, 2064 the periods indicated (in thousands):

Year Ended December 31,

2011
2013 2012 (Restated)
Video products and solutions net revenues $ 243,17. $ 276,90¢ $ 298,63
Audio products and solutions net revenues 152,35¢ 201,92: 362,08
Products and solutions net revenues 395,53: 478,83( 660,72(
Services net revenues 167,88: 156,87: 106,16!
Total net revenues $ 563,41. $ 635,70: $ 766,88!

The following table presents our revenues from icaitig operations, which includes the amortizatibleferred revenues but excludes the
revenues from our consumer business divested i8,21type as a percentage of total net revenwes éontinuing operations for the periods
indicated:

Year Ended December 31,

2011
2013 2012 (Restated)
Video products and solutions net revenues 43% 44% 3%
Audio products and solutions net revenues 2% 32% 47%
Total products and solutions net revenues 7C% 75% 86%
Services net revenues 3C% 25% 14%
Total net revenues 10C% 10C% 10C%




Based on our evaluation of the discrete financidrimation that is regularly reviewed by the ctopkrating decision makers, we have
determined that in 2013, 2012 and 2011 (Restatezipperated as a single reporting segment. See@ltdeour Consolidated Financial
Statements in Item 8 of this Form 10-K for furtlegment information as well as additional inforrmatabout the sources of our revenues

Video Products and Solutions

Professional Video Creative Toc

We offer a range of software and hardware videtiregltools for the professional. Our award-winniigdia Composer product line is used to
edit television programs, commercials and filmsjlevbur NewsCutter and iNews Instinct editors agsigned for the fast-paced world of news
production. Avid Symphony Nitris DX is used duritige “online” or “finishing” stage of post-productipduring which the final program is
assembled in high resolution with finished graphigsual effects, color grading and audio tracksApril 2013, we released Media Composer
version 7 and NewsCutter version 11, featuring lacated and simplified file-based workflows inclogioptimized HD delivery from high-
resolution source material and automated mediaatipes. These new versions are designed to extenproduction capabilities of these
solutions and demonstrate our continuing commitri@provide tools that allow for improved creatyénd productivity of the professional
editor. Introduced in 2012, our Interplay Sphereitson (rebranded in 2014 as Media Composer | Qlpuavides real-time access, enabling
broadcast news professionals to acquire, acceissnetifinish stories anytime, from anywhere. Leaging a cloud-based architecture, this
solution gives contributors the ability to crafosés where they are happening and speed them whadée maintaining connectivity with the
newsroom operation. Avid Motion Graphics is our gbete hardware/software graphics solution to cra®#3D on-air graphics.

Revenues from our professional video creative taotounted for approximately 11% , 13% and 16%uofnet revenues from continuing
operations for 2013, 2012 and 2011 (Restatededdvely.

Video Storage and Server Solutions

Our Avid ISIS shared storage systems are real-tipen solutions that bring the power of sharedagt®ito local, regional, national and
multinational broadcasters and post-productiorlifees at competitive prices. Customers can impraNecation of creative resources and
support changing project needs with an open stetogdge platform that includes the ISIS file systeohnology on lower cost hardware,
support for third-party applications and streandimglministration to create more content more agblyl In September 2013, we introduced
ISIS 5500, designed to help small- to mid-sized imedganizations more efficiently deliver highemtjty content by streamlining and
accelerating editorial workflows. In April 2014, w&roduced ISIS 2500 as a new cost-effective tiearstorage solution that allows custon

to extend their library of accessible media as€@ts.on-air solutions include AirSpeed 5000, whéctables broadcasters to automate the
control of ingest devices and the process of pay@hevision programming to air. Introduced in 2@l upgraded in June 2013, the AirSpeec
5000 video server works with a wide range of agpions to improve workflow and provide cost-effitiglay to air capability for broadcasters
of any size.

Revenues from video storage and server solutiocmuated for approximately 25% , 26% and 22% ofratrrevenues from continuing
operations in 2013, 2012 and 2011 (Restated)eotisely.

Media Management Solutio

OurMediaCentral | UX formerly Interplay Central) web- and mobile-baspgsextend the capability of our Interplay assehagament
solutions by providing real-time access to med&etssfor the on-the-go media professional. IntgrMadia Asset Manager, or MAM, allows
users to focus on creating content by giving theentbols to connect their media operations and fiawis, control movement of media
between Interplay MAM and storage systems, configuetadata, and leverage a service-oriented actinigestructure to integrate in-house
and third-party applications. Interplay Productisset Management, or PAM, enhances production tediaboration by coordinating the
collaborative editing workflow of team members atle site, many of whom may be working on the saroggts at the same time. Interplay
PAM also manages the detailed composition of aegta@nd provides the ability to track media, prddurcfile formats and a project’s history.
Interplay solutions are delivered and supportedinycustomer success and professional servicesteam




Revenues from media management solutions accotortegproximately 8% , 9% and 6% of our net reverfiem continuing operations in
2013, 2012 and 2011 (Restated), respectively.

Consumer Videdditing Software

During the third quarter of 2012, we divested comsumer video-editing product lines, including thiemer Avid Studio and Pinnacle Studio
product lines. Revenue attributable to the divestatsumer video-editing product lines is refledtediscontinued operations for all periods
presented.

Audio Products and Solution

Digital Audio Software and Workstation Solutic

Our Pro Tools digital audio software and workstatsolutions facilitate the audio production pro¢éssiuding music and sound creation,
recording, editing, signal processing, integratgmaind mixing and mastering, and reference vidaghack. In April 2013, we released Pro
Tools version 11 featuring a fully redesigned augtigine and 64-bit architecture. The Pro Toolsfgiat supports a wide variety of internally
developed and third-party software plug-ins andgrated hardware. Pro Tools solutions are offetedrange of price points and are used by
professionals and aspiring professionals in mdiia, television, radio, game, Internet and othexdia production environments.

Our Pro Tools HD family of digital audio workstati®, designed to provide high performance, low lateand great sound quality, provides
music production professionals with two powerfuusions, the Pro Tools | HD Native system and tte Pools | HDX system. Our Pro Tools |
HDX workstation represents a new generation of Rrals HD solutions by providing more power, highedio quality, and easier ways to
record, edit and mix demanding audio productio® fost recent addition to our Pro Tools | HD wiatksn family, the Pro Tools | HD
Native Thunderbolt, uses a h-speed Thunderbolt interface to connect to a laptagesktop computer to eliminate monitor latendylev
recording.

Our audio recording interfaces, including our MbBast Track and Eleven Rack products, are designéeliver high audio quality plus hands-
on controls giving musicians the tools to produagaliy recordings in less time. Each interfacevailable as a bundle with Pro Tools software
Pro Tools Express, or standalone for use with gtlepular audio software.

Revenues from digital audio software and workstasiolutions accounted for approximately 17% , 22/ 29% of our net revenues from
continuing operations in 2013 , 2012 and 2011 @ed), respectively.

Control Surfaces, Consoles and L-i8eund Systems

We offer a range of complementary control surfaoes consoles, leveraging the open industry starglatdcol EUCON (Extended User
Control) to provide open solutions that meet thedseof customers ranging from the independent gsadeal to the high-end broadcaster. Our
System 5 digital audio console is a large-formed)able console with power on demand to mix laggdiure films or album projects. The
addition of our EUCON Hybrid option extends the ttohcapabilities of a System 5 console, enablheyuser to bring audio tracks from
multiple digital audio workstations onto the corssurface for mixing. In September 2013, we intazdlour System 6 family of control
surfaces for sound recording, mixing and editingiclv was designed as a state-of-the-art modulatisnlthat scales to meet both current and
future customer requirements. Our Artist Seriegrmbsurfaces offer integrated, hands-on contropfiice-sensitive applications. Compact anc
portable, all control surfaces in the Artist lireafure EUCON, allowing hands-on control of the ssapplications.

Our ICON (Integrated Console) system features th@obtrol and D-Command mixing surfaces, our high;expandable hardware control
surfaces for tactile control of Pro Tools softwarel hardware. Our ICON systems can be customizprbtade a solution for all sizes of
studios, providing from 16 to 80 channels of simn#ous control. An ICON system, integrated withh@ Pools | HD workstation and input-
output and pre-amplification peripherals, providasend-to-end solution for audio professionals.

Our VENUE product family includes console systewrsrhixing audio for live sound reinforcement fomeerts, theater performances and
other public address events. We offer a range dfIWE systems designed for large performance settsygsh as stadium concerts, as well as
medium-sized theaters and houses of worship. VENYy#fems allow the direct integration of Pro To@kisons to create and playback live
recordings. In January 2012, we extended the VERtly with the release of the VENUE SC48 Remotst8yn. The VENUE SC48 Remote
System features the VENUE SCA48 digital consoleepaivith the




VENUE Stage 48 remote box, enabling the user toepiiaput/output devices away from the console doskc to the sources, eliminating cable
clutter.

Building on the technology that is core to the IC@l System 5 product families, in September 20 Zmnounced a new addition to our
family of control surfaces for sound recording, mixand editing, Avid S6. Avid S6 is designed fad® professionals in demanding
production environments, delivering the performaneeded to complete projects faster while produhigh quality mixes. Because Avid S6
features a modular design, it provides mixing pssienals with a scalable solution that has fleitibih the number and placement of faders,
knobs, and other controls on its surface.

In May of 2013, we introduced Avid S3L, which daig the sound quality, performance, and featurdssif live systems in a modular,
networked design. The open and flexible systenomsprised of a high-performance HDX-powered mix eaegiunning VENUE software and
AAX DSP plug-ins, scalable remote 1/0, a compactIN-enabled control surface, and Pro Tools softd@rentegrated live sound mixing
and recording. The streamlined networked desigpl#ies system set-up and configuration with drawgialrop functionality, while direct Pro
Tools recording and mixing capabilities open oppuittes for live album releases. The compact S3&t&y can be taken on tour or installed ir
clubs, theaters, houses of worship, or other perdoice venues to meet a broad range of demands.

Revenues from control surfaces and live systemsumted for approximately 9% , 11% and 12% of ourreeenues from continuing
operations in 2013, 2012 and 2011 (Restated)eotisely.

Notation Softwart

Our Sibelius-branded software allows users to etestit and publish musical scores. Sibelius sofvisused by composers, arrangers and
other music professionals. Student versions acealailable to assist in the teaching of music aositipn and score writing. The newest
version of our musical notation software, Sibelfugeatures a task-oriented user interface anden&d-bit performance. We also offer Avid
Scorch, an application for the Apple iPad mobileicke that turns an iPad into an interactive sciimafy with access to sheet music through ar
in-app store with more than 150,000 premium titles.

Consumer Audio Products

During the third quarter of 2012, we divested comsumer audio product lines, including our deslang studio monitors and MIDI
keyboard/controller product lines. Revenue attabig to the divested consumer audio product lisesflected in discontinued operations for
all periods presented.

Professional Services and Customer Succ

Our Professional Services team delivers workflosigie and consulting; program and project managensgsatem installation and
commissioning; and role-based product level trgjinithe Professional Services team facilitates tigagement with our customers to
maximize their investment in technology; incredsartoperational efficiency; and enable them taiseddeployment risk and implement our
solutions.

Our Customer Success team provides customers widiitaer committed to giving them help and suppdn they need it. We offer a vari
of services contracts and support plans, allowahecustomer to select the level of technical gretational support that they need to main
their operational effectiveness. Our global CustoBugecess team of more than 300 in-house and plairgy-industry professionals offers a
blend of technology expertise and real-world e>grare from throughout the audio, visual, and eritertant industries. The team’s mission is
to provide timely, informed responses to our custhissues and proactive maintenance for ourisolsito help our customers maintain high
standards of operational effectiveness.

COMPETITION

Our customer markets are highly competitive andesitilto rapid change and declining average sepiinges. The competitive landscape is
fragmented with a large number of companies progdiarious types of products and services in difiemarkets and geographic areas. We
provide integrated solutions that compete basemiahvalue workflow, features, quality, servicedgrice. Companies with which we compete
in some contexts may also act as our partnershigr @bntexts, such as large enterprise customémoanvents.




Companies that compete with us across certainopamducts and solutions are listed below by theketan which they compete:

* Broadcast and Media: The Associated PressBaiden Inc., Bitcentral Inc., Dalet S.A., EVS Coration, Harmonic Inc., Imagine
Communications Corp, Ross Video Limited and Vizd.L. among others.

» Audio and Video Post and Professional: Ableton A@Gtodesk Inc., Blackmagic Design Pty Ltd, Harmatefnational Industries Inc
Steinberg Media Technologies GmbH, Universal Audim and Yamaha Corporation, among others.

In addition, we compete across both previously mastd markets with companies such as Adobe Sysierosporated, Apple Inc., Editshare
LLC, Quantel Limited and Sony Corporation.

Some of our principal competitors are substantialtger than we are and have greater financidhrieal, marketing and other resources than
we have. For a discussion of these and other sisksciated with our competitors, see Item 1A, “FHaktors.”

OPERATIONS
Sales and Services Channe

We market and sell our products and solutions tinaaucombination of direct and indirect sales cleésrOur direct sales channel consists of
internal sales representatives serving select swestand markets, as well as our e-commerce salgsams. Our indirect sales channels
include global networks of independent distributeedue-added resellers, dealers and retailers.

We have significant international operations witfices in 21 countries. Sales to customers outiddUnited States accounted for 61% , 61%
and 59% , respectively, of our net revenues frontinaing operations in 2013 , 2012 and 2011 (Red)at\dditional information about the
geographic breakdown of our revenues and long-lassstts can be found in Note Q to our Consolidateaihcial Statements in Item 8 of this
Form 10-K. For additional information about riskssaciated with our international operations, sem 1A, “Risk Factors” in Item 1A of this
Form 10-K.

We generally ship our products shortly after theeiet of an order. However, a high percentage ofrevenues has historically been generatec
in the third month of each fiscal quarter and com@ged in the latter part of that month. Ordeet thay exist at the end of a quarter and have
not been shipped are not recognized as revenuesrariadcluded in revenue backlog.

Certain orders included in revenue backlog mayebleiced, canceled or deferred by our customerstiifiireg of the recognition of revenue
backlog is based on current estimates and couldgehbased on a number of factors, including (i}titméng of delivery of products and
services, (i) customer cancellations or changexdiii) changes in the estimated period of timplied Maintenance Release PCS is prov
to customers or (iv) changes in accounting stargdargbolicies. As there is no industry standardnitédn of revenue backlog, our reported
revenue backlog may not be comparable with otherpamies. Additional information on our revenue Baglcan be found in “Management’s
Discussion and Analysis of Financial Condition &weksults of Operation.”

We provide customer service and support directigugh regional in-house and contracted supporecsmnd major-market field service
representatives and indirectly through dealersjeraldded resellers and authorized third-party semioviders. Depending on the solution,
customers may choose from a variety of supportiofis, including telephone and online technicalpgrp on-site assistance, hardware
replacement and extended warranty, and softwareadpg. In addition to support services, we offeraad array of professional services,
including installation, integration, planning amahsulting services, and customer training.

In September 2013, we announced the creation diviteCustomer Association, or ACA, an initiativesigned to provide strategic leadershif
to the media industry, collaborate with industrgders and visionaries, and deepen relationshipgeletus and our customers. The
multifaceted program engages our network of brosicaeative, and media customers to address i$aciag the media industry today. The
inaugural event of the ACA was held in April 201#ead of the 2014 National Association of Broadeastenference. With over 1,000
broadcast, pro video, and pro audio leaders, tdogyp@nd creative professionals, and industry grficers in attendance from 43 countries, we
view the launch of the Avid Customer Associatiorttesstart of a new era of strategic leadershih@imedia industry.




Manufacturing and Suppliers

Our internal manufacturing operations consist pritpaf the testing of subassemblies and componpuitshased from third parties, the
duplication of software, and the configurationaliassembly and testing of board sets, softwal&tehardware components and complete
systems. In addition to our internal manufactuidpgrations, we rely on a network of contractorsiadothe globe to manufacture many of our
products, components and subassemblies. Our psododergo testing and quality assurance at thedssembly stage. We depend on sole-
source suppliers for certain key hardware prodantmonents and finished goods, including some afittems. Although we have procedures
in place to mitigate the risks associated withsnle-sourced suppliers, we cannot be certain teawill be able to obtain sole-sourced
components or finished goods from alternative seppbr that we will be able to do so on commelgigdasonable terms without a material
impact on our results of operations or financiaipon. For the risks associated with our use aoft@tors and sole-source vendors, see “Risk
Factors” in Iltem 1A of this Form 10-K.

Our company-operated manufacturing facilities, ity for final assembly and testing of certainguots, are located in: Dublin, Ireland and
Mountain View, California. Our Dublin facility isSO 14001Environmental Management Systeoertified.

We and our contract manufacturers manufacture mdygts at a relatively limited number of differéatilities located throughout the world,
and, in most cases, the manufacturing of each iopmducts is concentrated in one or a few locatiém interruption in manufacturing
capabilities at any of these facilities, as a riesiéquipment failure or other reasons, could ceddelay or prevent the production of our
products. Because some of our manufacturing ocontract manufacturer’'s operations are locatedaritsf the United States, including in
Ireland, China and Thailand, those manufacturingrajions are also subject to additional challeragekrisks associated with international
operations. For these and other risks associatbdwr manufacturing operations, see “Risk Faétordtem 1A of this Form 10-K.

Research and Developme

We are committed to delivering best-in-class digitadia content-creation solutions that are desidoethe unique needs, skills and
sophistication levels of our target customer markidaving helped establish the digital media tetmoindustry, we are building on a 25+-
year heritage of innovation and leadership in dgelg conter-creation solutions. We have research and developraeR&D, operations
around the globe. Our R&D efforts are focused @davelopment of digital media content-creatiostritiution, and monetization tools that
operate primarily on the Mac and Windows platfor@ar R&D efforts also include networking and staragjtiatives intended to deliver
standards-based media transfer and media assefemeat tools, as well as stand-alone and netwadakiztd media storage systems for
workgroups. In addition to our internal R&D effartge outsource a significant portion of certain Rgjects to internationally based partner:
in Kiev, Ukraine and Thailand. Our R&D expenditufes 2013 , 2012 and 2011 (Restated) were $95.omil $98.9 million and $111.1

million , respectively, which represented approxiehal7% , 16% and 14% , respectively, of our egenues from continuing operations. For
the risks associated with our use of partners BIDRrojects, see “Risk Factors” in Item 1A of thisrm 10-K.

Our company-operated R&D operations are locateBumtington, Massachusetts; Daly City, Californidountain View, California; Munich,
Germany; Kaiserslautern, Germany; and Montreal a@anWe also partner with a vendor in Ukraine fssourced R&D services and a ven
in Thailand for hardware R&D services.

Intellectual Property

We regard our software and hardware as propriatadyprotect our proprietary interests under theslafypatents, copyrights, trademarks and
trade secrets, as well as through contractual gias.

We have obtained patents and have registered gygritrademarks and service marks in the UnitateStand in many foreign countries. At
December 31, 2013, we held 177 U.S. patents, wiira&ion dates through 2032, and had 37 patenicapions pending with the U.S. Patent
and Trademark Office. We have also registered plieghto register various trademarks and serviceksia the United States and a number of
foreign countries, including Avid, Avid Everywhefmdedia Composer, Pro Tools and Sibelius. As a teldgy company, we regard our
patents, copyrights, trademarks, service markdragg secrets as being among our most valuablésassgether with the innovative skills,
technical competence and marketing abilities ofpmrsonnel.

Our software is licensed to end users pursuartiriaklswrap, embedded, click-through or signed pdisense agreements. Our products
generally contain features to guard against unaizéha use. Policing unauthorized use of computéinwsoe is difficult,

9




and software piracy is a persistent problem foragst is for the software industry in general.sSThioblem is particularly acute in some of the
international markets in which we operate. Althowghattempt to protect our intellectual properghts through patents, trademarks,
copyrights, licensing arrangements, maintainingatetechnology as trade secrets and other measuessannot assure you that any patent,
trademark, copyright or other intellectual propeights owned by us will not be invalidated, circeented or challenged, that such intellectual
property rights will provide competitive advantagess, or that any of our pending or future pasgrglications will be issued with the claims,
or the scope of the claims, sought by us, if atvel cannot assure you that others will not devédopnologies that are similar or superior to
our technology, duplicate our technology or desigund the patents that we own. In addition, eiffegbatent, copyright and trade secret
protection may be unavailable or limited in couggrin which we do business or may do businessifutture. For these and other risks
associated with the protection of our intellector@perty, see “Risk Factors” in Item 1A of this Fof0-K.

HISTORY AND EMPLOYEES

Avid was incorporated in Delaware in 1987. We azadguartered in Burlington, Massachusetts, withragjpms in North America, South
America, Europe, Asia and Australia. At DecemberZ113, our worldwide workforce consisted of 1,4r8ployees and 380 external
contractors, and at June 30, 2014 our workforceisted of 1,409 employees and 414 external coonsct

AVAILABLE INFORMATION

We make available free of charge on our webgitew.avid.com, copies of our Annual Reports on Form 10-K, ouaf@erly Reports on Form
10-Q, our Current Reports on Form 8-K and all amests to those reports as soon as practicableféifigrwith the Securities and Exchange
Commission, or SEC. Additionally, we will provideyper copies of all of these filings free of chamgen request. Alternatively, these reports
can be accessed at the SEC’s Internet websitevatsec.gov. The information contained on our web site shatllve deemed incorporated by
reference in any filing under the Securities Actrer Exchange Act.
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ITEM 1A. RISK FACTORS

You should carefully consider the risks and undatis described below in addition to the othepmfation included or incorporated by
reference in this Form 10-K before making an inwestt decision regarding our common stock. If antheffollowing risks were to actually
occur, our business, financial condition or opengtiresults would likely suffer, possibly materiatlye trading price of our common stock cc
decline, and you could lose part or all of youréstment. Additional risks and uncertainties thatase unaware of, or that we currently beli¢
are not material, may also become important factbet adversely affect our business.

Risks related to our restatement, accounting reviewinternal controls and delisting

We have identified control deficiencies that indivdually and when aggregated represent material wealasses in our internal control

over financial reporting and have concluded that ouinternal control over financial reporting and our disclosure controls and
procedures were not effective as of December 31,18) If we fail to properly remediate these or anydture weaknesses or deficiencies or
maintain proper and effective internal controls, ou ability to produce accurate and timely financial statements could be impaired and
our reputation could be harmed, which could negatiely impact our stock price and damage our business.

We have concluded that our internal control oveafiicial reporting was not effective as of Decen#igr2013 due to the existence of material
weaknesses in such controls, and we have alsoum®ttkhat our disclosure controls and procedures net effective as of December 31, 2
due to material weaknesses in our internal cowtvel financial reporting. In the second quarte2@13, we determined that we needed to
restate revenue for millions of customer transastir interim and annual periods ended duringoitéods from January 1, 2005 to Septembe
30, 2012 (the Restatement Periods) to correcteimoour historically issued financial statememsaddition, certain other adjustments arose il
the Restatement Periods that were deemed matedabare adjusted in the restated financial statésrfen the Restatement Periods. The el

in the misapplication of GAAP over revenue recagnitand the other errors identified resulted fraesal control deficiencies that were in
existence during the Restatement Periods and ariteer 31, 2013, as described in Part Il, Item $¥gritrols and Procedures,” of this Annual
Report on Form 10-K.

While we initiated meaningful remediation effontss2013 to address the identified weaknesses, diletsignificant attention and efforts
devoted to the revenue restatement project, we marable to fully implement new control proceduassof December 31, 2013 and we cannc
assure you that our remediation efforts will becadee to allow us to conclude that such controlshei effective as of December 31, 2014.
also cannot assure you that additional materiakmesses in our internal control over financial mtipg will not arise or be identified in the
future. We intend to continue our control remediatctivities and also to continue to improve gperational, information technology,
financial systems, and infrastructure, procedunesantrols, as well as to continue to expandninatain, and manage our personnel who are
essential to effective internal control. In doirg we will continue to incur expenses and expendagament time on compliance-related
issues.

If we fail to successfully remediate our materigaknesses and implement appropriate controls, wenwtzhe able to prevent or detect a
material misstatement in our financial statements eimely basis or at all. Such misstatementsccoegult in a future restatement of our
financial statements, could cause us to fail totroaereporting obligations, or could cause investo lose confidence in our reported financia
information, leading to a decline in our stock prar litigation. Furthermore, our reputation cob&tlharmed and our customers’ and partners’
confidence in us may be impaired, all of which doddmage our business. For a discussion of therialateeaknesses, please see Part Il, Itemr
9A, “Controls and Procedures,” of this Form 10-K.

The extraordinary processes underlying the preparaon of the financial statements contained in thiseport may not have been adequa
and our financial statements remain subject to theisk of future restatement.

The completion of our audits for the years endeddb@er 31, 2012, and 2013, the restatement ofimamdial statements for the years ended
December 31, 2011, and the accounting review uakientin connection therewith, involved many mormtheeview and analysis, including an
evaluation of more than 700 software updates amghtbper application of generally accepted accagrrinciples, or GAAP, and other
accounting rules and pronouncements. Given the Exitypand scope of these exercises, and notwitkigtg the very extensive time, effort,
and expense that went into them, we cannot assuréhat these extraordinary processes were adequttat additional accounting errors will
not come to light in the future in these or otheras.
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If additional accounting errors come to light irras reviewed as part of the extraordinary processasibed above, future review or otherw
or if ongoing interpretations of applicable accaugtules and pronouncements result in unanticipab@nges in our accounting practices or
financial reporting, we may be required to restatefinancial statements, which could cause usitdd meet our reporting obligations and
cause investors to lose confidence in our repditaghcial information. These consequences coultlrin, lead to a decline in our stock price,
litigation, harm to our reputation, and a loss @fifidence in us by our customers and partnersfalihich could damage our business.

We cannot assure you that our regular financial steement preparation and reporting processes are or iV be adequate or that future
restatements will not be required.

As discussed in the preceding risk factor, the @ees underlying the preparation of the finanté&ikments contained in this report were
extraordinary. While we expect to continue to refythese extraordinary processes to prepare outeglysand annual financial statements
during the year ending December 31, 2014, we expattve will also increasingly rely on our regufiancial statement preparation and
reporting processes. While we have significantlgraied and enhanced these regular processes (abel@sisewhere in this report), as of the
filing date of this report, previously identifiedaterial weaknesses in our internal control oveaiial reporting have not have been fully
remediated and we continue to:

* make changes to our finance organiza

e adopt new accounting and reporting processes audg@ures

e enhance our revenue recognition and other existiiwgunting policies and procedu

e introduce new or enhanced accounting systems agses; at

e improve our internal control over financial repog.

Many of these changes and enhancements to oularggalkcesses are ongoing as of the filing datkisfreport and we continue to assimilate
the complex and pervasive changes we have alreadg.nVe cannot assure you that the changes andaamhants made to date, or those tha
are still in process, are adequate, will operatexpgcted, or will be completed in a timely fash{drstill in process). As a result, we cannot
assure you that we will not discover additionabesy that future financial reports will not contaimaterial misstatements or omissions, that
future restatements will not be required, that vilklwe able to timely complete our remaining SEh{s for periods subsequent to this report,
or that we will be able to stay current with oupegting obligations in the future.

We have been named in class action lawsuits relatéal the circumstances that gave rise to our extenddiling delay and restatement,
and such delays and restatement continue to creatiee risk of further litigation against us, which cauld be expensive and could damage
our business.

We and certain of our former executive officersdnaeen named in class action lawsuits relatingita@statement. The pending litigation, and
any future litigation or action that may be fileglénst us, our current or former directors or @&ificmay be time consuming and expensive, an
may distract management from the conduct of ouinless. Any such litigation or action could have @enial adverse effect on our business,
financial condition, and results of operations, amay expose us to costly indemnification obligasiém current or former officers, directors, or
other personnel, regardless of the outcome of matter.

We are the subject of SEC and Department of Justiciquiries relating to the accounting issues givingise to our restatement. These
government inquiries or any future inquiries to which we may become subject could result in penaltiesd/or other remedies that could
have a material adverse effect on our financial catition and results of operation.

We are the subject of SEC and U.S. Attorney’s @ffir the District of Massachusetts or, DOJ, inigsirelating to the accounting matters
giving rise to the restatement. We have fully caaped, and intend to continue to fully cooperdtealled upon to do so, with the SEC and the
DOJ regarding this matter. We have no assuranteitgaor both will not further pursue the matter.

We cannot predict the outcome of any of the fonegainresolved proceedings or whether we will fadaiteonal government inquiries,
investigations, or other actions related to thesgtlver matters. An adverse ruling in any SEC amorent action or other regulatory proceet
could impose upon us fines, penalties, or otheerdes, which could have a material adverse effeduw results of operations and financial
condition. Even if we are successful in defendiggiast an SEC enforcement action or other regylgiayceeding, if any, such an action or
proceeding may be time consuming, expensive, astcadiing from the conduct of our business andatbalve a material adverse effect on oul
business, financial condition, and results of ofi@na. In
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the event of any such action or proceeding, we alsy become subject to costly indemnification adtiigns to current or former officers,
directors, or employees, who may not be coveremhéyrance.

We may not have sufficient insurance to cover ouidbility in any current or future litigation claims either due to coverage limits or as a
result of insurance carriers seeking to deny covegge of such claims.

We face a variety of litigation-related liabilitisks, including liability for indemnification of (el advancement of expenses to) current and
former directors, officers, and employees undetagricircumstances, pursuant to our certificatenobrporation, bylaws, other applicable
agreements, and/or Delaware law.

Our directors and officers were included in a divseand officer liability insurance policy, whicloeers all our directors and officers. Our
insurance coverage under our policies may not bguate to cover any indemnification or other claémainst us. In addition, the underwriters
of our present coverage may seek to avoid covaragertain circumstances based upon the termseafetbpective policies, in which case we
would have to self-fund any indemnification amoumiged to our directors and officers and bear ahgmotininsured liabilities.

If we do not have sufficient directors and officersurance coverage under our present or histdrisarance policies, or if our insurance
underwriters are successful in avoiding coveragey@sults of operations and financial conditionldde materially adversely affected.

The delay in completing our financial statements, red any future failure to timely file required periodic reports with the SEC, may
adversely affect our ability to raise, and the costf raising, future capital.

Prior to the filing of this Form 10-K and the quety reports for fiscal year 2013 and the first @edond quarters of 2014, our financial
reporting is delinquent. We are therefore unabletgster securities for sale by us or for resglether security holders, which adversely
affects our ability to raise capital. We will bealole to register securities for sale by us or ésate by other security holders during any period
when we are delinquent in our filing obligations.addition, after we become current in our repgrtibligations, we will remain ineligible to
use Form S-3 to register securities until we hawely filed all periodic reports under the  Bange Act for at least 12 calendar months.
During such time, we would need to use Form S+Ekgister securities with the SEC (whether for adpiising transactions by us or to permit
the resale of our securities by security holders)ssue such securities in private placementbeEbf these alternatives entails greater costs,
and may require more time to effect, than regisgeshares on Form S-3. As a result, our abilitsatse capital, and the cost of raising future
capital, could be adversely affected.

We cannot assure you that our common stock will bee-listed, or that once re-listed, it will remain isted.

As a result of the delay in filing our periodic cefs with the SEC, we were unable to comply with likting standards of NASDAQ and our
common stock was suspended from trading effectalmirary 25, 2014 and formally disted effective May 2, 2014. Following the filira§ our
delayed periodic reports, we intend to apply ttiseeur common stock with NASDAQ; however, theemde no assurance that we will be |
to re-list our common stock in an expeditious maroret all. Even if our common stock is re-listadjess we are able to timely comply with
our SEC reporting obligations in the future, oumeoon stock may again be de-listed. If we canndistesur common stock or if it is de-listed
again in the future, the price of our common stedklikely be adversely affected and there mayabdecrease in the liquidity of our common
stock.

Risks Related to Our Business and Industry

If we are unable to successfully execute on our bingss transformation, our business, financial condion, and results of operations coul
be adversely affected.

Following our management change in early 2013, tadexs] a significant business transformation preedsh the goal of achieving long-term
growth. As part of this process, we adopted a nurobkey strategic initiatives to drive revenuegth, improve our long-term profitability,
effect a cultural transformation at our company egdefine and develop our products and servicefyding the introduction ofvid

Everywhere. The implementation of some of these initiativesymequire additional capital that we may not haveess to on reasonable terms
or at all. Moreover, the pace and scope of thissfiamation increases the risk that not all of stuategic initiatives will deliver the expected
benefits within the anticipated time frames, or at

13




all. If we are unable successfully to execute ontansformation, our business, financial conditiand results of operations could be adver
affected.

We operate in highly competitive market, and our copetitors may be able to draw upon a greater deptland breadth of resources than
those that are available to us.

We operate in highly competitive markets charazegtiby pressure to innovate, expand feature sdtfuactionality, accelerate new product
releases and reduce prices. Markets for certaiuoproducts also have limited barriers to entilyerE is an additional risk of consolidation
among our competitors, which could result in feweore effective competitors. Customers considerynfiactors when evaluating our produ
relative to those of our competitors, includingamation, ease of use, price, feature sets, funalityn reliability, performance, reputation, and
training and support, and we may not compare fdlgragainst our competitors in all respects. Ogtament process may have had a
negative impact on our reputation among our custeng&me of our current and potential competitanseHonger operating histories, greater
brand recognition and substantially greater finaln¢echnical, marketing, distribution and suppesources than we do. As a result, they may
be able to deliver greater innovation, respond ngoiiekly to new or emerging technologies and charigenarket demand, devote more
resources to the development, marketing and sdleofproducts, successfully expand into emerginmd other international markets, or price
their products more aggressively than we can.

If our competitors are more successful than wearadeveloping products or in attracting and retagntustomers, our financial condition and
operating results could be adversely affected.

The rapid evolution of the media industry is changig our customers’ needs, businesses and revenue rals] and if we cannot anticipate
or adapt quickly, our business will be harmed.

The media industry has rapidly and dramaticallpdfarmed over the past few years and is contintardp so as free content, minimal entry
costs for creation and distribution, and the exjmmsf mobile devices have become prevalent. Assalt, our traditional customers’ needs,
businesses and revenue models are changing, ofteayis that deviate from our core strengths arditiomal bases. If we cannot anticipate
these changes or adapt to them quickly, our busiwéksbe harmed. For example, our customers haaltress the increasing digitization of
the media industry, which requires the creation afore seamless value chain between content anestth monetization. Furthermore, bec:
of the consumerization of the media industry, themore pressure to create media that can bepeped in a variety of ways in an efficient
manner. As a result of these industry changesitiadl advertising channels are also facing cofitipatfrom web and mobile platforms and
diminished revenues from traditional advertisindgl eause some customers’ budgets for the purchiasarsolutions to decline; this may be
particularly true among local television statiowhich in the past have been an important custontrstry for us. Additionally, our customers
may also seek to pool or share facilities and nessuwith others in their industry and engage witbviders of software as a service.

While we continually assess new products and swiatfor our customers and are in the process aldping ourAvid Everywherastrategy

and platform designed to address changes in thusindby offering an open platform that will enapkeople to connect, collaborate, store,
manage, distribute, share and monetize media a#isetshanges in the industry may reduce demansbioie of our existing products and
services. Our competitive landscape continues ¢dvevas the media industry rapidly evolves. Newman-traditional competitors may arise or
adapt in response to this evolution of the mediastry, which could create downward price pressareur products and solutions and reduce
our market share and revenue opportunities.

Our success depends in significant part on our abiy to provide innovative products and solutions inresponse to dynamic and rapidly
evolving market demand.

To succeed in our market, we must deliver innoeatirxoducts and solutions. Innovation requires ltledh we accurately predict future market
trends and customer expectations and that we quaaldpt our development efforts in response. We leds’e the challenge of protecting our
product roadmap and new product initiatives froakketo competitors that might reduce or eliminatg ianovative edge that we seek to gain.
Predicting market trends is difficult, as our marisedynamic and rapidly evolving. Additionally vgin the complex, sophisticated nature of ou
solutions and our typically lengthy product deveh@mt cycles, we may not be able to rapidly changgpooduct direction or strategic course.
If we are unable to accurately predict market teemidadapt to evolving market conditions, our &ptd capture customer demand will suffer
and our market reputation and financial performamitiebe negatively affected. Even to the extentwake accurate predictions and possess
the requisite flexibility to
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adapt, we may be able to pursue only a handfubs$iple innovations as a result of limited resosir€ur success, therefore, further depends
on our ability to identify and focus on the mostipising innovations.

When we do introduce new products, our successndispen our ability to manage a number of risks @aged with new products including t
not limited to timely and successful product launtiarket acceptance, and the availability of preslircappropriate locations, quantities and
costs to meet demand. For example, we have foausgphificant part of our development efforts onaleping our Avid Everywhere Platfor|
discussed in the preceding risk factor. There @andassurance that these efforts will be sucdessfiue near future, or at all, or that our
competitors will not take significant market sharsimilar efforts. If we fail to develop new pratis and to manage new product introduction:
and transitions properly, our financial conditiordabperating results could be harmed.

Our international operations expose us to legal, gulatory and other risks that we may not face in tle United States.

We derive more than half of our revenues from austs outside of the United States, and we relyoogidn contractors for the supply and
manufacture of many of our products. We also consignificant research and development activitiesrseas, including through third-party
development vendors. For example, a significant giaour research and development is outsourcednitractors operating in Kiev, Ukraine
and Thailand. Our international operations areexttip a variety of risks that we may not facehia tnited States, including:
. the financial and administrative burdens assedigith compliance with a myriad of environmentak and export laws, as well
as other business regulations in foreign jurisditgi including high compliance costs, inconsistesie@imong jurisdictions, and a
lack of administrative or judicial interpretativeigance;
. reduced or varied protection for intellectual pndpeights in some countrie
. regional economic downturr
. economic, social and political instability abroadlanternational security concerns in gent
. fluctuations in foreign currency exchange re
. longer collection cycles for accounts receivablgnpant cycles and difficulties in enforcing contis
. difficulties in managing and staffing internatad implementations and operations, and executimguosiness strategy
internationally;
. potentially adverse tax consequences, inclutisgcomplexities of foreign value added or oth&rdgstems and restrictions on
the repatriation of earnings;
. increased financial accounting and reporting busderd complexitie
. compliance with the applicable laws and regalai including, for example, the U.S. Foreign Cptiiractices Act, or FCPA,
and the U.K. Bribery Act, particularly in emergintarket countries;
. difficulties in maintaining effective internal cants over financial reporting and disclosure colst
. costs and delays associated with developing prednehultiple languages; a
. foreign exchange controls that may prevent or lwonit ability to repatriate income earned in foremgarkets

Our overall success in international markets deggindpart, on our ability to succeed in differilegal, regulatory, economic, social and
political conditions. We may not be successfuléveloping, implementing or maintaining policies aticitegies that will be effective in
managing these risks in each country where we dmbss. Our failure to manage these risks sucdissficluding developing appropriate
contingency plans for our outsourced research andldpment work, could harm our international operes, reduce our international sales
increase our costs, thus adversely affecting osinless, operating results and financial condition.

We have a significant relationship with a developm& vendor operating in Kiev, Ukraine and manufacturing vendors operating in
China and Thailand, and changes to those relationgbs may result in delays or disruptions that coulcharm our business.

We rely on an offshore software development veridiodeveloping and servicing our products primafitym its offices in Kiev, Ukraine and
manufacturing vendors for manufacturing certaiowf products and developing hardware primarily mn@ and Thailand. If one of those
vendors were, for any reason, to cease or experigigaificant disruptions in its operations, amatigers as a result of political unrest, we
might be unable to replace it on a timely basisaitomparably priced provider. We would also havexpend time and resources to train an
new development or manufacturing vendor. If anthefvendors were to suffer an interruption in iisibess, or experience delays, disruptions
or quality control problems in development or
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manufacturing operations, or if we had to changeelbpment or manufacturing vendors, our abilityptovide services to our customers would
be delayed and our business, operating resultéirzantial condition would be adversely affected.

We operate in many different jurisdictions and we ould be adversely affected by violations of the U.Foreign Corrupt Practices Act,
the U.K. Bribery Act and similar foreign anti-corru ption laws.

The FCPA, and similar foreign anti-corruption lagenerally prohibit companies and their intermeegfrom offering, promising, authorizing,
or making payments to foreign officials for the pose of influencing any act or decision of suclicadf in his or her official capacity, inducing
the official to do any act in violation of his oehlawful duty, or to secure any improper advantagebtaining or retaining business. Recent
years have seen a substantial increase in thelgloftacement of ar-corruption laws, with more frequent voluntary sei§closures by
companies, aggressive investigations and enforcepneceedings by both the DOJ and the SEC resutimgcord fines and penalties,
increased enforcement activity by non-U.S. reguatand increases in criminal and civil proceedimgright against companies and
individuals.

Our internal policies mandate compliance with thasi-corruption laws. We operate in many partthefworld that are recognized as having
governmental corruption problems to some degreendrage local customs and practices may not fostiet sompliance with anti-corruption
laws. Our continued operation and expansion outbidéJnited States could increase the risk of sumlations in the future. Despite our
training and compliance programs, we cannot assurghat our internal control policies and procesuwill protect us from unauthorized
reckless or criminal acts committed by our empleyeeagents. In the event that we believe or hasean to believe that our employees or
agents have or may have violated applicable amtiiption laws, including the FCPA, we may be regdito investigate or have outside
counsel investigate the relevant facts and circantgts, which can be expensive and require signtfib@e and attention from senior
management. Violations of these laws may resugeirere criminal or civil sanctions, which couldrdjst our business and result in a material
adverse effect on our reputation, business, restitiperations or financial condition.

Our engagement of contractors for product developmat and manufacturing may reduce our control over those activities, provide
uncertain cost savings and expose our proprietaryssets to greater risk of misappropriation.

We outsource a portion of our software developnaadtour hardware design and manufacturing to cotatrs, both domestic and offshore.
These relationships provide us with more flexil@saurce capabilities, access to global talent astisavings, but also expose us to risks that
may not exist or may be less pronounced with redgpeaur internal operations. We are able to eseroinly limited oversight of our
contractors, including with respect to their engimeg and manufacturing processes, resource albmsatdelivery schedules, security
procedures and quality control. Language, cultana time zone differences complicate effective rgangent of contractors that are located
abroad. Additionally, competition for talent in tan locations may lead to high turnover rates thsitupt development or manufacturing
continuity. The manufacturers we use also manufagitoducts for other companies, including our cetitgrs. Our contractors could choose
to prioritize capacity for other users, increase fhices they charge us or reduce or eliminate/elédis to us, which could have a material
adverse effect on our business. Moreover, if anyuofthird-party manufacturing suppliers suffer aaynage to facilities, lose benefits under
material agreements, experience power outagessldtikient capacity to manufacture our productssceinter financial difficulties or are
unable to secure necessary raw materials from shpipliers, or suffer any other disruption or retrcin efficiency, we may encounter supply
delays or disruptions. Pricing terms offered bytcactors may be highly variable over time reflegtiamong other things, order volume, local
inflation and exchange rates. For example, dutiregpiast few years, including in 2013, most of autsourced manufacturers have been in
China, where the cost of manufacturing has beemrasing and labor unrest and turn-over rates atifaaturers have been on the rise. Some «
our contractor relationships are based on contvdtdte others operate on a purchase order basissemae do not have the benefit of written
protections with respect to pricing or other catiterms.

Many of our contractors require access to ourlet&lal property and our confidential and propmgiaformation to perform their services.
Protection of these assets in relevant offshorations may be less robust than in the United Stittlesmust rely on policies and procedures
have instituted with our contractors and certainficentiality and contractual provisions in our tkgn agreements, to the extent they exist, for
protection. These safeguards may be inadequatetemnt breaches. If a breach were to occur, availelgal or other remedies may be limited
or otherwise insufficient to compensate us for eesulting damages.
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Certain of our contractor relationships involve gdax and mission-critical dependencies. If anyhef preceding risks were to occur, we might
not be able to rapidly wind down these relationstapquickly transition to alternative providers.

We obtain hardware product components and finishedjoods under sole-source supply arrangements, andadisruptions to these
arrangements could jeopardize the manufacturing odistribution of certain of our hardware products.

Although we generally prefer to establish multi-smusupply arrangements for our hardware produtipcments and finished goods, multi-
source arrangements are not always possible oeffestive. We consequently depend on sole-sourppliers for certain hardware product
components and finished goods, including somecatittems. We do not generally carry significantentories of, and may not in all cases f
guaranteed supply arrangements for, these soleaitems. If any of our sole-source suppliers viereease, suspend or otherwise limit
production or shipment (due to, among other thingggroeconomic events, political crises or nataranvironmental disasters or other
occurrences), or adversely modify supply termsriming, our ability to manufacture, distribute asetvice our products may be impaired and
our business could be harmed. We cannot be cehainwe will be able to obtain sole-sourced compémer finished goods, or acceptable
substitutes, from alternative suppliers or thatwilebe able to do so on commercially reasonablmge We may also be required to expend
significant development resources to redesign oonlycts to work around the exclusion of any solersed component or accommodate the
inclusion of any substitute component.

Our success depends in part on our ability to hirand retain competent and skilled management and téaical, sales and other
personnel.

We are highly dependent upon the continued servickeperformance of our management team and kegitathsales and other personnel anc
our success will depend in part upon our abilityefain these employees in a competitive job matkete fail to appropriately match the skill
sets of our employees to our needs we may incueased costs or experience challenges with execatiour strategic plan. We rely on cash
bonuses and equity awards as significant comp@msatid retention tools for key personnel. In addito compensation, we seek to foster an
innovative work culture to retain employees. Weakdy on the attractiveness of developing techgylior the film, television and music
industries as a means of retention. However, wefalse challenges in attracting and retaining kengpnnel as a result of the workload and
stress associated with our business transformafforts, the restatement, management change, aptbygee turnover.

Our competitors may in some instances be ablefés afmore established or more dynamic work enwirent, higher compensation or more
opportunities to work with cutting-edge technoldggn we can. If we are unable to retain our kegqenel or appropriately match skill sets
with our needs, we would be required to expendifstgmt time and financial resources to identifyddrire new qualified personnel and to
transfer significant internal historical knowledgeéhich might significantly delay or prevent the esfement of our business objectives.

Changes in our leadership team and the ongoing trasition within our Company could have a material aderse impact on our business,
operating results or financial condition.

During 2013, we experienced changes in our leagetsam and have taken and continue to take actitransform our company strategice
operationally and culturally through a series oémarching initiatives all intended to drive improveperating performance both in the U.S anc
internationally. The uncertainty inherent in sudhaasition may be difficult to manage, may causecerns from current and potential
customers, suppliers and other third parties witlonv we do business, and may increase turnovehef &ey officers and employees. This
could have a material adverse impact on our busjrgserating results or financial condition.

We depend on the availability and proper functionirg of certain third-party technology that we incorpaate into or bundle with our
products. Third-party technology may include defecs or errors that could adversely affect the performance of our products. If third-
party technology becomes unavailable, we may need ¢xpend considerable resources integrating altertiae third-party technology or
developing our own substitute technology.

We license third-party technology for incorporatiato or bundling with our products. This technolagay provide us with critical or strategic
feature sets or functionality. The profit margim é&ach of our products depends in part on the tpyiddense and purchase fees we pay in
connection with third-party technology. To the extere add additional third-party technology to puwducts and we are unable to offset
associated costs, our profit margins may declieam operating results may suffer. In
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addition to cost implications, third-party techngyamay include defects or errors that could advemsiect the performance of our products,
which may harm our market reputation or advers#caour product sales. Third-party technology ra#so include certain open source
software code that if used in combination with own software may jeopardize our intellectual priypeghts or limit our ability to sell

through certain sales channels. If any third-ptathnology license expires, is terminated or ceasbe available on commercially reasonable
terms, we may be required to expend considerablteurees integrating alternative third-party tecbgglor developing our own substitute
technology. In the interim, sales of our products/rhe delayed or suspended or we may be forceidtiibdte our products with reduced
feature sets or functionality.

Lengthy procurement lead times and unpredictable fie cycles and customer demand for some of our prodts may result in significant
inventory risks.

With respect to many of our products, particulanly audio products, we must procure component padsbuild finished inventory far in
advance of product shipments. Certain of theseymtsdnay have unpredictable life cycles and enesuapid technological obsolescence as
result of dynamic market conditions. We procuredpici components and build inventory based uporfarecasts of product life cycle and
customer demand. If we are unable to accuratebcast product life cycle and customer demand oblerta manage our inventory levels in
response to shifts in customer demand, the resatbe insufficient, excess or obsolete productrnitweg. Insufficient product inventory may
impair our ability to fulfill product orders and gatively affect our revenues, while excess or addeahventory may require a write-down on
products and components to their net realizableeyaihich would negatively affect our results oémgtions.

Our revenues and operating results depend significaly on our third- party reseller and distribution channels. Our failure to adequately
manage the delivery model for our products and seiees could adversely affect our revenues and grosgrgins and therefore our
profitability.

We distribute many of our products indirectly thgbuhird-party resellers and distributors. We alstribute products directly to end-user
customers. Successfully managing the interactiaruodirect and indirect channel efforts to reaahous potential customer industries for our
products and services is a complex process. Fangea in response to our direct sales strategiésrather business reasons, our current
resellers and distributors may from time to timease to resell our competitors’ products in additio, or in place of, ours. Moreover, since
each distribution method has distinct risks andgmargins, our failure to identify and implemédrg most advantageous balance in the
delivery model for our products and services caddersely affect our revenues and gross marginshendfore our profitability.

In addition, some of our resellers and distributmage rights of return, as well as inventory stomtition and price protection. Accordingly,
reserves for estimated returns and exchanges,radidscfor price protection, are recorded as actdu of revenues upon applicable product
shipment, and are based upon our historical expegieOur reliance upon indirect distribution methathy reduce visibility to demand and
pricing issues, and therefore make forecasting rdiffieult and, to the extent that returns excestineates, our revenues and operating results
may be adversely affected.

Failure of our information systems or breaches of dta security could impact our business.

Our systems and processes involve the storageamshtission of proprietary information and sensitiv confidential data, including personal
information of employees, customers and otheradulition, we rely on information systems controllsdthird parties. Information system
failures, network disruptions and system and detaisty breaches, manipulation, destruction or dgk irrespective of whether intentional or
accidental, could impede development, manufactushipment of products, interrupt or delay proasgsif transactions and reporting finan
results or result in the unintentional disclosufreroprietary, sensitive or confidential informatidcSuch information system failures or
unauthorized access could be caused by exterrfabthattack, misconduct by our employees, contmagtor vendors, or other causes such as
earthquake, fire or other natural disasters. Softhrhation system failures or unauthorized accestdcexpose us, our customers or the
individuals affected to a risk of loss or misuséha$ information, resulting in litigation and patal liability for us, as well as the loss of
existing or potential customers and damage to mamdand reputation. In addition, the cost and ammral consequences of implementing
further data protection measures could be sigmifica
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Our products may experience quality issues that cdd negatively impact our customer relationships, oumarket reputation and our
operating results.

Our software products, as is typical of sophisédatomplex software, occasionally include codiatedts or errors (commonly referred to as
“bugs”), which in some cases may interfere witlingpair a customer’s ability to operate or use thigwgre. Similarly, our hardware products
could include design or manufacturing defects tloald cause them to malfunction. Although we emgaglity control measures, those
measures are not designed or intended to deteceametly all defects. The time and resources avaitatdevote to quality control measures
are, in part, dependent on other business consigigsasuch as meeting customer expectations wgpact to release schedules. Any product
defects could result in loss of customers or reesndelays in revenue recognition, increased ptaetierns, damage to our market reputation
and significant warranty or other expense and chaige a material adverse impact on our financiatltmn and operating results.

Potential acquisitions could be difficult to consurmate, integrate, disrupt our business, dilute stodkolder value or impair our financial
results.

As part of our business strategy, from time to timeemay acquire companies, technologies and predhbat we believe can improve our abi
to compete in our existing customer markets or &libw us to enter new markets. The potential resksociated with any acquisition include,
but are not limited to:

. failure to realize anticipated returns on investimeast savings and synerg

. difficulty in assimilating the operations, policiaad personnel of the acquired comp

. combining product offerings and entering into nearkets in which we may not have experie

. distraction of managemeastattention from normal business operati

. potential loss of key employees of the acquired famy

. difficulty implementing effective internal controtsrer financial reporting and disclosure contraid @rocedure

. impairment of relationships with customers or sigypl

. possibility of incurring impairment losses relatedyoodwill and intangible assets; i

. unidentified issues not discovered in due diligemdaich may include product quality issues or legrabther contingencie

In order to complete an acquisition, we may neegbtain additional financing, including through tlseuance of debt or equity. This could
potentially dilute stockholder value for existingakholders. We may borrow to finance an acquisjtand the amount and terms of any
potential future acquisition-related borrowingswasl as other factors, could affect our liquidégd financial condition and potentially our
credit ratings. We may not be able to consummatk financings on commercially reasonable termst@ll, in which case our ability to
implement our business strategy and as a resufiraurcial results may be impaired. In additiont effective tax rate on an ongoing basis is
uncertain, and business combinations and investtreamgactions could impact our effective tax ri¢¥e. may experience risks relating to the
challenges and costs of closing a business conitinat investment transaction and the risk thaammounced business combination or
investment transaction may not close. As a reanit,completed, pending or future transactions neayribute to financial results that differ
from the investment community’s expectations iriveeg quarter.

Our intellectual property and trade secrets are valable assets that may be subject to third-party infngement and misappropriation.

As a technology company, our intellectual property trade secrets are among our most valuablesafsgingement or misappropriation of
these assets results in lost revenues to us argbghaltimately reduces their value. We rely orombination of patent, copyright, trademark
and trade secret laws, as well as confidentialibc@dures, contractual provisions and anti-pir@chmnology in certain of our products to
protect our intellectual property and trade secidtsst of these tools require vigilant monitorinigcompetitor and other third-party activities
and of end-user usage of our products to be effeciihese tools may not provide adequate proteatiafi instances, may be subject to
circumvention, or may require a vigilance thateme cases exceeds our capabilities or resourcestighlly, our business model is
increasingly focused on software products and asfiee more software products our revenues may teemulnerable to loss through piracy,
which could result in revenue losses for us. Whviéemay seek to engage with those potentially igfrig our intellectual property to negotiate
a license for use, we also may seek legal recoliteelegal regimes of certain countries in whichoperate may not protect our intellectual
property or trade secrets to the same extent dsedaws of the United States. Regardless of jigtigoh, assuming legal protection exists and
infringement or misappropriation is detected, anfoecement action that we may pursue could be
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costly and time-consuming, the outcome will be utaie, and the alleged offender in some cases mely t have our intellectual property
rights invalidated. If we are unable to protect mtellectual property and trade secrets, our lassircould be harmed.

Our results could be materially adversely affectedf we are accused of, or found to be, infringing thid parties’ intellectual property
rights.

Because of technological change in our industrigresive and sometimes uncertain patent coveradeharrapid issuance of new patents, it is
possible that certain of our products or businesthods may infringe the patents or other intellakcpwoperty rights of third parties. Compar
in the technology industry own large numbers oéptd, copyrights, trademarks and trade secretéregdently enter into litigation based on
allegations of infringement or other violationsitellectual property rights. Our technologies nmay be able to withstand any third-party
claims or rights against their use. We have reckol@ims and are subject to litigation allegingt tve infringe patents owned by third parties
and may in the future be the subject to such claintslitigation. Regardless of the scope or validitsuch patents or the merits of any patent
claims by potential or actual litigants, we couldur substantial costs in defending intellectuapgerty claims and litigation, and such claims
and litigation could distract management’s attanfrom normal business operations. In additionpn@/ide indemnification provisions in
agreements with certain customers covering potesitians by third parties of intellectual propeit§ringement. These agreements generally
provide that we will indemnify customers for loséesurred in connection with an infringement claimought by a third party with respect to
our products, and we have received claims for suddmnification. The results of any intellectuabperty litigation to which we are, or may
become, a party, or for which we are required tivigle indemnification, may require us to:
. cease selling or using products or services ttwatrporate the challenged intellectual propt
. make substantial payments for legal fees, settlepeyments or other costs or dama
. obtain a license, which may not be availableeasonable terms, to sell or use the relevant tdoby, which such license could
require royalties that would significantly increamse cost of goods sold; or
. redesign products or services to avoid infringamwhich such redesign could involve significaosts and result in delayed
and/or reduced sales of the affected products.

If we are unable to sell our professional productshrough retail sales channels, our operating resudt could be adversely affected.

Following the divestiture of certain of our consumpeoduct lines in July 2012, we continue to hayeesence in retail because our
professional-level products are offered througtcily retail stores. Our ability to continue &llsour professional products through certain
retail sales channels may be impaired because Weelifewer types of products and fewer unitotigh those channels, impacting retailers’
willingness to carry our professional-level product

Unanticipated changes in our tax provisions, the amption of new tax legislation or exposure to additinal tax liabilities could affect our
profitability.

We are subject to income and other taxes in théediBtates and numerous foreign jurisdictions. @xtiabilities are affected by the amounts
we charge for inventory, services, licenses andratbms in intercompany transactions. We are sidigect to ongoing tax audits in various
jurisdictions. Tax authorities may disagree with mtercompany charges, cr-jurisdictional transfer pricing or other mattersdaassess
additional taxes. We regularly assess the likelg@mes of these audits in order to determine tipecgiateness of our tax provision. Howe
there can be no assurance that we will accuratelyigt the outcomes of these audits, and the arsaltimnately paid upon the resolution of an
audit could be materially different from the amaupteviously included in our income tax expensetaadefore could have a material impact
on our tax provision, net income and cash flowsaddition, our tax provision in the future coulddmtversely affected by changes to our
operating structure, changes in the mix of earning®untries with differing statutory tax ratehaoges in the valuation of deferred tax assets
and liabilities, changes in tax laws and the digcgwf new information in the course of our taxuratpreparation process.

We may be the subject of litigation, which, if advesely determined, could harm our business and opetimg results.
We may be subject to claims arising in the nornaairse of business. The costs of defending anwtitig, whether in cash expenses or in
management time, could harm our business and rallyeand adversely affect our operating results @axh flows. An unfavorable outcome

any litigation matter could require that we paysahtial damages, or, in connection with any
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intellectual property infringement claims, couldju@e that we pay ongoing royalty payments or grithis from selling certain of our produc
In addition, we may decide to settle any litigatiamich could cause us to incur significant setdatcosts. A settlement or an unfavorable
outcome on any litigation matter could have a niatend adverse effect on our business, operaéisglts, financial condition and cash flows.

A natural disaster or catastrophic event may signitantly limit our ability to conduct business as nomal and harm our business.

Our operations and the operations of our custorrersulnerable to interruptions by natural disastercatastrophic events. For example, we
operate a complex, geographically dispersed busindsich includes significant personnel, custonaerd facilities presence in California near
major earthquake fault lines. We may not be abjgradect our company from such catastrophic evantswe are predominantly uninsured for
business continuity losses and disruptions caugeziastrophic events. Disruption or failure of ouour customers’ networks or systems, or
injury or damage to either parties’ personnel orgital infrastructure, caused by a natural disaptdslic health crisis, terrorism, cyber attack,
act of war or other catastrophic event may sigaiftty limit our or our customers’ ability to condumusiness as normal, including our ability to
communicate and transact with customers, suppligsjbutors and resellers, which may negativélgc our revenues and operating results.
Additionally, a natural disaster or catastrophiemvcould cause us or our customers to suspewod alportion of operations for a significant
period of time, result in a permanent loss of reses, and require the relocation of personnel aatbrial to alternate facilities that may not be
available or adequate. Such an event could alssecan indirect economic impact on our customerg;iwtould impact our customers’
purchasing decisions and reduce demand for ouuptednd services. A prolonged disruption of owiess could also damage our
reputation, particularly among our global news aigation customers who are likely to require odusons and support during such time. 2
of these factors could cause a material adversadtrgn our financial condition and operating result

Risks Related to Our Liguidity and Financial Performance

A significant decrease in our liquidity could negaitvely affect our business.

Maintaining adequate liquidity is important to dwrsiness operations. We meet our liquidity neettsgrily through cash generated by
operations, which we have supplemented from tintérie with borrowings under our credit facilitiestivWells Fargo Capital Finance LLC,
Wells Fargo. Significant fluctuations in our castidmces could harm our ability to meet our immedimfuidity needs, impair our capacity to
react to sudden or unexpected contractions or growour business, reduce our ability to withstarglistained period of economic crisis, and
impair our ability to compete with competitors wigheater financial resources. In addition, fludituas in our cash balances could cause us to
draw on our credit facilities and therefore redaeailable funds under the facilities, and couldseaus to violate the liquidity covenant under
our credit agreement (see “Management’s DiscusaiohAnalysis of Financial Condition and Result©gkration - Liquidity and Capital
Resources” in Item 7 of this Form 10-K). Furthermadhe credit agreement contains limitations oratmeunts we may borrow at any time. If
we are unable to generate sufficient cash flowasrdw sufficient funds under the credit agreemimhay be difficult for us to raise capital, or
to do so on favorable terms, through other sousies) as by issuing equity or debt securities, i@s@alt of our recent restatement, the decline
and continued volatility of our stock price and ttigh cost of capital.

As a result of the restatement, we have deferredsignificant portion of revenues from customer tranactions occurring prior to 2011 to
subsequent periods. The deferred revenues resultéaus reporting net income for the fiscal years 201, 2012 and 2013. However, as
deferred revenues from periods prior to 2011 are awrtized, there are no assurances that we will be &bto report net income in future
periods.

As a result of the restatement of our financialesteents, we have deferred a significant portioresénues from customer transactions
occurring prior to 2011 to subsequent periods. déferred revenue resulted in us reporting net ircomeach of the past three fiscal years of
approximately $21 million in 2013, $93 million 2012 , and $226 million in 2011 (Restated) and atbeersely affected our stockholders’
equity and working capital for those periods. Ais theferred revenue is amortized, there are naasses that we will be able to report net
income in future periods. Our financial results #meg impact of the deferred revenue are discuss&danagement’s Discussion and Analysis
of Financial Condition and Results of Operationmsitem 7 of this Form 10-K. We cannot be certairewjor if, our operations will be
profitable in future periods.

21




Restrictions in our credit agreement may limit ouractivities.

The credit agreement for our revolving credit fdéieis contains restrictive covenants that limit ability to engage in activities that could
otherwise benefit us, including limitations on almlity to make investments, incur additional intlglness, issue equity and create liens as
as, for the year ending December 31, 2014, lingitation our ability to make capital expenditures. Akkealso required to meet a specified
liquidity-based financial covenant under the teohthe credit agreement as well as, for the yedimgnDecember 31, 2014, covenants tied to
the achievement of certain EBITDA goals. Failuredmply with any of these restrictions or covenangy result in an event of default under
the credit agreement, which could permit accelenatif any outstanding debt we may have in the &utund require us to repay the debt before
its scheduled due date. If an event of default ieecur, we might not have sufficient funds aadalié to make the payments required. If we
are unable to repay amounts owed, our lenders mayntitled to foreclose on and sell substantidllpfeour assets, which we have used to
secure our borrowings under the credit agreemeraddlition, our borrowings under the facility aeegred by first priority liens on
substantially all of our U.S. assets.

Our revenues and operating results are difficult tapredict and may fluctuate from period to period.

Our results of operations have been and may cantimbe subject to significant quarterly variati@ur results through 2016 will, in particul.
be affected by the amortization of deferred revemetating to periods prior to 2011. Our revenuwms @perating results for any particular
guarter may also vary due to a number of factoduding, but not limited to, those enumerated urlde section ‘Cautionary Note on
Forward-Looking Statementsgdppearing elsewhere in this Form 10-K and:

. the timing of large or enterprisgide sales and our ability to recognize revenuesmfsuch sale

. demand planning and logisti

. reliance on thirgparty reseller and distribution chann

. changes in operating expen:

. price protections and provisions for inventory dbsoence extended to resellers and distribt

. seasonal factors, such as higher consumer deatama@rend; an

. complex accounting rules for revenue recogni

The occurrence and interaction of these variabl@g cause our revenues and operating results ttuitecfrom period to period. As a result,
period-to-period comparisons of our revenues arataiing results may not provide a good indicatibow future performance.

Our revenue backlog estimates are based on certaassumptions and are subject to unexpected adjustmenand cancellations and
backlog orders may not be timely converted to revares in any particular fiscal period, if at all, orbe indicative of our actual operating
results for any future period.

Our revenue backlog, as we define it, consiste&rof 6rders received and includes both (i) orderengtthe customer has paid in advance of ot
performance obligations being fulfilled, which aedlected as deferred revenues on our balance, strekfii) orders for future product
deliveries or services that have not yet been geabby us. The expected timing of the future red¢@mof revenue backlog as revenue is bi
on our current estimates and could change basachomber of factors, including (i) the timing oflisery of products and services, (ii)
customer cancellations or change orders, or {i@nges in the estimated period of time Implied Maiance Release PCS is provided to
customers. To the extent that our customers cdheglorders with us or reduce their requiremenitsnd) a particular period for any reason, we
will not realize revenue or profit from the assdethrevenue backlog. Even where a project procagdsheduled, it is possible that the
customer may default and fail to pay amounts oweast Material delays, payment defaults or cantefia could reduce the amount of reve
backlog currently reported, and consequently, couiiit the conversion of that backlog into reveauFurthermore, orders included in our
revenue backlog may not be profitable. We may égpee variances in the realization of our revenaeklng because of project delays or
cancellations resulting from external market fagtand economic factors beyond our control. As altesven if we realize all of the revenue
from the projects in our revenue backlog, if oup@&xses associated with these projects are higaeretkpected, our results of operations and
financial condition would be adversely affected.
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Fluctuations in foreign exchange rates may resulnishort-term currency exchange losses and could aersely affect our revenues from
foreign markets and our manufacturing costs in thdong term.

Our international sales are, for the most parhgaated through foreign subsidiaries and geneiraliiye currency of the end-user customers.
Consequently, we are exposed to short-term currerclyange risks that may adversely affect our neesnoperating results and cash flows.
The majority of our international sales are tratsédn euros. To hedge against the dollar/euro @&xgh exposure of the resulting forecasted
receivables, cash balances and revenues, we mayimtot foreign currency contracts. The successuofhedging programs depends on the
accuracy of our forecasts of transaction activitgiros. To the extent that these forecasts ame oveanderstated during periods of currency
volatility, we may experience currency gains oskxs Our hedging activities may only offset a portof the adverse financial impact resulting
from unfavorable movement in dollar/euro excharaes, which could adversely affect our financiadipon or results of operations.

Furthermore, the significance to our business lafssa Europe subjects us to risks associated laith-term changes in the dollar/euro
exchange rate. A sustained strengthening of tBe dbllar against the euro would decrease our éxddature U.S. dollar revenues from
European sales and could have a significant adedfset on our overall profit margins. During thast few years, economic instability in
Europe, including concern over sovereign debt ieeGe, Italy, Ireland and certain other Europearotdobuntries, caused significant
fluctuations in the value of the euro relativetiode of other currencies, including the U.S. dol@ontinuing uncertainty regarding economic
conditions, including the solvency of these cowstand the stability of the Eurozone, could leasidaificant long-term economic weakness
and reduced economic growth in Europe, the occuerefiwhich, or the potential occurrence of whiobild lead to a sustained strengthening
of the U.S. dollar against the euro, adverselycdfig the profitability of our European operations.

In addition, we source and manufacture many ofppaducts in China and our costs may increase shbaldenminbi not remain stable with
the U.S. dollar. Although the renminbi is peggediagt a basket of currencies determined by the [Bsdpank of China, the renminbi may
appreciate or depreciate significantly in valueiastathe U.S. dollar in the long term. In additiditChina were to permit the renminbi to float
to a free market rate of exchange, it is widelycypated that the renminbi would appreciate sigaifitly in value against U.S. dollar. An
increase in the value of the renminbi against ttf&. dollar would have the effect of increasinglti®or and production costs of our Chinese
manufacturers in U.S. dollar terms, which may reisutheir passing such costs to us in the forrmofeased pricing, which would adversely
affect our profit margins if we could not pass #@sice increases along to our customers.

Future debt obligations may adversely affect our cgh flow and restrict our investment opportunities.

In October 2010, we entered into four-year secuegdlving credit facilities in the aggregate pripei amount of up to $60 million . On August
29, 2014, we extended the original maturity datewfrevolving credit facilities from October 1,20to October 1, 2015. The amount we are
actually entitled to borrow at any time is limitby a formula in the agreement and may be less$68million . Any indebtedness we incur
under the credit facilities could have negativesamuences, including, increasing our vulnerabititgdverse economic and industry conditi
limiting our ability to obtain additional financingmiting our ability to complete a merger or azgaisition; and limiting our flexibility in
planning for, or reacting to, changes in our bussne

If we are unable to satisfy our obligations under or credit agreement, our liquidity and ability to operate our business could be
adversely affected.

Our ability to satisfy our obligations under ouedit agreement will depend on our future operagiagormance and on economic, financial,
competitive and other factors beyond our contralt Business may not generate sufficient cash flowseet these obligations or to
successfully execute our business strategy. Similiarconnection with the August 2014 amendmenrduo credit facilities, we agreed to meet
certain timing obligations with respect to certafrour periodic filings with the SEC for 2014. lfevare unable to meet these obligations or
other other obligations under the credit facilitimeluding our debt service obligations, we mayfdreed to reduce or delay capital
expenditures or research and development expeadjtseek additional financing or equity capitadtmecture or refinance our debt, or sell
assets and our business could be adversely affected

Economic weakness and uncertainty could adverselyffact our revenues, gross margins and expenses.
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Our business is impacted by global economic comaktiwhich have been in recent years and contmbe volatile. Specifically, our revenues
and gross margins depend significantly on globahemic conditions and the demand for our produestsservices in the markets in which we
compete. Economic weakness and uncertainty hauiedsand may result in the future, in decreaseémue, gross margin, earnings or grc
rates and difficulty managing inventory levels. @ireed uncertainty about global economic conditioray adversely affect demand for our
products and services and could cause demandfén difiterially from our expectations as customersad or delay spending on our products
and services. Economic weakness and uncertairgynadde it more difficult for us to make accurateefrasts of revenues, gross margins and
expenses.

The inability of our customers to obtain credithe future may impair their ability to make timgdgyments to us. Tightening of credit by
financial institutions could also lead customerpadstpone spending or to cancel, decrease or tedatyexisting or future orders with us.
Customer insolvencies could negatively impact evenues and our ability to collect receivablesakaial difficulties experienced by our
suppliers or distributors could result in produetays, increased accounts receivable defaultsrarshiory challenges. In the event we are
impacted by global economic weakness, we may reatditional charges relating to restructuring costthe impairment of assets and our
business and results of operations could be miyeaiad adversely affected.

Risks Related to Our Stock

The market for our common stock may be illiquid.

Trading in stock quoted on over the counter tradiygfems such as OTC Pink Tier, where our comnark sturrently trades, is often thin and
characterized by wide fluctuations in trading psicgue to many factors that may have little to @b wur operations or business prospects.
volatility could depress the market price of oumenon stock for reasons unrelated to operating padace. Moreover, the over the counter
trading systems do not benefit from the same typearket-maker trading systems utilized by stoc&henges such as the NYSE, AMEX and
NASDAQ in which trading of a security is enhancgddthe presence of mar-maker(s) who are dedicated to the trading of aqdatr listed
company's shares. Rather, on over the counter msatkere is no assurance that a bid/ask will &éirig for an over the counter listed issue at
any particular point in time. As a result, tradmfgsecurities on the over the counter systemstéenahore sporadic than the trading of securitie
listed on the NYSE, AMEX, NASDAQ or similar largeosk exchanges or stock markets. Accordingly, dtotdkers may have difficulty selling
their shares at any particular point in time. Eifeme are successful in relisting our common stonka stock exchange, the market for our
common stock may continue to be volatile. PleaséRisk Factors - The market price of our common ktbas been and may continue to be
volatile.”

The market price of our common stock has been and ay continue to be volatile.

As a result of the delay in filing our periodic cefs with the SEC, our common stock was suspenad frading effective February 25, 2014
and formally de-listed effective May 2, 2014. Faling the suspension from trading on NASDAQ, oucktbas been trading on OTC Markets
- OTC Pink Tier with limited information. Prior tand following the suspension of trading from NASDARe market price of our common
stock has experienced volatility in the past ang gantinue to fluctuate substantially in the futimeesponse to various factors, some of whic
are beyond our control. These factors include gbaitnot limited to:

. period-toperiod variations in our revenues or operatinglts;

. our failure to accurately forecast revenues or ey results

. our ability to produce accurate and timely finahstatement:

. whether our results meet analystgpectation:

. market reaction to significant corporate initiasve& announcemen

. our ability to innovate

. our relative competitive position within our mark;

. shifts in markets or demand for our soluti

. changes in our relationships with suppliers, resglldistributors or custome

. our commencement of, or involvement in, litigat

. short sales, hedging or other derivative transastinvolving shares of our common stock;

. shifts in financial market
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Additionally, broader financial market and globabaomic trends may affect the market price of @mmmmon stock, regardless of our operating
performance.

Provisions in our charter, bylaws and stockholder ights plan may have the effect of discouraging adwageous offers for our business
or common stock and limit the price that investoranight be willing to pay in the future for shares ofour common stock.

Our charter, bylaws, and the provisions of the [@al® General Corporation Law include provisiong thay have the effect of discouraging
preventing a change of control. In addition, weéhawstockholder rights plan that may have the efediscouraging or preventing a change of
control. These provisions could limit the pricettbar stockholders might receive in the futuredbares of our common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease approximately 173,000 square feet in agiifies in Burlington, Massachusetts for our pipal corporate and administrative offices,
as well as for significant R&D activities. The leador these facilities expire in May 2020. We désase approximately 127,000 square feet of
office space in Daly City, California, primarilyf®&D and sales and marketing activities, and 108 §quare feet in Mountain View,
California, primarily for R&D, product managememidamanufacturing activities. The lease for the Daity facility expires in September
2014, and we do not intend to renew this lease.opfeeations currently housed in this facility asgng relocated to a smaller facility.

We lease approximately 29,000 square feet of office in Iver Heath, United Kingdom for our Eutamp&eadquarters, which includes
administrative, sales and support functions, an@@Lsquare feet in Dublin, Ireland for the finasembly and distribution of our products in
Europe. We also lease approximately 8,000 squaterfeSingapore for our Asian headquarters.

We also lease office space for sales operationsesmshirch and development in several other domestiénternational locations.

ITEM 3. LEGAL PROCEEDINGS

In March 2013 and May 2013, two purported secigitiass action lawsuits were filed against us amthin of our former executive officers
seeking unspecified damages in the U.S. DistriatrClor the District of Massachusetts. In July 20tt# two cases were consolidated and the
original plaintiffs agreed to act as co-plaintiifisthe consolidated case. In September 2013, ti@aintiffs filed a consolidated amended
complaint on behalf of those who purchased our comstock between October 23, 2008 and March 208.2DHe consolidated amended
complaint, which named us, certain of our curremt Bormer executive officers and our former indegent accounting firm as defendants,
purported to state a claim for violation of fedesaturities laws as a result of alleged violatiohthe federal securities laws pursuant to
Sections 10(b) and 20(a) of the Exchange Act arid R2b-5 promulgated thereunder. In October 20E3filed a motion to dismiss the
consolidated amended complaint, resulting in tisendisal of some of the claims, and the dismissMroiHernandez and one of the two
plaintiffs from the case. The matter is schedutadrial in March 2015.

In June 2013, a purported stockholder of the Comfiited a derivative complaint against us as normiedendant and certain of our current
and former directors and officers in the U.S. Dést€ourt for the District of Massachusetts. Thenptaints alleged various violations of state
law, including breaches of fiduciary duties, wasteorporate assets and unjust enrichment. Theataré complaint soughinter alia, a
monetary judgment, equitable and/or injunctiveefeliestitution, disgorgement and a variety of jputgpd corporate governance reforms. On
October 30, 2013, the complaint was dismissed witpoejudice. On November 26, 2013, our Board rextka letter from the plaintiff in the
dismissed derivative suit, demanding that our Baawdstigate, address and commence proceedingsshgartain of our directors, officers,
employees and agents based on conduct identifirgidismissed complaint. In December 2013, our®oeeated a committee to conduct an
investigation into the allegations in the demaritete

In April and May 2013, we received a document pmesi#on request and inquiry from the SEC DivisidrEaforcement and a federal grand
jury subpoena from the Department of Justice reingesertain documents, including in particular doents related to our disclosul

regarding our accounting review and revenue traiseac We have produced documents responsive toraggiests and have provided regular
updates to the authorities on our accounting etialuawWe intend to continue to cooperate fully witie authorities. We cannot predict or
determine the timing or outcome of these inquiriles,ultimate cost of responding to the inquirieshe impact, if any, of the inquiries on our
financial position, results of operations or cadsiwE. However, although there can be no assuraneéglieve that, based on information
currently available, the outcome of these inquividsnot have a material adverse impact on ouraN@perations, financial condition or
liquidity.



Our industry is characterized by the existencelafge number of patents and frequent claims diglion regarding patent and other
intellectual property rights. In addition to the#& proceedings described above, we are involvéeljal proceedings from time to time arising
from the normal course of business activities,udgig claims of alleged infringement of intelledtpaoperty rights and contractual,
commercial, employee relations, product or serpgiegormance, or other matters. We do not belieesdimatters will have a material adverse
effect on our financial position or results of aggons. However, the outcome of legal proceedimgscaims brought against us is subject to
significant uncertainty. Therefore, our financiakfiion or results of operations may be negatiedigcted by the unfavorable resolution of one
or more of these proceedings for the period in Wigicnatter is resolved. See Part I, Item 1A, “Hiaktors.” Our results could be materially
adversely affected if we are accused of, or fourldet, infringing third parties’ intellectual properights.

ITEM 4. MINE SAFETY DISCLOSURES

Not Applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED S TOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

As a result of the delay in filing our periodic cefs with the SEC, we were unable to comply with listing standards of NASDAQ and our
common stock was suspended from trading effectalirary 25, 2014 and formally de-listed effectivayM, 2014. Following the suspension
of trading, our common stock has been traded o®ih€@ Pink Tier under the symbol AVID. The tabledxelshows the high and low sales
prices of our common stock for each calendar quaftthe fiscal years ended December 31, 2013 ai@ 2

2013 2012
High Low High Low
First Quarter $7.99 $6.27 $12.01 $8.61
Second Quarter $7.01 $5.88 $11.03 $6.68
Third Quarter $6.30 $5.22 $9.95 $7.00
Fourth Quarter $8.89 $6.16 $9.78 $5.87

On September 5, 2014, the last reported bid prfic@iocommon stock on the OTC Pink Tier was $8.80ghare. The approximate number of
holders of record of our common stock at Septerbb2014 was 325. This number does not include budiers for whom shares were held in

a “nominee” or “street” name.

We have never declared or paid cash dividends ooanital stock, and we do not anticipate paying @sh dividends in the foreseeable
future. Our credit agreement with Wells Fargo pbitkius from declaring or paying any dividendsasit on our capital stock.

Stock Performance Grapl

The following graph compares the cumulative stoddtdioreturn on our common stock during the perioanf December 31, 2008 through
December 31, 2013 with the cumulative return duthrgperiod for:

« the NASDAQ Composite Index (all companies tradedN&$SDAQ Capital, Global or Global Select Marke

« the OId Avid Peer Group Index (see details follogvthe graph), ar

» the New Avid Peer Group Index (see details follayvihe graph

This comparison assumes the investment of $100emei@ber 31, 2008 in our common stock, the NASDAQKglaindex, the Old Avid Peer
Group Index and the new Avid Peer Group Index, asslimes that dividends, if any, were reinvested.
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COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN
Among Avid Technology, Inc., the NASDAQ Compositeléx,
the Old Avid Peer Group and the New Avid Peer Group
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Prior to 2010, Avid compared its common stock nesuo the NASDAQ Index and the NASDAQ Computer,@DRtocessing Index. Because
our products and services are diverse, we do Hi@vieeany single published industry index is appiate for comparing stockholder return.
Therefore, starting in 2010, we began comparingcounmon stock returns to a peer group index, whiak composed of NASDAQ-traded
companies selected by Avid to best represent gsspgased on various criteria, including industagsification, number of employees and
market capitalization.

The composition of the Avid Peer Group Index idatied by the peer group selected by the compemnsatimmittee of Avid's board of
directors for its reference in setting executivenpensation. The compensation committee seeksajbn® include companies with similar
product and service offerings to those of Avid whilso achieving a balance of smaller and largedspeer companies in terms of market
capitalizations and revenue.

The Avid Peer Group Index for 2012 (the “Old Avidd? Group”) was composed of: Autodesk, Inc., Cadddesign Systems, Inc., Dolby
Laboratories, Inc., Harmonic Inc., Imation Corp.emor Graphics Corporation, National InstrumentspBaation, Novell, Inc., Parametric
Technology Corporation, Quantum Corporation, Rdal®, RealNetworks, Inc., SeaChange Internationel, ISynaptics, Inc., THQ Inc. and
Zoran Corporation. For purposes of the Avid Pearuprindex for 2013 (the “New Avid Peer Group”), Adesk, Inc., Cadence Design
Systems, Inc., Novell, Inc., Parametric Technol@gyporation, SeaChange International Inc., THQ &mzl Zoran Corporation were removed
from the Avid Peer Group and Pegasystems Inc.,rBssgSoftware Corporation, QLogic Corporation, Roerporation, Synaptics, Inc., and
Verint Systems Inc. were added to the Avid Peen@ito conform to the peer group selected by ourpeeation committee. As a result, the
New Avid Peer Group was composed of: Dolby Lakaias, Inc., Harmonic Inc., Imation Corp., Mentaa@hics Corporation, Nation
Instruments Corporation, Pegasystems Inc., Pro@efiesare Corporation, QLogic Corporation, Quani@orporation, RealD Inc.,
RealNetworks, Inc., Rovi Corporation, Synaptics, Jmnd Verint Systems Inc.

Both the New Avid Peer Group Index and the Old AR&kr Group Index are weighted based on marketatiaption. For purposes of the

comparison above, the market data for THQ Inc.igtiegf), Novell, Inc. (acquisition) and Zoran Corption (merger) have been excluded fror
the Old Avid Peer Index Group reporting as the dateot available for the entire five-year period.
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ITEM 6. SELECTED FINANCIAL DATA

The selected condensed consolidated financiallmktav should be read in conjunction with Item 7,d@ihdgemens Discussion and Analysis
Financial Condition and Results of Operations,” #ath 8, “Financial Statements and Supplementamaiéial Information,” included
elsewhere in this Form 10-K. The selected condeneedolidated financial data as of December 313201 2012 and for the years ended
December 31, 2013, 2012 and 2011 (Restated) fesdszived from our audited consolidated finansiatements. The selected condensed
consolidated financial data as of December 31, ZREktated), 2010 (Restated) and 2009 (Restatedpathe years ended December 31,
2010 (Restated) and 2009 (Restated) has been ddrora our unaudited consolidated financial statetsiewhich were prepared on the same
basis as our audited financial statements andctedijustments to our previously filed consoliddiedncial statements. See Note B to our
Consolidated Financial Statements in Item 8 foorimfation regarding our restatement of prior pefindncial results. See Note A to our
Consolidated Financial Statements in Item 8 fooiimfation regarding changes to our revenue recagngolicies and divestitures that may
affect the comparability of the selected condertsetsolidated financial data presented.

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

For the Year Ended December 31,

2011 2010 2009
2013 2012 (Restated) (Restated) (Restated)
Net revenues (1) 563,41: 635,70: $ 766,88! $ 403,51t $ 506,47¢
Cost of revenues 223,90¢ 249,00¢ 261,71¢ 264,86( 245,97!
Gross profit 339,50¢ 386,69! 505,16° 138,65¢ 260,50:
Operating expenses:
Research and development 95,24¢ 98,87¢ 111,12¢ 113,68: 114,29:
Marketing and selling 133,89( 153,48: 163,20 161,96: 158,46t
General and administrative 77,57¢ 52,06¢ 50,73: 56,47¢ 60,31¢
Amortization of intangible assets 2,64¢ 4,25¢ 8,52¢ 9,74 10,51:
Restructuring costs, net 5,37( 24,83¢ 6,534 20,16 28,60¢
Total operating expenses 314,73t 333,51¢ 340,12° 362,03 372,19¢
Operating income (loss) from continuing operations 24,76¢ 53,177 165,04( (223,37f) (111,69¢)
Other expense, net (67€) (2,041 (1,945 (513) (122)
Income (loss) from continuing operations befor@me taxes 24,09: 51,13¢ 163,09! (223,88 (111,819
Provision for income taxes, net 2,93¢ 4,04¢ 63t 1,79¢ 25¢€
Income (loss) from continuing operations, net &f(th) 21,15:¢ 47,087 162,46( (225,68!) (112,07
Discontinued operations: (2)
Gain on divestiture of consumer business — 37,97: — — — —
Income from divested operations — 7,832 63,907 — 38,15( 62,85!
Income from discontinued operations = 45,80- 63,907 38,15( 62,85!
Net income (loss) 21,15! 92,89 $ 226,36 $ (187,53) $  (49,22)
Income (loss) per share - basic:
Income (loss) per share from continuing operatioesof tax — basic 0.5¢ 121  $ 4.2F (5.9¢) (3.00)
Income per share from discontinued operations t€bas = 1.1¢ 1.6€ 1.01 1.6¢
Net income (loss) per common share — basic 0.5¢ 23¢  $ 5.8¢ $ (495 $ (1.39
Income (loss) per share - diluted:
Income (loss) per share from continuing operatioesof tax — diluted 0.5¢ 121  $ 4.22 (5.9¢) (3.00)
Income per share from discontinued operationsutedil = 1.1¢ 1.65 1.01 1.6¢
Net income (loss) per common share — diluted 0.54 23¢ % 5.87 $ (4.9 $ (1.32)
Weighted-average common shares outstanding — basic 39,04« 38,80« 38,43t 37,89t 37,29:
Weighted-average common shares outstanding (netiec— diluted 39,07( 38,83¢ 38,53« 37,89t 37,29:

(1) Our revenues and operating results for thesyeaded December 31, 2013 and 2012 and our réséatenues and operating results for the year eDéegmber 31,
2011 have been affected by the deferral of revefraescustomer transactions occurring prior to 204 January 1, 2011, we adopted ASU No. 2009-14.
Substantially all revenue arrangements prior tasdgnl, 2011 were generally recognized on a ratadodés over the service period of Implied Maintex@aRelease
PCS. Subsequent to January 1, 2011, product resemagenerally recognized upon delivery and




Implied Maintenance PCS and other service and stipfaments are recognized as services are rendseedtem 7, “Management’s Discussion and Analysis
‘Restatement of Financial Statements’ and ‘Exeeu@®werview™ and our policy on “Revenue Recognitiam Note A to our Consolidated Financial Statemémisem
8 of this Form 10-K for a further discussion of #féects of the changes to our revenue recogni@ities on our financial results.

(2) OnJuly 2, 2012, we exited our consumer bsitierough a sale of the assets of that busings®ireparate transactions. As described furthBloite | to our
Consolidated Financial Statements in ltem 8, tepakition of our consumer business qualified fespntation as discontinued operations. The accormgafinancia

statements have been reclassified for all perioglsemted to report the consumer business as antiissed operation.

CONSOLIDATED BALANCE SHEET DATA:
(in thousands)

As of December 31,

2011 2010 2009

2013 2012 (Restated) (Restated) (Restated)
Cash, cash equivalents and marketable securities $ 48,20: $ 70,39C $ 32,858 $ 42,78: $ 108,87
Working capital deficit (133,009 (95,997 (227,549 (311,64¢) (201,79)
Total assets (1) 235,14: 294,36: 340,59( 784,64: 772,24t
Deferred revenues (current and long-term amounts) 466,83: 558,48! 697,12: 937,62 793,64(
Long-term liabilities 270,58( 346,87 346,86: 520,70¢ 433,18:
Total stockholders’ deficit (1) (359,33)) (385,59:) (490,87, (310,33Y) (148,707

(1) Effective January 1, 2011, the Company adoptsd No. 2010-28, which required the Company tdwate goodwill for impairment when a reporting umits
negative carrying value, and recorded an impairrteating $419.4 million. For a further discussiafithe adoption of ASU No. 2010-28, see Note Bup o

Consolidated Financial Statements in Item 8 of flwiem 10-K.
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ITEM 7. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
RESTATEMENT OF FINANCIAL STATEMENTS
Background

In early 2013, during the course of the review wf financial results for the fourth quarter and fidar of 2012, we identified a historical
practice of Avid making available, at no charg@tw customers, minor feature and/or compatibilithancements as well as bug fixes on a
when-and-if-available basis, collectively the Safter Updates, that we have concluded meet the tlefirof post-contract customer support, or
PCS, under U.S. generally accepted accountingiptas; or GAAP. The business practice of providBaftware Updates at no charge for i

of our products creates an implicit obligation amdadditional undelivered element for each impaateangement, which we refer to as Imp
Maintenance Release PCS. Our identification ofddiditional undelivered element in substantiallyobur customer arrangements has a
significant impact on our historical revenue redtign policies because this element had not beewipusly accounted for in any period.

As a result of the foregoing and as explained imam®ztail below and in Note B to our ConsolidatéthRcial Statements in Item 8 of this Fc
10K, we have restated our consolidated financiakbstaints for the year ended December 31, 2011. Bi@eenent also affects periods prio
the year ended December 31, 2011, and the cumailefiects of the restatement have been reflectpd@speriod adjustments to the 2011
opening balance of accumulated deficit in our adiitonsolidated financial statements and in thevegit periods presented in Item 6gtecte
Financial Data.”

Restatement Adjustmen

Revenue Recognitic

The failure to identify and account for the existenf Implied Maintenance Release PCS resulted-ansein the timing of revenue recognition
reported in our previously issued consolidatedrfaia statements. Historically, we generally redegd revenue upon product shipment or
the period services and post-contract customerastipgere provided (assuming other revenue recagnitbnditions were met). As described
more fully in our policy for “Revenue Recognitioin’ Note A to our Consolidated Financial Statemémtsem 8 of this Form 10-K, the
existence of Implied Maintenance Release PCS urstomer arrangement requires recognition of sonad arrangement consideration,
depending on GAAP applicable to the deliverablesy dhe period of time that the Implied MaintenaRedease PCS is delivered, which is
after product delivery or services are renderedisuggnerally several years. The errors in thentiaf revenue recognition have been corre
in the restated consolidated financial statemdiis.significant change in the pattern of reveneegaition also had indirect impacts on
revenue-related accounts, such as sales retumaaltees and, as discussed further below, non-reveraeints such as goodwill, stock-based
compensation and income taxes, which have also les¢mted in the restated consolidated financééstents.

Goodwill

As a result of the change in the timing of reveraegnition described above and the resulting am#én deferred revenues, the carrying
values of the reporting units used in our origigabdwill impairment tests were incorrect for eadtdrical period impacted by the restatement
of revenue, including those periods in which impeant charges totaling $172.4 million had been medr The decrease in carrying value of
the reporting units arising from the deferred raxeresulted in negative carrying value and charmé#se original step one conclusions that
further considerations of goodwill impairment weeguired under step two, and, as such, no impairstesuld have been recognized in the
periods prior to January 1, 2011. As a resultctreying value of goodwill was restated to $419i#liom at December 31, 2010. On January 1,
2011, we adopted ASU No. 2010-28hen to Perform Step 2 of the Goodwill ImpairmezgtTor Reporting Units with Zero or Negative
Carrying Amounts or ASU No. 2010-28. ASU No. 2018 requires companies with negative carrying valiug reporting unit to perform st
two of the impairment test when it is more likeyah not that a goodwill impairment exists. Upongidm of ASU No. 2010-28, we recorded a
full impairment of goodwiltthrougha cumulativeeffect adjustment to accumulated deficit. The ahecli the fair value of goodwill that caus
the impairment was the result of declines in actural expected cash flows that occurred over a akyear period prior to December 31, 2010
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The following table presents the adjustments tadgalbfor the year ended December 31, 2011 (Red}dia thousands):

Goodwill balance at December 31, 2010, as prewoegiorted $ 246,99
Effect of restatement 172,37:
Goodwill balance at December 31, 2010, as restated 419,36¢
Cumulative-effect adjustment due to the adoptioASY No. 2010-28 (419,36%)
Goodwill balance at December 31, 2011, as restated $ —

StockBased Compensation

As a result of the change in the timing of reveraeognition described above, the timing and amofistock-based compensation expense
attributable to performance-based awards, whereagd vesting was based on profitability, also gealn Due to the restated historical
financial statements, many of the performance-basetds have vested earlier than originally esthat

Restructurinc

We also identified errors in a restructuring chamorded in the year ended December 31, 2009.rifmally assumed that a vacated facility
could be sublet, reducing the restructuring expéysg2.2 million at that time. Subsequently, mamaget determined that contractual
provisions severely limited us from executing alsabe, which resulted in no possible sublease iecatrthe time of lease abandonment. The
cumulative effect of this error and other restraagrrelated adjustments totaling $1.5 million a&dember 31, 2010 was reflected as an
adjustment to the 2011 opening balance of accueuii@gficit in our Consolidated Financial Statemémisem 8 of this Form 10-K..

Income Taxe

We identified and corrected certain errors reldtethe accounting for an intercompany loan madeseen two of our international subsidiaries
that occurred during the year ended December 317.20e determined that we should have accrued wiidig taxes of $3.8 millionand as
result we had understated the provision for inctemes in 2007 and income taxes payable reportexinbalance sheets for each period
subsequent to the transaction. Additionally, agabtevas not withheld and paid to the taxing atitiiowe are subject to interest and penalties
on the unpaid balance. The cumulative effect & &nror and other adjustments totaling $6.2 milabiDecember 31, 2010 was reflected as an
adjustment to the 2011 opening balance of accueuii@éficit in our Consolidated Financial Statemémisem 8 of this Form 10-K. We also
adjusted income taxes as necessary to reflechthadt of the changes in the timing of revenue reitimyn described above. We also identified
several errors in the compilation of our defer@ddssets and liabilities that are discussed imdites to the financial statements. Due to the
valuation allowance we had recorded against grei=ebd tax assets, the adjustments had no net effeour financial results; however, the
corrected balances are reflected in the notesrteansolidated financial statements.

Other Adjustments

In addition to correcting the restatement adjustsidescribed above, we also recorded other adjussmh@r other errors identified during the
restatement process, including adjustments of $fllibn to inventory and adjustments to accruediliies, as well as reclassifications of
operating expenses to cost of revenues totalirg id8lion.
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Cumulative Effect of Prior Period Adjustments

The following table presents the cumulative effefdthe prior period adjustments to stockholderdiaiteat December 31, 2010 (in thousands):

Accumulated

Additional Other Total

Common Paid-in Accumulated Treasury Comprehensive Stockholders’

Stock Capital Deficit Stock Income Equity (Deficit)

Balances at December 31, 2010, as previously egport $  42Z  $1,005,19: $ (495,259 $ (91,029 $ 7,268 $ 426,61(
Revenue recognition adjustments — — (897,83Y) — 957 (896,879
Goodwill adjustments — — 172,37: — — 172,37:
Restructuring adjustments — — (1,452 — — (1,457
Income tax adjustments — — (6,280 — 683 (5,597
Stock-based compensation adjustments — 12,20 (12,209 — — —
Other adjustments — — (5,699 — 30:3 (5,390
Balances at December 31, 2010, as restated $ 42 $1,017,40.  $(1,246,34) $ (91,029) $ 9211 $ (310,33

Discontinued Operation:

On July 2, 2012, we exited our consumer busingsaitin a sale of the assets of that business irséparate transactions. As described furthe
in Note | to our Consolidated Financial Statemémisem 8 of this Form 10-K, the disposition of tbensumer business qualified for
presentation as a discontinued operation. The goaoying financial statements have been retrospagtadjusted for all periods presented to
report the consumer business as a discontinuectiqer

EXECUTIVE OVERVIEW
Our Company

We provide technology products, solutions and sess/that enable the creation and monetization dibaand video content. Specifically, we
develop, market, sell and support software andwnarel for digital media content production, managetnaad distribution. Digital media are
video, audio or graphic elements in which the imagend or picture is recorded and stored as tligalaes, as opposed to analog or thpse!
signals. Our products are used in production arst-paduction facilities; film studios; network fiiite, independent and cable television
stations; recording studios; live-sound performarereues; advertising agencies; government and &doedinstitutions; corporate
communication departments; and by independent \adeloaudio creative professionals and enthusi@stgects produced using our products
include feature films, prime-time television showsws programs, commercials, music, video and attardings.

Our mission is to create the most powerful andadatative media network that enables the creatiistrjbution and monetization of the most
inspiring content in the world. Guided by dAwid Everywheratrategic vision, we strive to deliver the indusmnost open, innovative and
comprehensive media platform connecting contergtime with collaboration, asset protection, digitibn and consumption for the media in
the world — from the most prestigious and awardaiig feature films, music recordings, and televisshows, to live concerts and news
broadcasts.

Avid Everywhert, introduced in April 2013, is our strategic visifar connecting creative professionals and medigmizations with their
audiences in a more powerful, efficient, collabimegtand profitable way. In April 2014, we unveilde details of and first product deliverak
guided byAvid EverywhereTo deliver on this vision, we have developed anatiooie to advance th&vid MediaCentral Platforma set of
modular application suites that together repreagrdpen, integrated, and flexible media producdioa distribution environment for the media
industry. TheAvid MediaCentral Platfornis intended to allow anyone with a creative ideadnceptualize, produce, monetize, and distribute
their work for the enjoyment and pleasure of others
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Recent Event:

Executive Management Chan

On February 11, 2013, we announced the appointofdrduis Hernandez, Jr. as our President and Ghetutive Officer. Mr. Hernandez has
been a member of our Board of Directors since 2Bt recently, Mr. Hernandez was Chairman of tbar@ and Chief Executive Officer of
Open Solutions, Inc., a technology provider tofficial institutions worldwide, which was acquiredJanuary 2013 by Fiserv, Inc.
Subsequently, on April 22, 2013, we announcedibhah W. Frederick had assumed the role of our EkexVWice President, Chief Financial
Officer and Chief Administrative Officer. Mr. Fredek had previously joined us as Chief of Stafffegbruary 11, 2013, working on strategic
projects as requested by our President and Chieflive Officer. Prior to that, Mr. Frederick waerBorate Executive Vice President and
Chief Financial Officer of Open Solutions, Inc. Als 2013, we appointed Jeff Rosica, formerly heb8ales and Marketing at Grass Valley,
as Senior Vice President of Worldwide Field Operai

Restatement and Related Matt

As discussed above in “Restatement of FinanciaeBtants,” the Explanatory Note and Note B to oungdtidated Financial Statements in
Item 8 of this Form 10-K, we have completed theoaoting evaluation commenced in early 2013 and hest&ted our consolidated financial
statements as of December 31, 2011 and for thetlyearended. As a result of this accounting evadnand restatement and our subsequent
failure to stay current in our SEC reporting obligas, our common stock was suspended from traofinyASDAQ on February 25, 2014 and
subsequently delisted. We intend to seek religtingur common stock on the NASDAQ Global Select kéain connection with becoming
current with our SEC reporting obligations. In ceation with our announcement of the accountingueat&dn, we also became subject to
litigation as discussed in Item 3 of Part | of thim 10-K. We have also determined that we havemiahweaknesses in our internal control
over financial reporting, as discussed in Item 94h@s Form 10-K.

Adoption of New Revenue Recognition Guidz

Prior to our adoption of ASU No. 2009-1@ertain Revenue Arrangements That Include Softklments, an amendment to ASC Subtopic
985-605, or ASU No. 2009-14, we primarily recognizedeamues using the revenue recognition criteria afodnting Standards Codification,
or ASC, Subtopic 985-6030ftware- Revenue RecognitioAs a result of our adoption of ASU No. 2009-14 anulary 1, 2011, a majority of
our products are now considered non-software elesnerder GAAP, which excludes them from the scdp&SC Subtopic 985-605 and
includes them within the scope of ASC Topic 6BByenue RecognitiarBecause we had not been able to establish vespamific objective
evidence, or VSOE, of fair value for Implied Mainésmce Release PCS, as described further belowastibdly all revenue arrangements prior
to January 1, 2011 were recognized on a ratable baser the service period of Implied Maintenanegeldse PCS. Subsequent to January 1,
2011 and the adoption of ASU No. 2009-14, we deitezra relative selling price for all elements o trrangement through the use of best
estimated selling price, or BESP, as VSOE and hamrdy evidence, or TPE, are typically not avaialésulting in revenue recognition of
arrangement consideration attributable to proden¢émue upon delivery of the product, provided #iko criteria for revenue recognition are
met, and revenue recognition of Implied MaintenaRetease PCS and other service and support elemastsime as services are renderec
a result of the adoption of this standard, we rdedrincreased revenues and net income of approedyr@00 million for the year ended
December 31, 2011 (Restated) as compared withtsethalt would have been recorded under the pricowatting standards. For transactions
occurring after January 1, 2011, our revenue reitiogrmolicies have generally resulted in the rattign of approximately 70% of billings as
revenue in the year of billing, and prior to Jayubr2011, the previously applied revenue recognipolicies resulted in the recognition of
approximately 30% of billings as revenue in theryaailling. We expect this trend to continue utdre periods.

2012 Divestiture of Consumer Business

On July 2, 2012, we sold, in two separate transastia group of consumer audio and video produciscartain related intellectual property, or
the Consumer Business, with a negative carryingevaf $25.0 million for total consideration of $&4nillion , recording a gain of $38.0
million net of $1.9 million of costs incurred tollséne assets.

The divestiture of these consumer product linesint@nded to:
» allow us to focus on the Broadcast and Media maakdtthe Video and Audio Post and Professional &t;
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* reduce complexity from our operations to improverapional efficiencies, a

» allow us to change our cost structure, by moangy from lower growth, lower margin sectors tveimproved financial
performance.

Net revenues from these divested product linese@pproximateh$155.9 million for 2011 (Restated) and $46.1 millfor 2012. The gain
on the divestiture of the Consumer Business andellated operating results have been classifiatisa®ntinued operations in our audited
consolidated financial statements included in 1&of this Form 10-K.

Financial Summary
Revenue

Net revenues from continuing operations w$563.4 million , $635.7 million and $766.9 milliomespectively, for 2013 , 2012 and 2011
(Restated). These decreases in revenues from aomginperations were primarily the result of lovaenortization of deferred revenues (that is,
lower recognition of revenue backlog) attributatoléransactions executed on or before Decembe2@®1Q, which, due to the adoption of ASU
No. 200%13, Multiple-Deliverable Revenue Arrangements, an anrerd to ASC Topic 6Q%r ASU No. 2009-13, and ASU No. 2009-14 as
described further in “Critical Accounting PolicaesdEstimates,” resulted in many of our product sapialifying for upfront revenue
recognition; whereas, prior to adoption the santei® required ratable recognition over periodspofaueight years. Revenue backlog
associated with transactions executed prior t@tiaption of ASU No. 2009-13 and ASU No. 2009-14 wdintinue to decline through 2016,
before the balance is largely amortized, contrilgitess revenue each period. As a result of thegehan accounting standards, even with
consistent or increasing aggregate order valuesyilvexperience significant declines in revenugsferred revenues and revenue backlog in
the coming years as revenue backlog associatednaitbactions occurring prior to January 1, 201drefeses each quarter without being
replaced by comparable revenue backlog from nems#ietions. After consideration of this change icoaating standards, there have been no
other significant changes in our revenues.

Gross Margin Percentage

Our gross margin percentage from continuing opematdecreased slightly to 60.3% in 2013 , comptr&®d.8% for 2012 . As previously
discussed, the revenues recognized from the aratiotizof deferred revenues attributable to trangastexecuted on or before December 31,
2010 will continue to decline until the deferregd@aue balances are largely amortized in 2016. Tresmues have 100% margins, becaus:
timing of the recognition of the deferred costs nad change as a result of our restatement, angross margin percentages will be negatively
impacted year over year as these revenues deBlimgally offsetting this decline resulting fromfdeed revenue amortization is a general
improvement in our services and support delivergrgby revenue increased while costs declined.

Operating Expenses

Our total operating expenses from continuing openatfor 2013 decreased to $314.7 million , fro8&3 million for 2012 This decrease w
largely due to the level of our restructuring cast2012, which were significantly lower in 2013\dadecreased marketing and selling expense
in 2013, partially offset by an increase in ourgmhand administrative expenses. Expenses froravhleiation of, and subsequent financial
restatement related to, our historical revenuegeition practices resulted in a $20.6 million irese in general and administrative expenses fi
2013.

Liquidity

At December 31, 2013, our cash balance was $4#idnm a decrease of $22.2 million from DecemBér 2012 , and we had no outstanding
borrowings against our credit facilities. The das®in our cash balance was largely the resultadégsional, legal and consulting fees related
to the evaluation of, and subsequent financiabtestent related to, our historical revenue recagmipractices, as well as restructuring-relatec
expenditures. At July 31, 2014, we had outstanbimgowings of $10.0 million under the Credit Agresmt and the remaining availability

totaled approximately $15.6 million . On August 2914, we entered into an amendment to our Cregliedment, extending the maturity date
from October 1, 2014 to October 1, 2015. For aherrdiscussion of our liquidity and cash flows,gsle see “Liquidity and Capital Resources.”
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated financial statements have beepaped in accordance with accounting principles glyeaccepted in the United States of
America. The preparation of these financial statgsieequires us to make estimates and assumpliahaffect the reported amounts of assets
and liabilities and the disclosures of contingesgests and liabilities as of the date of the finansfatements, and the reported amounts of
revenues and expenses during the reporting patiedregularly reevaluate our estimates and judgmaeanrdkiding those related to the
following: revenue recognition and allowances fales returns and exchanges; stock-based compengatiome tax assets and liabilities; and
restructuring charges and accruals. We base duratss and judgments on historical experience anidws other factors we believe to be
reasonable under the circumstances, the resulthioh form the basis for judgments about the cagyialues of assets and liabilities and the
amounts of revenues and expenses that are nolyrapgiarent from other sources. Actual results dliffgr from these estimates.

We believe the following critical accounting poéisimost significantly affect the portrayal of oimaicial condition and involve our most
difficult and subjective estimates and judgments.

Revenue Recognition and Allowance for Sales Retuams Exchanges

General

We commence revenue recognition when persuasiderese of an arrangement exists, delivery has ceduthe sales price is fixed or
determinable and collection is reasonably ass@ederally, the products we sell do not requireifiicant production, modification or
customization. Installation of our products is gafig routine, consists of implementation and cguafation and does not have to be performec
by us.

At the time of a sales transaction, we make ansassent of the collectability of the amount due frih® customer. Revenues are recognized
only if it is reasonably assured that collectiofl etcur. When making this assessment, we consideiomer credit-worthiness and historical
payment experience. If it is determined from thesetiof the arrangement that collection is noteeably assured, revenues are recognizec
cash basis, provided that all other revenue retiogniriteria are satisfied. At the outset of theaagement, we also assess whether the fee
associated with the order is fixed or determinainid free of contingencies or significant uncertagitWhen assessing whether the fee is fixec
or determinable, we consider the payment termblefransaction, our collection experience in sintiiansactions without making concessic
and our involvement, if any, in third-party finangitransactions, among other factors. If the fewidixed or determinable, revenues are
recognized only as payments become due from theroes, provided that all other revenue recognitigteria are met. If a significant portion
of the fee is due after our normal payment ternscivare generally 30 days, but can be up to 98,d#er the invoice date, we evaluate
whether we have sufficient history of successfatijlecting past transactions with similar termshwitt offering concessions. If that collection
history is sufficient, revenues are recognizedgoenue recognition commences, upon delivery optducts, assuming all other revenue
recognition criteria are satisfied. If we were taka different judgments or assumptions about arijexfe matters, it could cause a material
increase or decrease in the amount of revenuesteeo a particular period.

We often receive multiple purchase orders or catgrtom a single customer or a group of relatestamers that are evaluated to determine if
they are, in effect, part of a single arrangemiensituations when we have concluded that two orenooders with the same customer are so
closely related that they are, in effect, parta efngle arrangement, we account for those ordeassingle arrangement for revenue recognitiol
purposes. In other circumstances, when we havdudedt that two or more orders with the same cust@reindependent buying decisions,
such as an earlier purchase of a product and @guést purchase of a software upgrade or mainter@omract, we account for those ordel
separate arrangements for revenue recognition paspo

For many of our products, there has been an ongwigfice of Avid making available at no chargeustomers minor feature and
compatibility enhancements as well as bug fixea @rhen-and-if-available basis, or collectively 8@fte Updates, for a period of time after
initial sales to end users. The implicit obligationrmake such Software Updates available to customeer a period of time represents implied
post-contract customer support, which is deemédstta deliverable in each arrangement and is aceddat as a separate element (referred to
by us as Implied Maintenance Release PCS).

We enter into certain contractual arrangementshtaa¢ multiple elements, one or more of which maylélivered subsequent to the deliver
other elements. These multiple-deliverable arrareggsnmay include products, support, training, gsifenal
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services and Implied Maintenance Release PCS clordance with ASU No. 2009-13, for these multiplergent arrangements, we allocate
revenue to each deliverable of the arrangementbasé¢he relative selling prices of the deliverabla such circumstances, we first determine
the selling price of each deliverable based oW SDE of fair value if that exists; (ii) third-pargvidence of selling price, or TPE, when VSOE
does not exist; or (iii) best estimate of the sgllprice, or BESP, when neither VSOE nor TPE ex®&venue is then allocated to the non-
software deliverables as a group and to the soéwaliverables as a group using the relative spfliices of each of the deliverables in the
arrangement based on the selling price hierarchy ptbcess for determining BESP for deliverablesafbich VSOE or TPE does not exist
involves significant management judgment. In deteimy BESP, we consider a number of data pointduding:

» the pricing established by management when settiicgs for deliverables that are intended to bd sala standalone ba:
» contractually stated prices for deliverables thatiatended to be sold on a standalone k
« the pricing of standalone sales that may not gquakfVSOE of fair value due to limited volumes ariation in prices; ar

» other pricing factors, such as the geographigibn in which the products are sold and expedistbunts based on the customer size
and type.

In determining a BESP for Impliddaintenance Release PCS, which we do not sell aggharwe consider (i) the service period for thplied
Maintenance Release PCS, (ii) the differentialafue of the Implied Maintenance Release PCS dalblercompared to a full support contract,
(iii) the likely list price that would have resultérom our established pricing practices had tHaeleable been offered separately, and (iv) the
prices a customer would likely be willing to pay.

We estimate the service period of Implied Maintar@aRelease PCS based on the length of time theigredrsion purchased by the customer
is planned to be supported with Software Updafdacts and circumstances indicate that the origipavice period of Implied Maintenance
Release PCS for a product has changed significaftdy original revenue recognition has commeneadwill modify the remaining estimated
service period accordingly and recognize the thenaining deferred revenue balance over the rewsedce period.

We have established VSOE of fair value for all pesional services and training and for some osapport offerings. Our policy for
establishing VSOE of fair value consists of evahgstandalone sales, where available, to deterihmeubstantial portion of the transactions
fall within a reasonable range. If a sufficientwmole of standalone sales exist and the standaldciagpfor a substantial portion of the
transactions falls within a reasonable range, mamagt concludes that VSOE of fair value exists.

The following table sets forth our determinatiorttud estimated range of BESP of Implied MaintendRelease PCS, stated as a percentage ¢
the BESP of the underlying product being sold, gredestimated range of service periods of Implieadriténance Release PCS by product
group for all periods presented in the consolidéiteahcial statements.

BESP of Implied
Maintenance
Release PCS (as a ¢

Product Group of Product BESP) Estimated Service Period
Professional video creative tools 1% to 13% 18 to 72 months
Video storage and workflow solutions 1% to 2% 72 months
Media management solutions 1% to 3% 12 to 72 months
Consumer video-editing software 1% to 6% td.26 months
Digital audio software and workstations solution: 1% to 8% 12 to 36 months
Control surfaces, consoles and live-sound systems 1% to 5% 12 to 96 months
Notation software 4% to 8% 12 to 46 months
Consumer audio products 2% 24 months
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In accordance with ASU No. 2009-14, we exclude ftbmscope of software revenue recognition requerégmour sales of tangible products
that contain both software and non-software comptaihat function together to deliver the essefitiattionality of the tangible products. We
adopted ASU No. 2009-13 and ASU No. 2009-14 prasyedg on January 1, 2011 for new and materiallydified arrangements originating
after December 31, 2010.

Prior to our adoption of ASU No. 2009-14, we priifyarecognized revenues using the revenue recagndriteria of Accounting Standards
Codification, or ASC, Subtopic 985-60Spftware- Revenue RecognitioAs a result of our adoption of ASU No. 2009-on January 1, 2011
majority of our products are now considered norivearfe elements under GAAP, which excludes them fileenscope of ASC Subtopic 985-
605 and includes them within the scope of ASC T60i5,Revenue RecognitiarBecause we had not been able to establish VSG@dirafalue
for Implied Maintenance Release PCS, as descrilmtidefr below, substantially all revenue arrangeseribr to January 1, 2011 were
recognized on a ratable basis over the servicegefiImplied Maintenance Release PCS. Subseqodatriuary 1, 2011 and the adoption of
ASU No. 2009-14, we determine a relative selliniggfor all elements of the arrangement throughugeof BESP, as VSOE and TPE are
typically not available, resulting in revenue recibign upon delivery of arrangement consideratitiritautable to product revenue, provided all
other criteria for revenue recognition are met, engnue recognition of Implied Maintenance ReldaS& and other service and support
elements over time as services are rendered. Asudt of the adoption of these standards, we recbirtcreased revenues and net income of
approximately $300 million for the year ended DebenB1, 2011 (Restated) as compared with reswdtsatbuld have been recorded under the
prior accounting standards.

The timing of revenue recognition of customer ageaments follows a number of different accountinglals determined by the characteristics
of the arrangement, and that timing can vary sigaiftly from the timing of related cash paymente &tlom customers. One significant factor
affecting the timing of revenue recognition is thegermination of whether each deliverable in tharagement is considered to be a software
deliverable or a non-software deliverable, as @efinnder GAAP. For transactions occurring afteudanl, 2011, our revenue recognition
policies have generally resulted in the recognitbapproximately 70% of billings as revenue in ylear of billing, and prior to January 1,
2011, the previously applied revenue recognitiolici@s resulted in the recognition of approximat@8#6 of billings as revenue in the year of
billing. We expect this trend to continue in futyreriods.

Revenue Recognition of M-Software Deliverables

Revenue from products that are considered non-acétdeliverables is recognized upon delivery ofgfzeluct to the customer. Products are
considered delivered to the customer once they haea shipped and title and risk of loss has begrsferred. For most of our product sales,
these criteria are met at the time the produdtipgped. Revenue from support that is considereshasoftware deliverable is initially deferred
and is recognized ratably over the contractualbpkoi the arrangement, which is generally twelvanths. Professional services and training
services are typically sold to customers on a time& materials basis. Revenue from professionalcgsrnand training services that are
considered non-software deliverables is recogniaethese deliverables as services are providélde@ustomer. Revenue for Implied
Maintenance Release PCS that is considered a ritmase deliverable is recognized ratably over thevise period of Implied Maintenance
Release PCS, which ranges from 1 to 8 years .

Revenue Recognition of Software Deliveral

We recognize the following types of elements sdthg software revenue recognition guidance: (ijvgafe products and software upgrades,
when the software sold in a customer arrangemenbig than incidental to the arrangement as a wdnodethe product does not contain
hardware that functions with the software to prevégsential functionality, (ii) initial support deacts where the underlying product being
supported is considered to be a software deliverdhil) support contract renewals, and (iv) prafesal services and training that relate to
deliverables considered to be software deliveralidesause we do not have VSOE of the fair valueuofsoftware products, we are permitted
to account for our typical customer arrangemerdasiticlude multiple elements using the residualhoét Under the residual method, the
VSOE of fair value of the undelivered elements @hhtould include support, professional servicesaning, or any combination thereof) is
deferred and the remaining portion of the totahiagement fee is recognized as revenue for theatetivelements. If evidence of the VSOE of
fair value of one or more undelivered elements dad®xist, revenues are deferred and recognizeshwlklivery of those elements occurs or
when VSOE of fair value can be established. VSOfaiofvalue is typically based on the price chargdan the element is sold separately to
customers. We are unable to use the residual méth@tognize revenues for most arrangementsntbhtde products that are software
deliverables under GAAP since VSOE of fair valueslaot exist for Implied Maintenance Release PEBehts, which are included in a
majority of our arrangements.
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For software products that include Implied Maintece&Release PCS, an element for which VSOE of/édire does not exist, revenue for the
entire arrangement fee, which could include comntimna of product, professional services, training aupport, is recognized ratably as a
group over the longest service period of any dedilske in the arrangement, with recognition commegain the date delivery has occurred for
all deliverables in the arrangement (or beginscimuoin the case of professional services, traimind support). Standalone sales of support
contracts are recognized ratably over the senécm@ of the product being supported.

From time to time, we offer certain customers fupgrades or specified future products or enhancemérhen a software deliverable
arrangement contains an Implied Maintenance Rele@S:deliverable, revenue recognition of the emtirangement will only commence
when any free upgrades or specified future prodaicenhancements have been delivered, assumiothall products in the arrangement have
been delivered and all services, if any, have conuag.

Other Revenue Recognition Policies

In a limited number of arrangements, the profesdiearvices and training to be delivered are canmsitl essential to the functionality of our
software products. If services sold in an arrangerase deemed to be essential to the functionafithe software products, the arrangement is
accounted for using contract accounting. As we ltawveluded that we cannot reliably estimate outreah costs, we use the completed
contract method of contract accounting. The comeplebntract method of accounting defers all reveangecosts until the date that the
products have been delivered and professionalcesyvexclusive of post-contract customer suppastefibeen completed. Deferred costs
related to fully deferred contracts are recorded asmponent of inventories in the consolidateded sheet, and generally all other costs of
sales are recognized when revenue recognition comcese

We record a provision for estimated returns anémo#ifiowances as a reduction of revenues in the ggariod that related revenues are
recorded. Use of management estimates is requireorninection with establishing and maintaininglasallowance for expected returns and
other credits, including rebates and returns. IRintathese estimates, we analyze historical retamuscredits and other relevant factors. While
we believe we can make reliable estimates regattiegse matters, these estimates are inherentlgctiug. The amount and timing of our
revenues for any period may be affected if actoadlpct returns prove to be materially differentifrour estimates.

We record as revenues all amounts billed to custefoe shipping and handling costs and record tteah shipping costs as a component of
cost of revenues. Reimbursements received fronomess for out-of-pocket expenses are recordedvasues, with related costs recorded as
cost of revenues. We present revenues net of arg tollected from customers and remitted to gawent authorities.

In the consolidated statements of operations, w&sifly revenues as product revenues or servicesueg. For multiple element arrangements
that include both product and service elementdudieg Implied Maintenance Release PCS, we evalaaddable indicators of fair value and
apply our judgment to reasonably classify the ayeament fee between product revenues and servigesues. The amount of multiple elem
arrangement fees classified as product and sersévesues based on management estimates of fag waden VSOE of fair value for all
elements of an arrangement does not exist coulerdibm amounts classified as product and semggenues if VSOE of fair value for all
elements existed.

Stock-Based Compensation

We account for stock-based compensation at fairevdburing 2012, we granted both stock optionsrastticted stock units as part of our key
performer stock-based compensation program, angkarged both stock options and restricted stoctsuainewly hired employees during
2012 and the first two months of 2013. In priorngeave also issued restricted stock, and we refegdtricted stock and restricted stock units
collectively as restricted stock awards. The vestifistock options and restricted stock awards beapased on time, performance, market
conditions, or a combination of performance andkaaconditions. In the future, we may grant stosla@ls, options, or other equity-based
instruments allowed by our stock-based compensatims, or a combination thereof, as part of owral compensation strategy.

The fair values of restricted stock and restrictmtk unit awards with time-based vesting are baseithe intrinsic values of the awards at the
date of grant as these awards have a purchasegp$€e01 per share. We generally use the Blacle®stoption pricing model to estimate the
fair value of stock option grants with time-basedting. The Black-Scholes option pricing model
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relies on a number of key assumptions to calc@satienated fair values. Our assumed dividend yiéltkoo is based on the fact that we have
never paid cash dividends, we have no presenttiateto pay cash dividends and our current cregliégement precludes us from paying
dividends. Our expected stock-price volatility aaption is based on recent (six-month trailing) irglvolatility of the traded options. These
calculations are performed on exchange-traded mptid our common stock based on the implied vahatif long-term ( 9 - to 39 -month

term) exchange-traded options. We believe thagusiforward-looking market-driven volatility assutiom will result in the best estimate of
expected volatility. The assumed risk-free interat# is the U.S. Treasury security rate with entegual to the expected life of the option. The
assumed expected life is based on company-spégtiorical experience, considering the exercisebign of past grants and models the
pattern of aggregate exercises.

We also issue stock option grants or restricteckstmit awards with vesting based on market coowstj which historically included Avid's
stock price; or performance conditions, generally return on equity or operating margin; or a camabion of performance or market
conditions. The fair values and derived servicéqguisrfor all grants that include vesting based @mkat conditions are estimated using the
Monte Carlo valuation method. For stock option ¢gdhat include vesting based on performance comdit the fair values are estimated using
the Black-Scholes option pricing model. For restdcstock unit awards that include vesting basepesformance conditions, the fair values
are estimated based on the intrinsic values ohtterds at the date of grant as these awards hawebase price of $0.01 per share. For stock
option grants and restricted stock unit awards wétkting based on a combination of performancearkat conditions, compensation costs are
recorded based on the higher estimated grant-dateaiue for each vesting tranche and factoredHerestimated probability of achieving the
performance goals. For each stock option grantasiticted stock award with vesting based on a d@oation of performance or market
conditions where vesting will occur if either cotialn is met, the related compensation costs am@grézed over the shorter of the derived
service period or implicit service period.

At December 31, 2013 , most of the unvested awtatsnclude performance conditions have vestingdid®mns that are based upon the
achievement of a specified return on stockholdegsiity. At December 31, 2013, we believe it ishadole that these awards will vest, and
compensation expense is being recognized oventhked service period. At December 31, 2013 , tk@yhted-average remaining implied
service period of the awards with performance dion was approximately 0.64 years.

If factors change and we employ different assunmgtio estimate stock-based compensation experistuie periods, including changes in the
probability of achieving performance conditionsw decide to use a different valuation model stioek-based compensation expense
recognized in future periods may differ signifidgritom what we have recorded in the current pedad could materially affect our operating
income, net income and earnings per share. It nsayrasult in a lack of comparability with othemgpanies that use different models, method
and assumptions. See Notes A and M to our Congetidéinancial Statements in Item 8 for further infation regarding stock-based
compensation.

Income Tax Assets and Liabilitie

We record deferred tax assets and liabilities basetthe net tax effects of tax credits, operatogslcarryforwards and temporary differences
between the carrying amounts of assets and li@silior financial reporting purposes compared &amounts used for income tax purposes.
We regularly review our deferred tax assets foovecability with consideration for such factorshastorical losses, projected future taxable
income and the expected timing of the reversabxisting temporary differences. A valuation allowaris recorded when it is more likely than
not that some portion or all of the deferred tasess will not be realized. Based on the magnitdfdmiogross deferred tax assets, which totale
more that $400 million at December 31, 2013 , amdevel of historical U.S. losses, we have detaedithat the uncertainty regarding the
realization of these assets is sufficient to wdrtiaa need for a full valuation allowance against'd.S. deferred tax assets. We also determing
that a valuation allowance is warranted on a portibour foreign deferred tax assets.

Our assessment of the valuation allowance on o8ir &hd foreign deferred tax assets could changeeifuture based on our levels of pre-tax
income and other tax-related adjustments. Revefgak valuation allowance in whole or in part wsuésult in a norcash reduction in incon
tax expense during the period of reversal. To #ierg some or all of our valuation allowance isemed, future financial statements would
reflect an increase in non-cash income tax expensksuch time as our deferred tax assets ang ttilized.

The amount of income taxes we pay is subject tdragarpretation of applicable tax laws in the jdiedions in which we file. We have taken
and will continue to take tax positions based onioierpretation of such tax laws. There can bassurance that a taxing authority will not
have a different interpretation of applicable lavd @assess us with additional taxes. Should we ¢esasd with additional taxes, it could have &
negative impact on our results of operations aarfoial condition.
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We account for uncertainty in income taxes recogphin our financial statements by applying a step process to determine the amount @
benefit to be recognized. First, the tax positiamstrbe evaluated to determine the likelihood thadll be sustained upon examination by the
taxing authorities, based on the technical mefita® position. If the tax position is deemed midkely than not to be sustained, the tax pos

is then assessed to determine the amount of béneétognize in the financial statements. The arhotithe benefit that may be recognized is
the largest amount that has a greater than 50%hidael of being realized upon ultimate settlem@nir provision for income taxes includes
effects of any resulting tax

reserves, referred to as unrecognized tax bengfiasare considered appropriate as well as tiadebhet interest and penalties. At

December 31, 2013 and 2012 , the amounts recoadethfecognized tax benefits in our consolidatddrz® sheets totaled $24.7 million and
$22.6 million , respectively, including interesidgpenalties. If these benefits had been recogn&®&8, million and $0.9 million , respectively,
would have resulted in a reduction of our incomepvision at December 31, 2013 and 2012 .

Restructuring Charges and Accrua

We recognize facility-related restructuring chargpsn exiting all or a portion of a leased facilityd meeting cease-use and other
requirements. The amount of restructuring chargéased on the fair value of the lease obligatioriitfe abandoned space, which includes a
sublease assumption that could be reasonably ebtain

Based on our policies for the calculation and paynoé severance benefits, we account for emplogésted restructuring charges as an
ongoing benefit arrangement in accordance with AB@ic 712,Compensation - Nonretirement Postemployment Ben&@verance-related
charges are accrued when it is determined thabdity has been incurred, which is when the expgseverance payments are probable and
can be reasonably estimated.

Restructuring charges require significant estimatebassumptions, including sub-lease income aretaece period assumptions. Our
estimates involve a number of risks and uncersngsome of which are beyond our control, includirigre real estate market conditions and
our ability to successfully enter into subleaseteanination agreements with terms as favorablh@se assumed when arriving at our
estimates. We monitor these estimates and assumspiivat least a quarterly basis for changes auistances and any corresponding
adjustments to the accrual are recorded in ouersiett of operations in the period when such chaageknown.
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RESULTS OF OPERATIONS

The following table sets forth certain items froor eonsolidated statements of operations as a page of net revenues from continuing

operations for the periods indicated:

Net revenues:

Product revenues

Services revenues

Total net revenues
Cost of revenues
Gross margin
Operating expenses:

Research and development

Marketing and selling

General and administrative

Amortization of intangible assets

Restructuring costs, net

Total operating expenses

Operating income

Interest and other income (expense), net
Income from continuing operations before incometax
Provision for income taxes
Income from continuing operations, net of tax
Income from discontinued operations

Net income

Net Revenue

Year Ended December 31,

2011
2013 2012 (Restated)

70.2% 75.2% 86.2%
29.8% 24.1% 13.€ %
100.C% 100.C% 100.C(%
39.7% 39.2% 34.1%
60.2 % 60.¢ % 65.C%
16.€% 15.¢ % 14.5%
23.£% 24.1% 21.:2%
13.¢% 8.2% 6.€ %
0.£% 0.7% 1.1%
1.C% 3.C% 0.€%
55.€% 52.5% 44.L%
4.4% 8.2% 21.5%
(0.)% (0.9% (0.39%
4.:% 8.L% 21.2%
0.£% 0.€% 0.1%
3.E% 7.4% 21.1%
— % 7.2% 8.2%
3.E% 14.€% 29.4%

Our net revenues are derived mainly from salesddosand audio hardware and software products alutiens for digital media content
production, management and distribution, and rdlptefessional services and maintenance contracts.

Net Revenues from Continuing Operations for the Yes Ended December 31, 2013 and 2012

(dollars in thousands)

2013 Change 2012
Net Revenues $ % Net Revenues
Video products and solutions net revenues $ 243,17 (33,736 (12.2)% $ 276,90¢
Audio products and solutions net revenues 152,35t (49,569) (24.5)% 201,92:
Products and solutions net revenues 395,53: (83,299 (17.4)% 478,83(
Services net revenues 167,88: 11,00¢ 7.0% 156,87:
Total net revenues $ 563,41. (72,29) (11.4)% $ 635,70
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Net Revenues from Continuing Operations for the Yea Ended December 31, 2012 and 2011 (Restated)
(dollars in thousands)

2012 Change 2011
Net Revenues
Net Revenues $ % (Restated)

Video products and solutions revenues $ 276,90¢ $ (21,729 (7.3)% $ 298,63:
Audio products and solutions revenues 201,92: (160,166 (44.2)% 362,08
Total products and solutions revenues 478,83l (181,89() (27.5)% 660,72(
Services revenues 156,87. 50,70¢ 47.8% 106,16!
Total net revenues $ 635,70 $ (131,18) (17.1)% $ 766,88!

The following table sets forth the percentage afrmet revenues from continuing operations attribigtéao geographic regions for the periods
indicated:

Year Ended December 31,

2011
2013 2012 (Restated)
United States 39% 39% 41%
Other Americas 7% 7% 8%
Europe, Middle East and Africa 38% 39% 35%
Asia-Pacific 16% 15% 16%

Video Products and Solutions Revenues

2013 Compared to 2012

Video products and solutions revenues from contigwiperations decreased $33.7 million , or 12.286 2013, compared to 2012. In 2013,
compared to 2012, revenues from our video cre#tivks, storage and workflow solutions, and mediaagement solutions all decreased. The
decrease in video revenues was primarily the redldtwer amortization of deferred revenues (tsatawer recognition of revenue backlog)
attributable to transactions executed on or bef@eember 31, 2010, which, due to the adoption df) AB. 2009-13 and ASU No. 2009-14 as
described further in “Critical Accounting PolicaesdEstimates,” resulted in many of our product sapialifying for upfront revenue
recognition; whereas, prior to adoption the sandei® required ratable recognition over periodspofaueight years. Revenue backlog
associated with transactions executed prior t@ttaption of ASU No. 2009-13 and ASU No. 2009-14 wdintinue to decline through 2016,
before the balance is largely amortized, contrityutess revenue each period.

As a percentage of revenues from continuing opmratiall video product categories also decreasedgl@013, compared to 2012.
2012 Compared to 2011 (Restated)

Video products and solutions revenues from contigwiperations decreased $21.7 million , or 7,386 2012, compared to 2011 (Restated
2012, compared to 2011 (Restated), revenues frargideio creative tools and storage and workflowsohs decreased, while revenues from
our media management solutions all increased. Vel decrease in video revenues was primarilyéiselt of lower amortization of deferred
revenues (that is, lower recognition of revenueklzay) attributable to transactions executed onafote December 31, 2010, which, due to the
adoption of ASU No. 2009-13 and ASU No. 2009-14lescribed further in “Critical Accounting PolicaesdeEstimates,” resulted in many of
our product orders qualifying for upfront reveneeagnition; whereas, prior to adoption the samermrdequired ratable recognition over
periods of up to eight years. Revenue backlogdeasal with transactions executed prior to the #idapf ASU No. 2009-13 and ASU No.
2009-14 will continue to decline through 2016, vefthe balance is largely amortized, contributiesgslrevenue each period.

As a percentage of revenues from continuing opsratistorage and workflow solutions and media mamagt solutions increased, while the
percentage for video creative tools decreased.
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Audio Products and Solutions Reven

2013 Compared to 2012

Audio products and solutions revenues from contiguiperations decreased $49.6 million , or 24.566 2013, compared to 2012. In 2013,
compared to 2012, revenues from our digital audfonsare and workstation solutions and control stefa consoles and live-sound systems
decreased. The decrease in audio revenues wagipyitha result of lower amortization of deferrezlyenues (that is, lower recognition of
revenue backlog) attributable to transactions ebegtan or before December 31, 2010, which, dubdatioption of ASU No. 2009-13 and
ASU No. 2009-14 as described further in “Criticalodunting Polices and Estimates,” resulted in mafryur product orders qualifying for
upfront revenue recognition; whereas, prior to didopthe same orders required ratable recogniti@ar periods of up to eight years. Revenue
backlog associated with transactions executed fwitite adoption of ASU No. 2009-13 and ASU No.2Q@ will continue to decline through
2016, before the balance is largely amortized,rdmuting less revenue each period. We continu@éoasshift from hardware-based products t
software-only products for the digital audio softerand workstation solutions.

As a percentage of revenues from continuing opmratiour digital audio software and workstatioruiohs and control surfaces, consoles anc
live-sound system categories both decreased dafihg, compared to 2012.

2012 Compared to 2011 (Restated)

Audio products and solutions revenues from contiguiperations decreased $160.2 million , or 44,2862012, compared to 2011 (Restatt

In 2012, compared to 2011 (Restated), revenues dwandigital audio software and workstation soloi@nd control surfaces, consoles and
live-sound systems decreased. The decrease in amainues was primarily the result of lower amatian of deferred revenues (that is, lower
recognition of revenue backlog) attributable tmgactions executed on or before December 31, 2@i6h, due to the adoption of ASU No.
2009-13 and ASU No. 2009-14 as described furthéCiitical Accounting Polices and Estimates,” réedlin many of our product orders
qualifying for upfront revenue recognition; whergasor to adoption the same orders required ratedstognition over periods of up to eight
years. Revenue backlog associated with transactivacuted prior to the adoption of ASU No. 2-13 and ASU No. 2009-14 will continue to
decline through 2016, before the balance is largeigrtized, contributing less revenue each period.

As a percentage of revenues from continuing opmratiour digital audio software and workstatiorusohs and control surfaces, consoles anc
live-sound system categories both decreased d2fihg, compared to 2011 (Restated).

Services Revenues

2013 Compared to 2012

Services revenues are derived primarily from maiatee contracts, as well as professional serviegsraining. The $11.0 million , or 7.0% ,
increase in services revenues from continuing djpersfor 2013, compared to 2012, was primarily ib&ult of increased maintenance
revenues, driven by maintenance contracts attaicheew product sales. During 2013, we continueid¢tude a one-year maintenance contrac
with certain product sales, which we began duri@j12 While this has had a positive impact on 201 2013 maintenance revenues, the €
on future maintenance revenues will depend onethel lof renewal rates on these contracts.

2012 Compared to 2011 (Restated)
The $50.7 million , or 47.8% , increase in servimgenues for 2012, compared to 2011 (Restated)thvearesult of increased maintenance
revenues, driven by maintenance contracts attattheelw product sales, and increased revenues frofagsional services. During 2011, we

began to include a one-year maintenance contraletogitain product sales, which had a positiveotf®m our 2011 (Restated) maintenance
revenues and an even greater impact on our 20&enance revenues.
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Revenue Backlc

At December 31, 2013, we had revenue backlog ofceqapately $559 million , compared to $610 milliahDecember 31, 2012. Revenue
backlog, as we define it, consists of firm ordermseived and includes both (i) orders where theoowet has paid in advance of our performe
obligations being fulfilled, which are reflected deferred revenues in our balance sheet and @@@rerfor future product deliveries or services
that have not yet been invoiced by us. Revenuelbgassociated with arrangement consideration ipeddivance primarily consists of defer
revenue related to (i) the undelivered portionroiwal support contracts, (ii) software arrangeméartsvhich VSOE of fair value of
undelivered elements does not exist, (iii) Implddintenance Release PCS performance obligations(i@nin-process installations that are
subject to substantive customer acceptance prodisRevenue backlog associated with orders fordyttoduct deliveries and services where
cash has not been received primarily consists) @r@duct orders received but not yet shippedp(dfessional services not yet rendered and
(iii) future years of multi-year support agreememts yet billed.

A meaningful portion of our revenue backlog isiatitable to deferred revenue related to transastibat occurred prior to our January 1, 201:
adoption of the accounting guidance related to ipigkelement arrangements (ASU No. 2009-13) andchtimeunting guidance related to
differentiating software and hardware in a combipeatiuct offering (ASU No. 2009-14). Prior to outoption of ASU No. 2009-14, the
majority of our products were subject to softwareanue recognition guidance that required us togieize revenue ratably for periods as long
as eight years from product delivery because weandichave VSOE of fair value for the Implied Mainéece Release PCS deliverable include
in most of our customer arrangements. Upon adoptigkSU No. 2009-14, most of our products are nawaligded from the scope of software
revenue recognition, resulting in recognition abagement consideration upon product shipmente¢has management’s best estimate of
selling price) with only the arrangement consideraattributable to Implied Maintenance Release BEISg recognized ratably over an
extended period of time. As a result of the changecounting standards, even with consistentanesing aggregate order values, we will
experience significant declines in revenues, deterevenues and revenue backlog in the coming wsarsvenue backlog associated with
transactions occurring prior to January 1, 201Tekeses each quarter without being replaced by cabigarevenue backlog from new
transactions.

The expected timing of recognition of revenue baglds revenue in the future is as follows as ofdbdwer 31, 2013 (in thousands):

For the Year Ending December 31,

2014 2015 2016 2017 2018 Thereafter Total
Orders executed prior to January 1, 2011 $ 92,33 $ 58,17 $ 2452 $ 95z % 144  $ — $ 176,12:
Orders executed or materially modified on or after
January 1, 2011 200,89: 86,67¢ 53,03:. 27,53t 14,67 13t 382,94°
$ 293,22¢ $ 144,84¢ $ 77,55: $ 28,48t $ 14,81¢ $ 13¢ $ 559,07:

Certain orders included in revenue backlog mayebleiced, canceled or deferred by our customerseXpected timing of the recognition of
revenue backlog as revenue is based on our cugstintates and could change based on a numbertofdamcluding (i) the timing of delivery
of products and services, (ii) customer canceltetior change orders, or (iii) changes in the eséthperiod of time Implied Maintenance
Release PCS is provided to customers. As there isdustry standard definition of revenue backlmgr, reported revenue backlog may not be
comparable with other companies. Revenue backlaj asy particular date should not be relied upsindicative of our net revenues for any
future period.

Cost of Revenues, Gross Profit and Gross Margin ¢artage

Cost of revenues consists primarily of costs asgediwith:

e the procurement of components and finished gt

» the assembly, testing and distribution of finisipedducts

e warehousing

e customer support costs related to maintenanceaximgvenues and other servii
» royalties for thirdparty software and hardware included in our prost

» amortization of technology; a

» providing professional services and train
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Amortization of technology included in cost of reues represents the amortization of developed tdoby assets acquired as part of
acquisitions and is described further in the Anzattibn of Intangible Assets section below.

Costs of Revenues for the Years Ended December 2013 and 2012
(dollars in thousands)

2013 Change 2012

Costs $ % Costs
Costs of products revenues $ 159,26: $ (23,500 (12.9)% $ 182,76«
Costs of services revenues 63,17" (493 (0.8)% 63,67(
Amortization of intangible assets 1,46¢ (1,106 (43.0)% 2,57¢
Total cost of revenues 223,90¢ (25,099 (10.1)% 249,00¢
Gross profit $ 339,50 $ (47,19) (12.2)% $ 386,69!

Costs of Revenues for the Years Ended December 2012 and 2011 (Restated)
(dollars in thousands)

2012 Change 2011
Costs $ % Costs (Restated)
Costs of products revenues $ 182,76: $ (5,4579) (2.9)% $ 188,21
Costs of services revenues 63,67( (7,139 (10.1)% 70,80¢
Amortization of intangible assets 2,57¢ (119 (4.4)% 2,69:
Total costs of revenues 249,00t (12,710 (4.9)% 261,71t
Gross profit $ 386,69! % (118,479 (23.5)% $ 505,16

Gross Margin Percentage

Gross margin percentage, which is net revenuestests of revenues divided by net revenues, fluetubased on factors such as the mix of
products sold, the cost and proportion of thirdypaardware and software included in the systerts ue offering of product upgrades, price
discounts and other sales-promotion programs, igighiition channels through which products arelstile timing of new product
introductions, sales of aftermarket hardware prtglsach as disk drives and currency exchangetateifitions. Our total gross margin
percentage for 2013 decreased slightly to 60.3%m 60.8% for 2012. As previously discussed, tivemees recognized from the amortization
of deferred revenues (that is, the recognitiorewenue backlog) attributable to transactions exetcah or before December 31, 2010 will
continue to decline until the related deferred nexeebalances are largely amortized in 2016. Thegenues have 100% margins, because the
timing of the recognition of the deferred costs wad change as a result of our restatement, andross margin percentages will be negatively
impacted year over year as these revenues decline.

Gross Margin % for the Years Ended December 31, 2@l 2012 and 2011 (Restated)

(Decrease) (Decrease) 2011 Gross
2013 Gross Increase in 2012 Gross Increase in Margin %

Margin % Gross Margin % Margin % Gross Margin % (Restated)
Products 59.7% (2.1)% 61.8% (9-7)% 71.5%
Services 62.4% 3.0% 59.4% 26.1% .3%3
Total 60.3% (0.5)% 60.8% (5.1)% 65.9%
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2013 Compared to 2012

Our products gross margin percentage from contghajperations for 2013, compared to 2012, was negjgtimpacted by the effect of the
amortization of our deferred revenue balancesssudsed above.

The increase in services gross margin percentage dontinuing operations for 2013, compared to 20d5 driven by a significant increase
services revenues from maintenance contracts, wideh higher gross margins than professional sss\aod training, as well as margin
improvement for professional services resultingrfrenhanced productivity. As mentioned previousiyjry 2011, we began to include first-
year maintenance support with certain product salegh continues to have a positive effect onmaintenance revenue

2012 Compared to 2011 (Restated)

Our products gross margin percentage from contgqajperations for 2012, compared to 2011 (Restavemh,negatively impacted by the
impact of the amortization of our deferred revehakances as previously discussed, as well as thadnof bundling first-year maintenance
with certain product sales. As mentioned previoudlying 2011 we began to bundle first-year maiatee support with certain of our product
sales. This adversely impacted our products gr@sgimpercentages for 2012, compared to 2011 (ReBtebut improved our services
margins.

The increase in services gross margin percentag®fi?, compared to 2011 (Restated), was drivea &gnificant increase in services
revenues from maintenance contracts, which havgehigross margins than professional services amirg, as well as margin improvement
for professional services. The bundling of firseyenaintenance support with certain product sadelsahsignificant positive effect on our
maintenance revenues, resulting in improved marfginthose sales. A portion of the margin improvetfer professional services was the
result of loss provisions recorded as professisaatices costs in 2011, which were related to ggifmal services contracts assumed as part |
a 2010 acquisition.

Operating Expenses and Operating Income

Operating Expenses and Operating Income for the Yea Ended December 31, 2013 and 2012
(dollars in thousands)

2013 Change 2012
Expenses $ % Expenses
Research and development expenses $ 95,24¢ % (3,630 (3.7)% $ 98,87¢
Marketing and selling expenses 133,89( (19,59) (12.8)% 153,48:
General and administrative expenses 77,57¢ 25,51 49.0% 52,06¢
Amortization of intangible assets 2,64¢ (1,606 (37.8)% 4,25¢
Restructuring costs, net 5,37( (19,469 (78.4)% 24,83¢
Total operating expenses $ 314,73 % (18,789 (5.6)% $ 333,51
Operating income $ 24,76¢  $ (28,409 (63.4)% $ 53,17
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Operating Expenses and Operating Income for the Yea Ended December 31, 2012 and 2011 (Restated)
(dollars in thousands)

2012 Change 2011

Expenses

Expenses $ % (Restated)
Research and development expenses $ 98,87¢ $ (22,250 (11.0)% $ 111,12¢
Marketing and selling expenses 153,48: (9,729 (6.0)% 163,20«
General and administrative expenses 52,06¢ 1,33¢ 2.6% 50,73:
Amortization of intangible assets 4,25¢ (4,279 (50.1)% 8,52¢
Restructuring costs, net 24,83¢ 18,30¢ 280.1% 6,534
Total operating expenses $ 333,51t % (6,609 (1.9)% $ 340,12
Operating income $ 53,177 $ (111,86 (67.8)% $ 165,04(

Research and Development Exper

Research and development, or R&D, expenses indosls associated with the development of new prtscarad the enhancement of existing
products, and consist primarily of employee satasied benefits; facilities costs; depreciationiEéar consulting and temporary employees;
and prototype and other development expenses. R@PBreses decreased $3.6 million , or 3.7% , duhiegyear ended December 31, 2013 ,
compared to 2012primarily as a result of our 2012 restructurimg@ns and improved organizational efficiencieddwing our 2012 consum:
business divestiture.

Year-Over-Year Change in Research and Developmentdgenses for the Years Ended December 31, 2013 ar@il2
(dollars in thousands)

2013 (Decrease)/Increase 2012 (Decrease)/Increase
From 2012 From 2011 (Restated)
$ % $ %
Personnel-related expenses (1,282 (2.2)% (7,88¢€) (11.8)%
Facilities and information technology infrastruewosts (949) (5.1)% (1,367 (6.4)%
Consulting and outside services (867) (5.99% (1,53¢) (8.9)%
Computer hardware and supplies expenses 45E 15.7% (1,529 (32.4)%
Other expenses (987) (24.8)% 57 1.4%
Total research and development expenses decrease $ (3,630 (3.7% $ (12,250 (11.0)%

2013 Compared to 2012

The decrease in personnel-related expenses waarpyiue to decreased salary expenses on lowelogagheadcount largely resulting from
our 2012 restructuring actions, partially offsethigher accruals for incentive-based compensalibe.decrease in facilities and information
technology infrastructure costs for 2013, compaoe2012, was primarily due to employee headcoutiiegons and facilities closures result
from our 2012 restructuring actions, while the @ase in consulting and outside services was piiyrthe result of a reduction in the use of
contract employees and services. The increasempgter hardware and supplies expenses was printheilyesult of the increased number of
development projects in 2013, when compared to 2@h#le the decrease in other expenses was thé césiecreases in several expense
categories resulting from our restructuring actiand improved organizational efficiencies followiogr 2012 consumer business divestiture.
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2012 Compared to 2011 (Restated)

The decrease in personnel-related expenses for, 20frhared to 2011 (Restated), was primarily dutettyeased salary expenses on lower
employee headcount largely resulting from our 2@E2ructuring actions, while the decrease in caimguhnd outside services costs was the
result of a reduction in the use of contract empésyand services. The decrease in computer hardwargupplies expenses was also primaril,
the result lower expenses on lower employee headc®be decrease in facilities and information reslbgy infrastructure costs was also
primarily due to employee headcount reductionsfaniities closures resulting from our 2012 restming actions.

Marketing and Selling Expens

Marketing and selling expenses consist primarilgmployee salaries and benefits for selling, mamgednd pre-sales customer support
personnel; commissions; travel expenses; advagteinl promotional expenses; web design costs a@iliiés costs. Marketing and selling
expenses decreased $19.6 million , or 12.8% , duhie year ended December 31, 2013 , comparedl® 2frimarily as a result of our 2012
restructuring actions and improved organizatiofffédiencies following our 2012 consumer businessedtiture.

Year-Over-Year Change in Marketing and Selling Expases for Years Ended December 31, 2013 and 2012
(dollars in thousands)

2013 (Decrease)/Increase 2012 (Decrease)/Increase
From 2012 From 2011 (Restated)
$ % $ %
Personnel-related expenses $ (9,99¢) (6.9)% $ (7,307) (4.8)%
Consulting and outside services costs (4,227 (22.9)% (517 2.71%
Facilities and information technology infrastruewosts (3,489 (10.9)% (74¥¢) (2.3)%
Tradeshow and other promotional expenses (2,400 (21.2)% (2,039 (15.3)%
Foreign exchange (gains) losses (509) (73.1)% 1,18¢ 241.3%
Bad debt expense 12¢€ 434.1% (1,149 (97.5)%
Other expenses 89¢ 1.6% 842 1.5%
Total marketing and selling expenses decrease $  (19,59) (128%n $ (9729 (6.0)%

2013 Compared to 2012

The decrease in personnel-related expenses for, 20tr§pared to 2012, was primarily due to decreaaaty and benefit expense on lower
headcount and lower sales commissions on lowent@g resulting from our 2012 restructuring actiavisile the decrease in consulting and
outside services was due to lower 2013 costs rbtateong-term sales and marketing strategy planniime decrease in facilities and
information technology infrastructure costs wasraniily due to employee headcount reductions anititfes closures also related to our 2012
restructuring actions.

2012 Compared to 2011 (Restated)

The decrease in personnelated expenses for 2012, compared to 2011 (Re3tavas primarily due to decreased salary andfivex@ense o
lower headcount resulting from our 2012 restruaidctions and lower sales commissions on lowamess. The decrease in bad debt
expenses was largely the result of lower accowusivable balances on lower revenues in 2012. €heedse in facilities and information
technology infrastructure costs was primarily duemployee headcount reductions and facilitiesurks resulting from our 2012 restructuring
actions, while the decrease in consulting and datservices was due to lower 2012 costs relat@mhgpterm sales and marketing strategy
planning.

General and Administrative Expenses

General and administrative expenses consist piliynaremployee salaries and benefits for administea executive, finance and legal
personnel; audit, legal and strategic consultirgfand insurance, information systems and faglitosts. Information
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systems and facilities costs reported within gdreard administrative expenses are net of allocattorother expenses categories. General an
administrative expenses increased $25.5 million490% , during the year ended December 31, 2@b8pared to 2012 , primarily as a resul
of increased costs from the evaluation of, and egiasnt financial restatement related to, our histbrevenue recognition practices and
increased related legal expenses, partially offgetavings resulting from our 2012 restructurinticens and improved organizational
efficiencies following our 2012 consumer busineisgstiture.

Year-Over-Year Change in General and AdministrativeExpenses for the Years Ended December 31, 2013 a2l 2
(dollars in thousands)

2013 Increase/(Decrease) 2012 (Decrease)/Increase
From 2012 From 2011 (Restated)
$ % $ %
Consulting and outside services expenses $ 26,24 261.6% $ 1,80¢ 19.9%
Personnel-related expenses 1,47¢ 5.4% (1,499 (5.2)%
Facilities and information technology infrastruewosts (1,289 (11.8)% 72¢ 6.5%
Divestiture-related expenses and legal settlemastsc (1,019 (99.4)% 52z 94.0%
Other expenses 89 3.2% (229) (6.7)%
Total general and administrative expenses increase $ 2551 49.0%0 $ 1,33¢ 2.6%

2013 Compared to 2012

The increase in consulting and outside services 02013, compared to 2012, was primarily du$20.6 million in audit, legal and other
professional fees for outside services incurreéhgu2013, but not present in 2012, resulting friwa évaluation of, and subsequent financial
restatement related to, our historical accountiagtment related to bug fixes, upgrades and enh@ts to certain products. The increase in
personnel-related expenses was primarily the reshligher accruals for incentive-based compensatie well as costs related to our
management transition, partially offset by lowercgtbased compensation expense. The decreasélitieand information technology
infrastructure costs was primarily due to emplolgeadcount reductions and facilities closures resuftom our 2012 restructuring actions.
The decrease in divestiture-related expenses gatldettlement costs was primarily the result ofaie costs related to our 2012 consumer
business divestitures, which were not present 820

2012 Compared to 2011 (Restated)
The decrease in personnel-related expenses for, 20fhared to 2011 (Restated), was largely duetoedised salary and benefit expense on
lower headcount. The increase in consulting andidetservices costs was primarily the result oféased audit and other professional fees fo

outside services during 2012. The increase in tives-related expenses and legal settlement egatsprimarily the result of certain costs
related to our 2012 consumer business divestitwiigh were not present in 2011 (Restated).

Amortization of Intangible Asse

Intangible assets result from acquisitions anduideldeveloped technology, customer-related intd@gjilrade names and other identifiable

intangible assets with finite lives. These intatgilssets are amortized using the straight-lindnatkbver the estimated useful lives of such
assets, which are generally two years to twelvesygemortization of developed technology is recardéthin cost of revenues. Amortization
of customer-related intangibles, trade names dmer adentifiable intangible assets is recorded witperating expenses.
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Year-Over-Year Change in Amortization of Intangible Assets for the Years Ended December 31, 2013 angil2
(dollars in thousands)

2013 Decrease 2012 Decrease
From 2012 From 2011 (Restated)
$ % $ %
Amortization of intangible assets recorded in @isevenues $ (1,10¢6) (43.0)% $ (119 (4.4)%
Amortization of intangible assets recorded in oplegaexpenses (1,606 (37.8)% (4,279 (50.1)%
Total amortization of intangible assets $ (2719 B9.N% $ (439 (39.1)%

2013 Compared to 2012

The decrease in amortization of intangible assstsrded in cost of revenues during 2013, compar@®12, was primarily the result of certain
acquired technology-related intangible assets bewpflly amortized. The decrease in amortizatieoarded in operating expenses for the
same period was primarily the result of certainuaregl intangible assets becoming fully amortized.

The unamortized balance of our identifiable inthfgiassets related to all acquisitions was $4.Bamiat December 31, 2013 . We expect
amortization of these intangible assets to be agpmately $1.8 million in 2014 , $1.5 million in 28Jand $1.0 million in 2016 . See Note J,
Intangible Assets, to our Consolidated Financiat&hents in Item 8 for further information regagdour identifiable intangible assets.
2012 Compared to 2011 (Restated)

The slight decrease in amortization of intangildseds recorded in cost of revenues during 2012paced to 2011 (Restated), was primarily

result of changes in foreign currency exchangesrdike decrease in amortization recorded in opegy@&xpenses for the same period was
primarily the result of certain acquired intangibisets becoming fully amortized.

Restructuring Costs, N

2013 Restructuring Plans

In June 2013, our new leadership evaluated the etiagkand selling teams and, in an effort to bedtign sales resources with our strategic
goals and enhance our global account team apprebctinated 31 positions. As a result, we recogihigated restructuring costs of $1.7
million in 2013.

During November and December 2013, our executiveag@ament team identified opportunities to lowetgasthe supply and hardware
technology group by eliminating 29 positions indaare shared services and 15 positions in the gyl technology group. Additionally, an
engineering reorganization at the same time res$irdtéhe elimination of four engineering positioAs a result, we recognized $1.7 million of
related restructuring costs in November and Dece@®&S3.

2012 Restructuring Plan

In June 2012, we committed to a series of strategfions, or the 2012 Plan, to focus on our Brosdaad Media and Video and Audio Post
and Professional markets and to drive improvedaijpey performance. These actions included the tiues of certain of our consumer-
focused product lines, a rationalization of theibhess operations and a reduction in force. Actiomder the plan included the elimination of
approximately 280 positions in June 2012, the abamnt of one of our facilities in Burlington, Massusetts and the partial abandonment c
facilities in Mountain View and Daly City, Califoimin September 2012. During 2012, we recordeduettring charges of $13.9 million
related to severance costs and $8.6 million forctbsure or partial closure of facilities.

During 2013, we recorded $0.1 million in additiosalerance costs and revisions totaling $1.8 miliesulting from sublease assumption

changes and other costs related to the abandociéiti€fa under the 2012 Plan. We substantially ctatgal all actions under the 2012 Plan priol
to December 31, 2012.
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2011 Restructuring Plan

In October 2011, we committed to a restructurirappbr the 2011 Plan, intended to improve operatiefficiencies. Actions under the 2011
Plan included the elimination of approximately Ziditions and the closure of our facility in Irwadd, California. During 2011 (Restated), we
recorded $8.9 million related to severance costs®n2 million related to the closure of the Irwétel facility. During 2012, we recorded
restructuring recoveries of $0.3 million as a resfitevised severance estimates. There is no remgaaccrual balance related to this plan at
December 31, 2013, and no further restructuringastare anticipated under this plan.

2010 Restructuring Plan

In December 2010, we initiated a worldwide resttiag plan, or the 2010 Plan, designed to betigndinancial and human resources in
accordance with its strategic plans. During 2814 recorded restructuring expense recoveries @ B8lion as a result of revised severance
estimates, as well as $0.7 million in additionadtsaelated to the closure of a facility in Germabwring 2012, we recorded revisions totaling
$0.7 million as a result of sublease assumptiomgés for the partial abandonment of a facility @yDCity, California under the 2010 Plan.
The remaining accrual balance of $0.5 million at&aber 31, 2013 is related to the closure of dastio Daly City, California facility. No
further restructuring actions are anticipated urbisrplan.

2008 Restructuring Plan
In October 2008, we initiated a company-wide regtring plan, or the 2008 Plan. During 2012, weorded revisions totaling $1.8 millicas ¢
result of sublease assumption changes for theapaliandonment of a facility in Daly City, Califaanunder the 2008 Plan. The remaining

accrual balance of $2.2 million at December 31,3B8Ielated to the closure of part of our DalyyC®&alifornia and Dublin, Ireland facilities.
No further restructuring actions are anticipatedeurrthis plan

Interest and Other Income (Expense), N

Interest and other income (expense), net, genagaiigists of interest income and interest expense.

Interest and Other Income (Expense) for the Years Bded December 31, 2013 and 2012
(dollars in thousands)

2013 Change 2012
Income Income
(Expense) $ % (Expense)
Interest income $ 55t  § 34t 164.3% $ 21C
Interest expense (1,579 (26) Q.7% (1,549
Other income (expense), net 343 1,04¢ 148.8% (709%)
Total interest and other income (expense), net $ (676 $ 1,36¢ 66.9% $ (2,047

Interest and Other Income (Expense) for the Years fided December 31, 2012 and 2011 (Restated)
(dollars in thousands)

2012 Change (Restated) 2011
Income

Income (Expense)

(Expense) $ % (Restated)
Interest income $ 21C % 68 47.9% $ 14z
Interest expense (1,549 38C 19.7% (1,929
Other income (expense), net (703%) (544) (342.1)% (159
Total interest and other income (expense), net $ (204) % (96) (4.9)% $ (1,949

The change in interest and other income (expenséfor 2013, compared to 2012, was primarily #mult of changes in the valuation of a
deferred compensation plan. During 2013, therean@dscrease in the valuation of the plan resultinget income
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recorded in other income (expense), compared toaease in the valuation in 2012 that resultedehexpense recorded as other income
(expense).

The change in interest and other income (expenséfor 2012, compared to 2011 (Restated), wassthdt of decreased interest expense

related to our revolving credit facilities due taver average outstanding borrowings resulting flfower borrowing requirements in 2012, as
well as the net expense related to the deferregensation plan recorded in 2012.

Provision for Income Taxes, Ne

Provision for Income Taxes, Net for the Years Ende®ecember 31, 2013 and 2012
(dollars in thousands)

2013 Change 2012
Provision $ % Provision
Provision for income taxes, net $ 293¢ % (1,110 (27.4)% $ 4,04¢

Provision for Income Taxes, Net for the Years Ende®ecember 31, 2012 and 2011 (Restated)
(dollars in thousands)

2012 Change (Restated) 2011
Provision
Provision $ % (Restated)
Provision for income taxes, net $ 4,04¢ $ 3,41« 537.6% $ 63E

Our effective tax rate, which represents our tawjsion as a percentage of income before tax, \2a&4 , 7.9% and 0.4% , respectively, for
2013, 2012 and 2011 (Restated). Our 2013 provisinimcome taxes decreased by approximately $1lllbomfrom 2012, primarily as a resu
of changes in the jurisdictional mix of earningsl averall lower profitability of the business. Dugi2013 , there were no significant discrete
tax items that impacted the tax provision. Thetartprovision of $4.0 million for 2012 included tf@lowing discrete items: a $2.3 million
withholding tax liability, including interest andepalties, on a Canadian dividend; a $1.4 milliongeovision associated with an Irish income
tax audit; a $0.5 million tax provision associatégth a change in the Company’s indefinite reinvestimassertion with respect to its Canadian
subsidiary; and the adjustment of a valuation adlioee against certain foreign deferred tax asse6.@ million ; largely offset by a $3.8
million benefit for a refund claim related to a pimusly accrued Canadian withholding tax liabilgd a $0.7 milliorbenefit for the release o
tax reserve. The net tax provision of $0.6 millfon2011 (Restated) reflected a current tax provisif $2.6 million , primarily related to
taxable profits in certain jurisdictions and thélsenent of a foreign tax position, and a defeteedbenefit of $2.0 million , primarily resulting
from a foreign tax law change that allowed us tord a tax benefit for tax loss carryforwards amebign amortization of nondeductible
acquisition-related intangible assets.

We have significant net deferred tax assets tleapamarily a result of tax credits and operatiogsl carryforwards. The realization of the net
deferred tax assets is dependent upon the geneditgufficient future taxable income in the appbte tax jurisdictions. We regularly review
our deferred tax assets for recoverability withsidaration for such factors as historical lossesjepted future taxable income, the expected
timing of the reversals of existing temporary diffieces, and tax planning strategies. ASC Topic [IMdme Taxeggequires us to record a
valuation allowance when it is more likely than tizdt some portion or all of the deferred tax asséll not be realized. Based on the
magnitude of our deferred tax assets at Decemhe2(@@B and our level of historical U.S. losses haee determined that the uncertainty
regarding the realization of these assets is seffico warrant the need for a full valuation allowe against our U.S. deferred tax assets. We
have also determined that a valuation allowaneeaisanted on a portion of our foreign deferreddasets.

Discontinued Operation:

On July 2, 2012, we sold, in two separate transastia group of consumer audio and video produxiscartain related intellectual property
with a negative carrying value of $25.0 million fotal consideration of $14.8 million , recordingain of $38.0 million net of $1.9 million of
costs incurred to sell the assets. The audio assgtssold for $11.8 million . Proceeds of $10i8iom were received for the audio assets in
2012, with the remaining proceeds held in escrotif arfinal release date that
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occurred in March 2014. The video assets werefsol&$3.0 million . Proceeds of $2.4 million weezeived for the video assets during the
third quarter of 2012, with the remaining procekdkl in escrow until a final release date that osmlin January 2014.

The following table presents the income from didtared operations for the years ended Decembe2@®12 and 2011 (Restated) (in
thousands):

2011

2012 (Restated)
Net revenues $ 46,100 $ 155,87
Costs of revenues 33,26¢ 68,67
Gross profit 12,83¢ 87,19¢
Operating expenses 5,004 23,29:
Income from divested operations 7,83z 63,90"
Gain on divestiture of consumer business 37,97: —
Income from discontinued operations $ 45804 § 63,90

LIQUIDITY AND CAPITAL RESOURCES
Liquidity and Sources of Cas

We have generally funded our operations in receats/through the use of existing cash balanceshwire have supplemented from time to
time since the fourth quarter of 2010 with borroggrunder our credit facilities. At December 31, 20bur principal sources of liquidity
included cash and cash equivalents totaling $48Ibmand available borrowings under our credtifidies as discussed below.

At December 31, 2013, our working capital was 8(@Bmillion , compared to $(96.0) million at Dedeen 31, 2012 . Our working capital
deficit at both dates was largely due to the sigaift level of deferred revenues recorded, whiaksist of service obligations that do not
represent meaningful cash requirements. As a rekthie application of the relevant revenue rectigmiguidance, we have deferred a
significant portion of revenues from sales transastoccurring prior to 2011 to subsequent peratsrecorded them as deferred revenues. /
significant portion of the deferred revenues badsmelated to 2011 and prior periods has been nezed)during the three-year period ended
December 31, 2013 , and most of the remainderbsillecognized into revenues during the next theaesy We experienced a decrease in cas
during 2013 due to significantly higher outsidefpesional fees and consultant costs resulting firevaluation of our current and historical
accounting treatment related to bug fixes, upgramelsenhancements to certain products and thedelastatement of our financial statements

Our cash requirements vary depending on factors asithe growth of our business, changes in workapgtal, capital expenditures, our
acquisition of businesses or technologies and atitigs under restructuring programs. We believewlgahave sufficient cash, cash
equivalents, funds generated from operations andsfavailable under our credit facilities to meaat operational and strategic objectives fa
least the next twelve months, as well as for tledeeable future.

On October 1, 2010, we entered into a Credit Agexarwith Wells Fargo Capital Finance LLC, or Weélkrgo, that established two revolving
credit facilities with combined maximum availabjliof up to $60 million for borrowings or letter ofedit guarantees. The actual amount of
credit available to us will vary depending uponrudes in the level of the respective accounts rabdévand inventory, and is subject to other
terms and conditions. On August 29, 2014, we edtir® an amendment to our Credit Agreement thegreded the maturity date from Octo
1, 2014 to October 1, 2015.

The Credit Agreement contains customary representaind warranties, covenants, mandatory prepatgmamd events of default under wtr
our payment obligations may be accelerated, innpduarantees and liens on substantially all ofassets to secure their obligations under th
Credit Agreement. The Credit Agreement requires Avéd Technology, Inc., our parent company, mamtajuidity (comprised of unused
availability under its portion of the credit fatidis plus certain unrestricted cash and cash elgmits) of $10.0 million, at least $5.0 million of
which must be from unused availability under itstipm of

53




the credit facilities, and our subsidiary, Avid fieology International B.V., or Avid Europe, is réa to maintain liquidity (comprised of
unused availability under the Avid Europe portidrihe credit facilities plus certain unrestricteabh and cash equivalents) of $5.0 million, at
least $2.5 million of which must be from unusedikamlity under the Avid Europe portion of the ciefhcilities. The Credit Agreement further
limits our ability to access borrowings under thedit facilities in the event capital expendituras,defined in the Credit Agreement, exceed
$16.0 million for the year ending December 31, 200 EBITDA (as defined in the Amendment) of $33.Blion for the year ending December
31, 2014 is not achieved. Interest accrues onandstg borrowings under the credit facilities aate of either LIBOR plus 2.75% or a base
rate (as defined in the Credit Agreement) plus %,7&t the option of Avid Technology, Inc. or Avidilepe, as applicable. We must also pay
Wells Fargo a monthly unused line fee at a rate.®25% per annum. Any borrowings under the criaditities are secured by a lien on
substantially all the assets of Avid Technology andl Europe. See Note A, “Business and Summargighificant Accounting Policies -
Subsequent Events,” to our Consolidated Finand&kSents for further detail on the amendment toQredit Agreement.

We incur certain loan fees and costs associatddowit credit facilities. Such costs are capitaliasdleferred borrowing costs and amortized &
interest expense on a straight-line basis ovetatne of the Credit Agreement. At December 31, 20th# balance of our deferred borrowing
costs was $0.2 million , net of accumulated amatign of $1.0 million .

At various times during the year ended DecembeRB12, our U.S. operations borrowed and repaida & $11.0 million and the European
operations borrowed and repaid a total of $3.0iomilunder the credit facilities. These funds weseduprimarily to facilitate the settlement of
certain intercompany balances and payment of iatepany dividends. During the year ended Decembge?@®13 , we did not utilize our credit
facilities, and at December 31, 2013, we had rtetanding borrowings under the facilities. At Detxm31, 2013, Avid Technology, Inc. and
Avid Europe had letters of credit guaranteed urldercredit facilities of $3.4 million and $1.7 nolh , respectively, with available borrowings
under the credit facilities of approximately $1&ulion and $15.5 million , respectively, after tag into consideration the outstanding letters
of credit and related liquidity covenant.

At July 31, 2014, we had outstanding borrowing$18.0 millionunder the credit facilities, and the remaining klality totaled approximate
$15.6 million .

We believe that our existing sources of liquidindaccess to additional capital is a significantdafor our future development and the
implementation of our growth strategy, and accagljinve may choose at any time to raise capitalughodebt or equity financing to
strengthen our financial position, facilitate groveind provide us with additional flexibility to taladvantage of business opportunities. This
may result in further dilution to our stockholdeFsiere can be no assurance that additional fingneith be available to us when needed or, if
available, that such financing can be obtainedammercially reasonable terms. If we are not ablebtain the additional financing on a tim
basis should it be required, or generate signifioaaterial revenues from operations, we may nattide to execute our business strategy.

Cash Flows

The following table summarizes our cash flows fa years ended December 31, 2013, 2012 and 2@ktafed) (in thousands):

Year Ended December 31,

2011
2013 2012 (Restated)
Net cash (used in) provided by operating activities $ (9,145 $ 34,70¢ % 2,967
Net cash (used in) provided by investing activities (11,536 1,69 (12,199
Net cash (used in) provided by financing activities (96) 354 2,02¢
Effect of foreign currency exchange rates on cashcash equivalents (1,410 77¢ (2,729
Net (decrease) increase in cash and cash equisalent $ (2218) $ 37,53t $ (9,927)

Cash Flows from Operating Activities

Cash used in operating activities aggregated $8libmfor the year ended December 31, 2013 . Tlaish use reflected significant spending ot
restatement-related activities, restructuring @iy and executive management changes of $13l@mjil

54




$13.2 million and $2.4 million, respectively. Theesding associated with the restatement-relatedesiducturing activities is expected to
materially abate by the end of 2014. The spendésgeiated with the executive management changesuwbassantially completed in 2013.

Working capital items, excluding cash, decrease@6y.0 million in the aggregate for the year enBedember 31, 2013, reflecting primarily
the non-cash amortization of pre-2011 deferredmees and payments related to pre-2013 restructagtigities, partially offset by
improvements in cash collections of accounts red®@; lower cash investments in inventory and ithéng of incentive-compensation
payments.

Accounts receivable decreased $11.2 million foryib@r ended December 31, 2013 , largely refledtimroved cash collections. Accounts
receivable balances are net of allowances for satasns, bad debts and customer rebates, all mfhwire estimate and record based primarily
on historical experience.

Inventory decreased $9.0 million for the year enBedember 31, 2013 , reflecting our efforts toHartoptimize working capital investments
through improved supply chain discipline. Inventorgludes component parts, finished goods as vgdlheentory at customer sites related to
shipments for which we have not yet recognizedmaeeInventory is sourced from third party supplidocated primarily in Asia.

Cash Flows from Investing Activities

For the year ended December 31, 2013, the nefflagtused in investing activities primarily refled $11.6 million used for the purchase of
property and equipment. Our purchases of properyeguipment typically consist of computer hardwsd software to support our R&D
activities and information systems. We expect dir2capital expenditures to be in line with thase2013.

Cash Flows from Financing Activities

For the year ended December 31, 2013, the netfltaglused in financing activities primarily refler costs associated with tax withholding
obligations related to the issuance of common st vesting of restricted stock awards. Duringhuod 2013, the exercise of stock options
and the sale of shares under our employee stockase plan were suspended during our evaluatiandfsubsequent financial restatement
related to, our historical accounting treatmeratesl to bug fixes, upgrades and enhancementstaircproducts. During 2013, we did not
borrow against our credit facilities, and at DecemBil, 2013 , we had no outstanding borrowings utrdefacilities.

CONTRACTUAL AND COMMERCIAL OBLIGATIONS

The following table sets forth future payments tivatwere obligated to make at December 31, 2018uexisting lease agreements and
commitments to purchase inventory and other goadssarvices (in thousands):

Less than After
Total 1 Year 1-3Years 3-5Years 5 Years
Operating leases $ 85,07t $ 20,18: $ 25,96¢ $ 20,427 $ 18,50(
Unconditional purchase obligations (a) 27,60" 27,60" — — —

$ 112,68: $ 47,79C % 25,96 $ 20,427 $ 18,50(

(@) AtDecember 31, 2013, we had entered into purchasersétments for certain inventory and other goods senices used in our normal operations.
The purchase commitments covered by these agreearergenerally for a period of less than one year.

Other contractual arrangements or unrecognizegdaitions that may result in cash payments cortsisi¢he following at December 31, 2013
(in thousands):

Less than After
Total 1 Year 1-3Years 3-5Years 5 Years Other (a)
Unrecognized tax positions and related interest $ 80C $ — % — % — % — 3 80C
Stand-by letters of credit 5,72 1,86¢ 1,28¢ — 2,56¢ —
$ 652 $ 186¢ $ 1,28 $ — $ 2566 $ 80C

(&) AtDecember 31, 2013, unrecognized tax benefits aladed interest totaled $24.7 million , of which&#nillion would result in cash payments. We
are unable to reasonably estimate the timing ofliidglity in any particular year due to uncertaiast in the timing of the effective settlement ef th
positions.

We have three letters of credit at a bank thatiaesl as security deposits in connection with casdd Burlington, Massachusetts headquarter
office space. In the event of default on the urnyilegl leases, the landlords would, at December 8132 be eligible to draw against the letters
of credit to a maximum of $2.6 million in the aggate. The letters of credit are subject to aggeegaductions provided that we are not in



default of the underlying leases and meet certaantial performance conditions. In no case wi kbtters of credit amounts be reduced to
below $1.2 million in the aggregate throughoutl#ese periods, all of which extend to May 2020.

We also have a standby letter of credit at a bhakis used as a security deposit in connection et Daly City, California office space lease.
In the event of a default on this lease, the lamteould be eligible to draw against this letteicoddit to a maximum, at December 31, 2008
$0.8 million . The letter of credit will remain &ffect at this amount throughout the remainingégaeriod, which runs through September
2014. We are not renewing this lease at the erldeoierm and expect the letter of credit to beasde at that time.

In addition, we have letters of credit totaling4shillion that support our ongoing operations. Thksters of credit have various terms and
expire during 2014 and 2015. Some of the letterg@dit may automatically renew based on the terhtlse underlying agreements.

We operate our business globally and, consequemityresults from operations are exposed to movésrieroreign currency exchange rates.
We enter into foreign currency contracts, whichegatly have one-month maturities, to reduce expesassociated with the foreign exchange
risks of certain forecasted third-party and intenpany receivables, payables and cash balanceseddriber 31, 2013 , we had foreign
currency contracts outstanding with an aggregatiemal value of $21.0 million , denominated in #@o, British pound, Japanese yen, Danis|
krone, Canadian dollar and Singapore dollar, asdgé against forecasted foreign currency denordrateeivables, payables and cash
balances.
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OFF-BALANCE SHEET ARRANGEMENTS

Other than operating leases, we do not engagd-tmatdnce sheet financing arrangements or havevangble-interest entities. At
December 31, 2013, we did not have any off-balahest arrangements as defined in Iltem 303(a)(4f(Regulation S-K.

RECENT ACCOUNTING PRONOUNCEMENTS
Recent Accounting Pronouncements To Be Adop

On May 28, 2014, the Financial Accounting Stand&dard, or the FASB, and the International Accaumtstandards Board, or the IASB,
issued substantially converged final standardswanue recognition. FASB Accounting Standards Updat ASU, No. 2014-0Revenue
from Contracts with Customers (Topic 6(, was issued in three parts: (a) Section A, “Sumyraad Amendments That Create Revenue from
Contracts with Customers (Topic 606) and Other ssard Deferred Costs-Contracts with Customerstith340-40),” (b) Section B,
“Conforming Amendments to Other Topics and Subtejricthe Codification and Status Tables” and (ajtia C, “Background Information
and Basis for Conclusions.” The standard outlinemgle comprehensive model for entities to usacitounting for revenue arising from
contracts with customers and supersedes most tuengmue recognition guidance, including indusipgcific guidance.

The new revenue recognition guidance becomes eféeittr us on January 1, 2017, and early adopsarot permitted. Entities have the option

of using either a full retrospective or a modifegaproach to adopt the guidance in the ASU. We hatget selected a transition method and
are currently evaluating the effect that the updlatandard will have on our consolidated finanstatements and related disclosures.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKE T RISK
Foreign Currency Exchange Risk

We have significant international operations ahdrefore, our revenues, earnings, cash flows awaahdial position are exposed to foreign
currency risk from foreign-currency-denominatedereables, payables, sales transactions and nettmeats in foreign operations. We derive
more than half of our revenues from customers deatie United States. This business is, for thet pers, transacted through international
subsidiaries and generally in the currency of the-@ser customers. Therefore, we are exposed tisttethat changes in foreign currency
could adversely affect our revenues, net incomecast flow.

We may use derivatives in the form of foreign cnoyecontracts to manage certain short-term expsdorluctuations in the foreign currency
exchange rates that exist as part of our ongoitggriational business operations. We do not enterainy derivative instruments for trading or
speculative purposes. The success of our hedgowrgms depends on forecasts of transaction activitye various currencies and contract
rates versus financial statement rates. To theneittese forecasts are overstated or understat@ycheriods of currency volatility, we could
experience unanticipated currency gains or losses.

We record all derivatives on the balance sheaiavalue. The accounting for changes in the falug of derivatives depends on the intended
use of the derivative, whether we have electecefigthate a derivative in a hedging relationship gpuly hedge accounting, and whether the
hedging relationship has satisfied the criteriaessary to apply hedge accounting. Derivatives daségl and qualifying as hedges of the
exposure to changes in the fair value of an aabiijty or firm commitment attributable to a pextlar risk are considered fair value hedges.
Derivatives designated and qualifying as hedgeke&xposure to variability in expected future ceis, or other types of forecasted
transactions, are considered cash flow hedgesv@ares may also be designated as hedges of teggfocurrency exposure of a net investr

in a foreign operation. Hedge accounting genegaibyides for the matching of the timing of gainlass recognition on the hedging instrument
with the recognition of the changes in the fairueabf the hedged asset or liability that are aiteble to the hedged risk in a fair value hedge c
the earnings effect of the hedged forecasted tcdiosa in a cash flow hedge. We may enter intovéisie contracts that are intended to
economically hedge certain of our risks, even tiowg elect not to apply hedge accounting.

In an effort to hedge against the foreign exchamgmsure of certain forecasted receivables, pagaind cash balances, we enter into short-
term foreign currency forward contracts. Theretau® objectives of this foreign currency forward-t@ict program: (1) to offset any foreign
exchange currency risk associated with cash receigiected to be received from our customers astu gayments expected to be made to ou
vendors over the following 30 days and (2) to dffse impact of foreign currency exchange on oummenetary assets denominated in
currencies other than the functional currency efldgal entity. These forward contracts typicallgture within 30days of execution. We recc
gains and losses associated with currency rategelsaon these contracts in results of operatiofsetbihg gains and losses on the related asse
and liabilities. At December 31, 2013, we had siechign currency forward contracts outstandinghveib aggregate notional value of $21.0
million , denominated in the euro, British poundpdnese yen, Danish krone, Canadian dollar ancfang dollar, as a hedge against actual
and forecasted foreign-currency-denominated rebégapayables and cash balances. At Decembe023,,2ve also had short-term foreign
currency spot and forward contracts with an aggeegational value of $5.4 million , denominatedhe euro, Canadian dollar and Japanese
yen, as a hedge against the foreign currency egehask associated with certain of our net monesasets denominated in foreign currenc

We have not designated these forward contractedgig instruments and, accordingly, we recordeddir value of these contracts at the en
of each reporting period in our consolidated batestreet, with changes in the fair value recordexliimmarketing and selling expenses. At
December 31, 2013, the aggregate fair value obtitstanding derivatives was $(0.2) million . Dgrithe years ended December 31, 2013,
2012 and 2011 (Restated), we recorded net (logs@ss of $(0.2) million , $(0.7) million and $0.5lhon , respectively, that resulted from the
gains and losses on our foreign currency contiudsthe revaluation of the related hedged items.

A hypothetical change of 10% in appreciation orrdeation of foreign currency exchange rates fromduoted foreign currency exchange
rates at December 31, 2013, would not have afgignt impact on our financial position, resultsapferations or cash flows, assuming the
above-mentioned forecasts of foreign currency exggoare accurate, because the impact on the foceigency contracts as a result of a 10%
change would at least partially offset the impactite revenues and asset and liability positiorsuofforeign subsidiaries.
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Interest Rate Risl

At December 31, 2013, we held $48.2 million infcaad cash equivalents. Due to the short matuotiesny instruments held, a hypothetical
10% increase or decrease in interest rates woulbawe a material impact on our financial positi@sults of operations or cash flows. In 2(
we established revolving credit facilities thaballus to borrow up to $60 million , depending uploa level of certain accounts receivable and
inventory balances and subject to other terms anditions. At December 31, 2013 , we had no outhtanborrowings under the credit
facilities. A hypothetical 10% increase or decreiasaterest rates payable on outstanding borrosvimtder the credit facilities would not have
a material impact on our financial position, reswf operations or cash flows.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Avid Technology, Inc.
Burlington, Massachusetts

We have audited the accompanying consolidated balsineets of Avid Technology, Inc. and subsidigities “Company”) as of December 31,
2013 and 2012, and the related consolidated statsméoperations, comprehensive income, stockingldeficit, and cash flows for each of
the three years in the period ended December 3B.2hese financial statements are the resporigibilithe Company's management. Our
responsibility is to express an opinion on theritial statements based on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtaasonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and diss in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
December 31, 2013 and 2012, and the results opisations and its cash flows for each of the tlgezers in the period ended December 31,
2013, in conformity with accounting principles geally accepted in the United States of America.

As discussed in Note B to the financial statemahsaccompanying 2011 consolidated financial statés have been restated to correct erro
in the previously issued financial statements.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the Company's
internal control over financial reporting as of Batber 31, 2013, based on the criteria establighbdarnal Control- Integrated Framework
(1992)issued by the Committee of Sponsoring Organizatidrike Treadway Commission and our report datgrie®eber 11, 2014 expressed
an adverse opinion on the Company's internal cbatrer financial reporting due to the material weagses identified.

/s/ Deloitte & Touche LLP

Boston, Massachusetts
September 11, 2014
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AVID TECHNOLOGY, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Net revenues:
Products
Services
Total net revenues
Cost of revenues:
Products
Services
Amortization of intangible assets
Total cost of revenues
Gross profit
Operating expenses:
Research and development
Marketing and selling
General and administrative
Amortization of intangible assets
Restructuring costs, net
Total operating expenses
Operating income
Interest income
Interest expense
Other income (expense), net
Income from continuing operations before income tags
Provision for income taxes, net
Income from continuing operations, net of tax
Discontinued operations:
Gain on divestiture of consumer business
Income from divested operations
Income from discontinued operations
Net income

Income per common share — basic:
Income per share from continuing operations, néaxf- basic
Income per share from discontinued operations i€bas

Net income per common share — basic

Income per common share — diluted:
Income per share from continuing operations, néaof diluted
Income per share from discontinued operationsutetil

Net income per common share — diluted

Weighted-average common shares outstanding — basic
Weighted-average common shares outstanding —dilute

The accompanying notes are an integral part ofcthresolidated financial statements.
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Year Ended December 31,

2011
2013 2012 (Restated)
395,53. $§ 478,83l 660,72(
167,88: 156,87: 106,16"
563,41: 635,70 766,88!
159,26:- 182,76 188,21°
63,17° 63,67( 70,80¢
1,46¢ 2,574 2,69:
223,90¢ 249,00t 261,71¢
339,50: 386,69! 505,16"
95,24¢ 98,87¢ 111,12¢
133,89 153,48: 163,20:-
77,57¢ 52,06¢ 50,73:
2,64¢ 4,25¢ 8,52¢
5,37( 24,83¢ 6,53¢
314,73! 333,51 340,12
24,76¢ 53,17% 165,04(
55¢ 21C 142
(1,579 (1,54%) (1,92¢)
34z (70%) (159
24,09: 51,13¢ 163,09!
2,93¢ 4,04¢ 63E
21,15: 47,087 162,46(
— 37,97: —
— 7,83 63,90"
— 45,80« 63,90°
21,15 % 92,89 226,36"
054 $ 1.21 4.2t
— 1.1¢ 1.6€
054 $ 2.3¢ 5.8¢
052 $ 1.21 4.2z
— 1.1¢ 1.6
052 $ 2.3¢ 5.87
39,04« 38,80 38,43t
39,07( 38,83¢ 38,53«




AVID TECHNOLOGY, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

Year Ended December 31,

2011
2013 2012 (Restated)
Net income $ 21,15 $ 92,89 $ 226,36
Other comprehensive income (loss):
Net change in defined benefit plan — — 14€
Foreign currency translation adjustments (1,717 60¢€ (2,319
Comprehensive income $ 19,43¢  $ 93497 $ 224,19

The accompanying notes are an integral part ofcthresolidated financial statements.
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AVID TECHNOLOGY, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except par value)

December 31,

2013 2012
ASSETS
Current assets:
Cash and cash equivalents $ 48,200 $ 70,39(
Accounts receivable, net of allowances of $13,9&8%$20,977 at December 31, 2013 and 2012, respéctiv 56,77( 67,95¢
Inventories 60,12: 69,14:
Deferred tax assets, net 52z 58€
Prepaid expenses 7,77¢ 9,06(
Other current assets 17,49: 19,95(
Total current assets 190,88 237,08t
Property and equipment, net 35,18¢ 41,44
Intangible assets, net 4,26( 9,217
Long-term deferred tax assets, net 2,41¢ 2,82t
Other long-term assets 2,39t 3,79¢
Total assets $ 235,14. $ 294,36:
LIABILITIES AND STOCKHOLDERS ' DEFICIT
Current liabilities:
Accounts payable $ 3399( $ 35,42¢
Accrued compensation and benefits 30,34: 25,171
Accrued expenses and other current liabilities 41,27: 34,00:
Income taxes payable 6,87t 7,96¢
Deferred tax liabilities, net 14 20z
Deferred revenues 211,40¢ 230,30"
Total current liabilities 323,89° 333,08:
Long-term deferred tax liabilities, net 56& 713
Long-term deferred revenues 255,42¢ 328,18(
Other long-term liabilities 14,58¢ 17,97¢
Total liabilities 594,47 679,95:
Commitments and contingencies (Notes L and O)
Stockholders’ deficit:
Preferred stock, $0.01 par value, 1,000 share®gagn#; no shares issued or outstanding — —
Common stock, $0.01 par value, 100,000 shares antidg 42,339 shares and 42,339 shares issued%d823shares
and 38,936 shares outstanding at December 31,801 2012, respectively 42% 42z
Additional paid-in capital 1,043,38 1,039,56:
Accumulated deficit (1,336,52) (1,357,67))
Treasury stock at cost, net of reissuances, 3 B&is and 3,403 shares at December 31, 2013 addr28pectively (72,549 (75,547)
Accumulated other comprehensive income 5,927 7,644
Total stockholders’ deficit (359,33) (385,59))
Total liabilities and stockholders’ deficit $ 23514; % 294,36

The accompanying notes are an integral part ofcthresolidated financial statements.
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AVID TECHNOLOGY, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT

Shares of Accumulated
Common Stock Additional Other Total
In Common Paid-in  Accumulated Treasury Comprehensive Stockholders’
Issued Treasury Stock Capital Deficit Stock Income Equity (Deficit)
Balances at December 31, 2010 (As reported) 42,33¢ (4,169 $423 $1,005,19¢  $(495,254 $(91,025) $7,268 $426,61(
Cumulative prior period adjustments resulting from
restatement and other revisions 12,20« (751,09) 1,94: (736,940
Balances at December 31, 2010 (Restated) 42,33¢ (4,169 42z 1,017,40: (1,246,34) (91,029 9,211 (310,33
Cumulative-effect adjustments due to adoption obUJAS
No. 2010-28 (419,369 (419,369
Stock issued pursuant to employee stock plans 43C (1,219 (5,48%) 8,72¢ 2,02¢
Stock-based compensation (Restated) 12,60¢ 12,60¢
Net income (Restated) 226,36 226,36°
Other comprehensive loss (Restated) (2,179 (2,177
Balances at December 31, 2011 (Restated) 42,33¢ (3,739 42: 1,028,799 (1,444,83)  (82,30) 7,03¢ (490,879
Stock issued pursuant to employee stock plans 331 (66€) (5,73%) 6,75¢ 354
Stock-based compensation 11,43: 11,43:
Net income 92,89: 92,89:
Other comprehensive income 60€ 60€
Balances at December 31, 2012 42,33¢ (3,409 42: 1,039,56: (1,357,67) (75,54 7,644 (385,59)
Stock issued pursuant to employee stock plans 14€ (3,09%) 2,99¢ (96)
Stock-based compensation 6,917 6,917
Net income 21,15¢ 21,15
Other comprehensive loss (1,717 (1,717
Balances at December 31, 2013 42,33¢  (3,257) $423 $1,043,38:  $(1,336,526 $(72,543] $5,927 $(359,335

(in thousands)

The accompanying notes are an integral part ofcthresolidated financial statements.
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AVID TECHNOLOGY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31,

2011
2013 2012 (Restated)
Cash flows from operating activities:
Net income $ 21,15: % 92,89: $ 226,36°
Adjustments to reconcile net income to net cashigeal by (used in) operating activities:
Depreciation and amortization 22,76 27,49¢ 31,98:
Provision for doubtful accounts 157 12F 1,47:
Non-cash provision for restructuring — 1,45¢ 32¢
(Gain) loss on sales of assets (125) (252) 597
Gain on divestiture of consumer business — (37,979 —
Stock-based compensation expense 6,917 11,43: 12,60¢
Non-cash interest expense 294 294 301
Foreign currency transaction (gains) losses (20 (1,25)) 1,81¢
Provision for deferred taxes 73C (400 (1,999
Changes in operating assets and liabilities:
Accounts receivable 11,03( 26,76¢ (3,809
Inventories 9,021 20,84« (3,319
Prepaid expenses and other current assets 4,39: (3,745 (223)
Accounts payable (1,41¢ (7,11)) (4,539
Accrued expenses, compensation and benefits ard lathilities 8,93: (3,300 (17,436
Income taxes payable (1,324 67€ (640
Deferred revenues (91,664 (93,24)) (240,56()
Net cash (used in) provided by operating activities (9,145 34,70¢ 2,967
Cash flows from investing activities:
Purchases of property and equipment (11,629 (9,709 (20,799
Capitalized software development costs — — (1,242
Change in other long-term assets (36) (40) (155
Proceeds from divestiture of consumer business — 11,44( —
Proceeds from sale of assets 12t — —
Net cash (used in) provided by investing activities (11,53¢) 1,697 (12,19))
Cash flows from financing activities:
Proceeds from the issuance of common stock undplogee stock plans 177 1,02 3,23¢
Common stock repurchases for tax withholdings &drsettlement of equity awards (279%) (66€) (1,219
Proceeds from revolving credit facilities — 14,00( 21,00¢(
Payments on revolving credit facilities — (14,000 (21,000
Net cash (used in) provided by financing activities (96) 354 2,02¢
Effect of exchange rate changes on cash and caslaénts (1,410 77t (2,72%)
Net (decrease) increase in cash and cash equivalent (22,18°) 37,53t (9,927
Cash and cash equivalents at beginning of year 70,39( 32,85t 42,78
Cash and cash equivalents at end of year $ 48,200 % 70,39C $ 32,85¢
Cash paid for income taxes, net of refunds $ 2,17 $ 6,55¢ $ 3,80¢
Cash paid for interest 1,281 1,22¢ 1,50¢

See Note | for supplemental disclosures.



The accompanying notes are an integral part ofcthresolidated financial statements.
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AVID TECHNOLOGY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A. BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLI CIES
Description of Busines:

Avid Technology, Inc. (“Avid” or the “Company”) pxides technology solutions that enable the creaimhmonetization of audio and video
content. Specifically, the Company develops, maiketlls and supports software and hardware faatipedia content production,
management and distribution. Digital media are @jdaudio or graphic elements in which the imagansaoor picture is recorded and stored as
digital values, as opposed to analog or tape-bsige@ls. The Company’s products are used in prastueind post-production facilities; film
studios; network, affiliate, independent and caélevision stations; recording studios; live-soyedformance venues; advertising agencies;
government and educational institutions; corpocatemunication departments; and by independent \adeloaudio creative professionals and
enthusiasts. Projects produced using Avid’s praintiude feature films, prime-time television stspwews programs, commercials, music,
video and other recordings.

The Company has generally funded operations imtaasars through the use of existing cash balaacdsash flows from operations, which
have been supplemented from time to time with lwimgs under credit facilities. At December 31, 2018e Company'’s principal sources of
liquidity included cash and cash equivalents totp$48.2 million and available borrowings under @@mpany’s credit facilities, which are
discussed in Note R. Cash used in operating aetvitggregated $9.1 million for the year ended Bésme 31, 2013 . This cash use reflected
significant spending on restatement-related a@wjitrestructuring related activities and executamagement changes of $13.2 million , $13.
million and $2.4 million , respectively. The spemgliassociated with the restatement and restrugtagtivities is expected to materially abate
by the end of 2014. The spending associated wélexecutive management changes was substantiatipleted in 2013.

The Company’s cash requirements vary dependingaois such as the growth of the business, changesrking capital, capital
expenditures, acquisitions of businesses or teogied and obligations under restructuring prograviemagement expects to operate the
business and execute its strategic initiativesgguadly with funds generated from operations arel@mpanys external sources of credit un
the credit facilities. Management anticipates thatCompany will have sufficient internal and eredrsources of liquidity to fund operations
and anticipated working capital and other expectesh needs for at least the next twelve monthsefisas/for the foreseeable future.

Principles of Consolidatior

The consolidated financial statements include to®ants of the Company and its wholly owned subsiels. Intercompany balances and
transactions have been eliminated.

Basis of Presentatiol

The Company'’s preparation of financial statememisoinformity with accounting principles generaliycapted in the United States of America
requires management to make estimates and assasfiat affect the reported amounts of assetsiabitities and disclosures of contingent
assets and liabilities at the dates of the findrst&ements and the reported amounts of revemgesxpenses during the reported periods.
Actual results could differ from the Company’s esdies.

Subsequent Event

On October 1, 2010, Avid Technology, Inc. and dertd its subsidiaries (the “Borrowers”) enteretbim credit agreement with Wells Fargo
Capital Finance LLC (“Wells Fargo”) that establidhte/o revolving credit facilities with combined meum availability of up to $60 million
for borrowings and letter of credit guarantees (theedit Agreement”). On August 29, 2014, the Compantered into an amendment (the
“Amendment”) to its Credit Agreement with Wells Gar The Amendment (i) extended the maturity of@nedit Agreement from October 1,
2014 to October 1, 2015, (ii) changed the maximumounts available under each of the revolving criadiilities, and (iii) added certain
financial covenants, as described below.

Under the Amendment, the maximum amount availadoléfid Technology, Inc., (“Avid Technology”) waadreased to $45 million (fro$40
million ) and the maximum amount available forstdsidiary Avid Technology International B.V. (“AVEurope”) was decreased to $15
million (from $20 million ). The maximum amount ak&ble under the combined credit facilities congsuo be $60
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million , subject to certain limitations on borrowi and other terms and conditions as providedarCtedit Agreement described in Note R.

The Amendment further limits the Company’s abitityaccess borrowings under the credit facilitig$)iEBITDA (as defined in the
Amendment) of $33.8 milliofs not achieved for the year ending December 314 26r (ii) capital expenditures (as defined in #Areendment
exceed $16.0 million for the year ending Decemier2®14.

The Company evaluated subsequent events througlatheof issuance of these consolidated finantaééments and, except for the subseq
events disclosed above and in Notes L, M and Rither recognized or unrecognized subsequent evemigred recognition or disclosure in
these financial statements.

Revenue Recognitio
General

The Company commences revenue recognition whengsv® evidence of an arrangement exists, delivasyoccurred, the sales price is fi
or determinable and collection is reasonably ass@enerally, the products the Company sells doemtire significant production,
modification or customization. Installation of tB®mpany’s products is generally routine, consisismplementation and configuration and
does not have to be performed by Avid.

The Company often receives multiple purchase ordecentracts from a single customer or a grougelafted customers that are evaluated to
determine if they are, in effect, part of a singteangement. In situations when the Company hasledead that two or more orders with the
same customer are so closely related that theyraeéfect, parts of a single arrangement, the Camgpaccounts for those orders as a single
arrangement for revenue recognition purposes.Haratircumstances, when the Company has conclidedwto or more orders with the same
customer are independent buying decisions, sueln asirlier purchase of a product and a subsequecttgse of a software upgrade or
maintenance contract, the Company accounts foetbrders as separate arrangements for revenuenigéongurposes.

For many of the Company’s products, there has beesngoing practice of the Company making availableo charge to customers minor
feature and compatibility enhancements as welluasfixes on a when-and-if-available basis (colleij, “Software Updates”) for a period of
time after initial sales to end users. The impladitigation to make such Software Updates availtbistomers over a period of time
represents implied post-contract customer suppdrich is deemed to be a deliverable in each armaegéand is accounted for as a separate
element (referred to by the Company as “Impliedifimiance Release PCS”).

The Company enters into certain contractual arnaeges that have multiple elements, one or morehi¢lwmay be delivered subsequent tc
delivery of other elements. These multiple-delibdeaarrangements may include products, suppomitia professional services and Implied
Maintenance Release PCS. In accordance with ActmuStandards Update (“ASU”) No. 2009-Multiple-Deliverable Revenue
Arrangements, an amendment to ASC Topic(*ASU No. 2009-13") for these multiple-element argements, the Company allocates revenu
to each deliverable of the arrangement based oretagve selling prices of the deliverables. lelsgircumstances, the Company first
determines the selling price of each deliverabkelaon (i) vendor-specific objective evidence (“VE3Pof fair value, if that exists; (ii) third-
party evidence of selling price (“TPE”) when VSO&ed not exist; or (iii) best estimate of the sellprice (‘BESP”) when neither VSOE nor
TPE exists. Revenue is then allocated to the nétmsare deliverables as a group and to the softwatigerables as a group using the relative
selling prices of each of the deliverables in thargement based on the selling price hierarchg.Gbmpany's process for determining BESP
for deliverables for which VSOE or TPE does nosekivolves significant management judgment. Iredatning BESP for each deliverable
where it is required, the Company considers a nurmobéata points, including:

» the pricing established by management when settilcgs for deliverables that are intended to bd sala standalone ba:

» contractually stated prices for deliverables thatiatended to be sold on a standalone k

» the pricing of standalone sales that may not quabfVSOE of fair value due to limited volumes ariation in prices; ar

» other pricing factors, such as the geographgibn in which products are sold and expectedodists based on the customer size an

type.

In determining a BESP for Implied Maintenance Re¢eBCS, which the Company has never sold sepgratalyagement considers (i) the
service period for the Implied Maintenance Relda88, (ii) the differential in value of the Implidtaintenance Release PCS deliverable
compared to a full support contract, (iii) the likést price that would have resulted from the Gmmy’s established pricing practices had the
deliverable been offered separately, and (iv) theep a customer would likely be willing to pay.
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The Company estimates service period of Impliedtgiance Release PCS based on the length of tan@dlduct version purchased by the
customer is planned to be supported with Softwaddtks. If facts and circumstances indicate thebtiginal deemed service period of
Implied Maintenance Release PCS for a product hasged significantly after original revenue recdigni has commenced, the Company will
modify remaining estimated deemed service periatr@ingly and recognize the then-remaining deferex@nue balance over the revised
deemed service period.

The Company has established VSOE of fair valualigerofessional services and training and for soifniés support offerings. The Company's
policy for establishing VSOE of fair value consisfsevaluating standalone sales, where availabldetermine if a substantial portion of the
transactions fall within a reasonable range. Ifificent volume of standalone sales exist andstiamdalone pricing for a substantial portion of
the transactions falls within a reasonable rangmagement concludes that VSOE of fair value exists.

In accordance with ASU No. 2009-1@ertain Revenue Arrangements That Include Soft&&ments, an amendment to ASC Subtopict@8b-
(“ASU No. 2009-14"), the Company excludes from fitepe of software revenue recognition requiremightsales of tangible products that
contain both software and non-software componértisfunction together to deliver the essential fiomality of the tangible products. The
Company adopted ASU No. 2009-13 and ASU No. 2008+b4pectively on January 1, 2011 for new and rialgmodified arrangements
originating after December 31, 2010.

Prior to our adoption of ASU No. 2009-14, the Comyparimarily recognized revenues using the revargegnition criteria of Accounting
Standards Codification, or ASC, Subtopic 985-@08ftware- Revenue RecognitioAs a result of its adoption of ASU No. 2009-14 anuary

1, 2011, a majority of the Company’s products an& eonsidered non-software elements under GAAPchvakcludes them from the scope of
ASC Subtopic 985-605 and includes them within t@pe of ASC Topic 60RRevenue RecognitiorBecause the Company had not been able
to establish VSOE of fair value for Implied Mainterte Release PCS, as described further below asuiadity all revenue arrangements prior
to January 1, 2011 were recognized on a ratabise basr the service period of Implied Maintenanededse PCS. Subsequent to January 1,
2011 and the adoption of ASU No. 2009-14, the Caompmketermines a relative selling price for all eégns of the arrangement through the us
of BESP, as VSOE and TPE are typically not avadlatgsulting in revenue recognition upon deliveramangement consideration attributable
to product revenue, provided all other criteriaf@renue recognition are met, and revenue recogniti Implied Maintenance Release PCS
other service and support elements over time agcesrare rendered. As a result of the adoptiahede standards, the Company recorded
increased revenues and net income of approxim@8£9 million for the year ended December 31, 2Rdsfated) as compared with results
that would have been recorded under the prior adewy standards.

The timing of revenue recognition of customer ageanents follows a number of different accountinglals determined by the characteristics
of the arrangement, and that timing can vary sigaiftly from the timing of related cash paymente &§tlom customers. One significant factor
affecting the timing of revenue recognition is thegermination of whether each deliverable in tharagement is considered to be a software
deliverable or a non-software deliverable, as defiander GAAP.

Revenue Recognition of M-Software Deliverables

Revenue from products that are considered non-acétdeliverables is recognized upon delivery ofgfzeluct to the customer. Products are
considered delivered to the customer once they haea shipped and title and risk of loss have beersferred. For most of the Company’s
product sales, these criteria are met at the tirag@toduct is shipped. Revenue from support thetfsidered a non-software deliverable is
initially deferred and is recognized ratably ouss tontractual period of the arrangement, whideiserally twelve months. Professional
services and training services are typically soldustomers on a time and materials basis. Revieomneprofessional services and training
services that are considered non-software deliVesab recognized for these deliverables as sendoe provided to the customer. Revenue fo
Implied Maintenance Release PCS that is considerezh-software deliverable is recognized ratablsrdkie service period of Implied
Maintenance Release PCS, which ranges from 1 &assy.

Revenue Recognition of Software Deliveral

The Company recognizes the following types of eleimsold using software revenue recognition guidatiy software products and software
upgrades, when the software sold in a customengeraent is more than incidental to the arrangemeatwhole and the product does not
contain hardware that functions with the softwargrovide essential functionality, (ii) initial spprt contracts where the underlying product
being supported is considered to be a softwareatalble, (iii) support contract renewals, and fikdfessional services and training that relate
to deliverables considered to be software delidesalBecause the Company does not
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have VSOE of the fair value of its software progudtis permitted to account for its typical cusr arrangements that include multiple
elements using the residual method. Under theuakidethod, the VSOE of fair value of the undekdgeelements (which could include
support, professional services or training, or amybination thereof) is deferred and the remaimpiadion of the total arrangement fee is
recognized as revenue for the delivered elemegvidence of the VSOE of fair value of one or morelelivered elements does not exist,
revenues are deferred and recognized when deloféhose elements occurs or when VSOE of fair valuebe established. VSOE is typically
based on the price charged when the element isseplarately to customers. The Company is unahisddhe residual method to recognize
revenues for most arrangements that include predbat are software deliverables under GAAP sinS©F of fair value does not exist for
Implied Maintenance Release PCS elements, whicmaleded in a majority of the Company’s arrangetaen

For software products that include Implied MainteceRelease PCS, an element for which VSOE of/édire does not exist, revenue for the
entire arrangement fee, which could include comntimna of product, professional services, training aupport, is recognized ratably as a
group over the longest service period of any dedilske in the arrangement, with recognition commeqain the date delivery has occurred for
all deliverables in the arrangement (or beginscimuoin the case of professional services, traimind support). Standalone sales of support
contracts are recognized ratably over the senécm@ of the product being supported.

From time to time, the Company offers certain congtrs free upgrades or specified future producenbancements. When a software
deliverable arrangement contains an Implied Mamtee Release PCS deliverable, revenue recognitithe @ntire arrangement will only
commence when any free upgrades or specified fpad@ucts or enhancements have been deliverednassall other products in the
arrangement have been delivered and all servicasyj have commenced.

Other Revenue Recognition Policies

In a limited number of arrangements, the profesdiearvices and training to be delivered are canmsitl essential to the functionality of the
Company’s software products. If services sold imaangement are deemed to be essential to thédoality of the software products, the
arrangement is accounted for using contract acamyms the Company has concluded that it canriathiy estimate its contract costs, the
Company uses the completed contract method of @adrdiccounting. The completed contract method cdaating defers all revenue and costs
until the date that the products have been delivarel professional services, exclusive of postreshtustomer support, have been complete
Deferred costs related to fully deferred contractsrecorded as a component of inventories indhsalidated balance sheet, and generally all
other costs of sales are recognized when revermogméion commences.

The Company records as revenues all amounts bdledstomers for shipping and handling costs andrds its actual shipping costs as a
component of cost of revenues. Reimbursementsvet&iom customers for out-of-pocket expensesecerded as revenues, with related
costs recorded as cost of revenues. The Compasgrmigerevenues net of any taxes collected fronomests and remitted to government
authorities.

In the consolidated statements of operations, thregany classifies revenues as product revenuesacss revenues. For multiple-element
arrangements that include both product and seelaments, including Implied Maintenance Release,R@SCompany evaluates available
indicators of fair value and applies its judgmentagasonably classify the arrangement fee betwesdupt revenues and services revenues. Tt
amount of multiple-element arrangement fees cligssés product and service revenues based on maeragestimates of fair value when
VSOE of fair value for all elements of an arrangatrdoes not exist could differ from amounts cldsdifas product and service revenues if
VSOE of fair value for all elements existed.

Allowance for Sales Returns and Exchang
The Company maintains allowances for estimatednpiadesales returns and exchanges from its custariéie Company records a provision
for estimated returns and other allowances asutieh of revenues in the same period that releggdnues are recorded based on historical

experience and specific customer analysis. Useanfagement estimates is required in connectionesitablishing and maintaining a sales
allowance for expected returns and other creditsctual returns differ from the estimates, addisiballowances could be required.
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The following table sets forth the activity in tabowance for sales returns and exchanges foreéhesyended December 31, 2013, 2012 and
2011 (Restated) (in thousands):

Year Ended December 31,

2013 2012 2011 (Restated)
Allowance for sales returns and exchangdseginning of year $ 19,46( $ 22,76' $ 23,65¢
Adjustments to the allowance 9,24: 11,40: 22,16:
Deductions against the allowance (16,184 (24,709 (23,057
Allowance for sales returns and exchangesnd of year $ 12,51¢  § 19,46C  § 22,76

Allowances for Doubtful Account:

The Company maintains allowances for estimatecek&®m bad debt resulting from the inability af dustomers to make required payments
for products or services. When evaluating the adeyjof the allowances, the Company analyzes acsoeangivable balances, historical bad
debt experience, customer concentrations, custoradit worthiness and current economic trends. dte,cactual bad debts have not differed
materially from management’s estimates.

The following table sets forth the activity in thkowance for doubtful accounts for the years erddedember 31, 2013, 2012 and 2011
(Restated) (in thousands):

Year Ended December 31,

2013 2012 2011 (Restated)
Allowance for doubtful accounts beginning of year $ 1,517 $ 2,401 $ 2,92¢
Additions to the allowance 157 12t 1,47
Deductions against the allowance (230 (1,009 (2,000
Allowance for doubtful accounts end of year $ 1444 $ 1517 $ 2,401

Translation of Foreign Currencies

The functional currency of each of the Companyigifgn subsidiaries is the local currency, exceptiie Irish manufacturing branch whose
functional currency is the U.S. dollar due to tleeasive interrelationship of the operations of ltfigh branch and the U.S. parent and the higt
volume of intercompany transactions between thandir and the parent. The assets and liabilitidéseo$ubsidiaries whose functional
currencies are other than the U.S. dollar are fmgatsinto U.S. dollars at the current exchange irmeffect at the balance sheet date. Income
and expense items for these entities are transletied rates that approximate those in effect dutte period. Cumulative translation
adjustments are included in accumulated other cehgmsive income (loss), which is reflected as arsee component of stockholders’ deficit.
The Company does not record tax provisions or lisnfef the net changes in the foreign currencypgtation adjustment as the Company
intends to permanently reinvest undistributed emy®in its foreign subsidiaries.

The U.S. parent company and its Irish manufactubirzgnch, both of whose functional currency is th8.Ulollar, carry certain monetary assets
and liabilities denominated in currencies othenttiee U.S. dollar. These assets and liabilitiegcslly include cash, accounts receivable and
intercompany operating balances denominated indgioreurrencies. These assets and liabilities aneasured into the U.S. dollar at the cur
exchange rate in effect at the balance sheet Hateign currency transaction and remeasuremens gaid losses are included within marke
and selling expenses in the results of operati®as.Note D for the net foreign exchange gains esskbk recorded in the Compangtatement

of operations during the years ended December(Bi13 22012 and 2011 (Restated) that resulted frengéins and losses on Company’s
foreign currency contracts and the revaluatiorhefrelated hedged items.

The U.S. parent company and various other whollpexhsubsidiaries have long-term intercompany l@dartces denominated in foreign
currencies that are remeasured into the U.S. datllive current exchange rate in effect at thenealaheet date. Such loan balances are not
expected to be settled in the foreseeable futung.giins and losses relating to these loans aheded in the accumulated other compreher
income (loss), which is reflected as a separatepoment of stockholders’ deficit.
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Cash, Cash Equivalents and Marketable Securities

Cash equivalents consist primarily of commerciglggamoney market investments and certificatesepbdit. The Company considers all debt
instruments purchased with an original maturitgtwée months or less to be cash equivalents. Mableesecurities, have historically consistec
of certificates of deposit, commercial paper, abseked securities, discount notes, and corponatejcipal, agency and foreign bonds. The
Company generally invests in securities that mattitiein one year from the date of purchase. The gamy classifies its cash equivalents and
marketable securities as “available for sale” aqbrts them at fair value, with unrealized gaing lmsses excluded from earnings and reporte
as an adjustment to other comprehensive incoms)(lagich is reflected as a separate componeribokisolders’ deficit. Amortization or
accretion of premium or discount is included irenesst income (expense) in the results of operatOtiger than those investments held in the
Company'’s deferred compensation plan, the Compeald/rio available for sale securities classifie@iftser cash equivalents or marketable
securities at December 31, 2013 or 2012 .

Cash equivalents and marketable securities, inotudioney market investments and mutual funds a¢edunr as trading securities, held in
the Company’s deferred compensation plan are repat fair value using quoted prices with the gaimd losses included as other income
(expense) in the Company’s statement of operati®ealized gains and losses from the Company’s gef@ompensation plans were not
material for the years ended December 31, 20132 26id 2011 (Restated).

Concentration of Credit Risk

Financial instruments that potentially subject @@npany to concentrations of credit risk consistagh and cash equivalents, foreign currenc
contracts and accounts receivable. The Companypaag its excess cash in marketable investmenegradurities and uses foreign currency
contracts to manage certain of its short-term expssto fluctuations in foreign currency exchargfes. The Company places its cash and ca:
equivalents and foreign currency contracts witlaficial institutions that management believes tofldggh credit quality, and, generally, there
are no significant concentrations in any one issfigiebt securities. Concentrations of credit visth respect to trade receivables are limited
due to the large number of customers that makéeCompany’s customer base and their dispersiassclifferent regions. No individual
customer accounted for 10% or more of the Compamgtsevenues or net accounts receivable in thegsepresented.

Foreign Currency Risk

The Company has significant international operatiand, therefore, the Company’s revenues, earniagh, flows and financial position are
exposed to foreign currency risk from foreign-camy-denominated receivables, payables, sales greheg transactions, and net investments
in foreign operations. The Company derives more thedf of its revenues from customers outside thadd States. This business is, for the
most part, transacted through international suasi&l and generally in the currency of the end-agstomers. Therefore, the Company is
exposed to the risks that changes in foreign cayrepnuld adversely affect its revenues, net incozash flow and financial position. The
Company uses derivatives in the form of foreigrmency contracts to manage its short-term expogorésctuations in the foreign currency
exchange rates that exist as part of its ongoitegnational business operations. The Company doesnter into any derivative instruments
trading or speculative purposes.

The Company records all foreign currency contracivétives on the balance sheet at fair value.adwunting for changes in the fair value of
derivatives depends on the intended use of theatare, whether the Company has elected to designderivative in a hedging relationship
and apply hedge accounting, and whether the hedglationship has satisfied the criteria necessaapply hedge accounting. Derivatives
designated and qualifying as hedges of the expdsurkeanges in the fair value of an asset, ligbdit firm commitment attributable to a
particular risk are considered fair value hedgesiatives designated and qualifying as hedgebe&kposure to variability in expected future
cash flows, or other types of forecasted transastiare considered cash flow hedges. Derivativgsaisa be designated as hedges of the
foreign currency exposure of a net investmentfioraign operation. Hedge accounting generally mtesifor the matching of the timing of g
or loss recognition on the hedging instrument i recognition of the changes in the fair valu¢hefhedged asset or liability that are
attributable to the hedged risk in a fair valuededr the earnings effect of the hedged forecast@dactions in a cash flow hedge. Under
hedge accounting, the determination of hedge @fuess is dependent upon whether the gain oloske hedging derivative is highly
effective in offsetting the gain or loss in thewalbf the item being hedged.
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Inventories

Inventories are stated at the lower of cost (dategthon a first-in, first-out basis) or market v@lManagement regularly reviews inventory
guantities on hand and writes down inventory togtdizable value to reflect estimated obsolescendack of marketability based on
assumptions about future inventory demand and rhaddaitions. Inventory in the digital-media marketcluding the Compang’inventory, it
subject to rapid technological change or obsolessaherefore, utilization of existing inventory yndiffer from the Company’s estimates.

Property and Equipmen

Property and equipment is recorded at cost ancedigted using the straight-line method over theneded useful life of the asset. The
Company typically depreciates its property and popgint using the following minimum and maximum uséfies:

Depreciable Life (years)

Minimum Maximum
Computer and video equipment and software 2 5
Manufacturing tooling and testbeds 3 5
Office equipment 3 5
Furniture, fixtures and other 3 8

Leasehold improvements are amortized over the shoftthe useful life of the improvement or the eéning term of the lease. Expenditures
for maintenance and repairs are expensed as idclwpon retirement or other disposition of asgiis,cost and related accumulated
depreciation are eliminated from the accounts aedésulting gain or loss is reflected in otheome (expense) in the results of operations.

Intangible Asset:

Intangible assets consist of acquired and inteymidl/eloped assets. Acquired intangible assetadectustomer relationships, developed
technology, trade names and non-compete agreefemtsacquisitions. Internally developed assets sbpsimarily of various technologies
that form the basis of products sold to custonm@ests are capitalized from when technological fahisi is established up until when the
product is available for general release. Intamgéssets are determined to have either finitedafinite lives. For finite-lived intangible assets
amortization is straight-line over the estimatedfuklives of such assets, which are generally years to twelve years. Straight-line
amortization is used because the Company cannabledetermine a discernible pattern over whiahdsonomic benefits would be realized.
The Company does not have any indefinite-livedrigible assets. Intangible assets are tested fairmpnt when events and circumstances
indicate there is an impairment. The impairmentitaslves comparing the sum of undiscounted chshd to the carrying value as of the
measurement date. Impairment occurs when the ogridlue of the assets exceeds the sum of unditembeash flows. Impairment is then
measured as the difference between the carryingg\aaid fair value determined using a discounteld taw method. In estimating the fair
value using a discounted cash flow method, the Gomyppises assumptions that include forecast revegress margins, operating profit
margins, growth rates and long term discount ratésf which require significant judgment by maeagent. Changes to these assumptions
could affect the estimated fair value of the infategasset and could result in an impairment chardeture.

Discontinued Operation:

The Company classifies the assets and liabilitfeslusiness as held-for-sale when managementaggpend commits to a formal plan of sale
and it is probable that the sale will be complef#te carrying value of the net assets of the bgsiheld-for-sale are then recorded at the lowe
of their carrying value or fair market value, lessts to sell. As discussed in Note |, the Compammgpleted the sales of the consumer audio
and consumer video product lines in the third qrast 2012. The operations of divested businesaes heen reflected as discontinued
operations for all periods presented in these dafeded financial statements.

Long-Lived Assets

The Company periodically evaluates its long-livedets for events and circumstances that indicatgemtial impairment. A long-lived asset is
assessed for impairment when the undiscounted tegb&dure cash flows derived from that asset@se than its carrying value. The cash
flows used for this analysis take into consideraaaumber of factors including past operatingltesu
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budgets and economic projections, market trendgesdiict development cycles. The amount of any impent would be equal to the
difference between the estimated fair value ofatbset, based on a discounted cash flow analysistsacarrying value.

Advertising Expense

All advertising costs are expensed as incurredaaedlassified as marketing and selling expensdgerising expenses during 2013 , 2@l
2011 (Restated) were $1.8 million , $3.1 milliord&8.8 million , respectively.

Research and Development Co

Research and development costs are expensed aedhaxcept for costs that qualify for capitaliaat Development costs for software to be
sold that are incurred subsequent to the estabéishof technological feasibility, but prior to theneral release of the product, are capitalized
Upon general release, these costs are amortized the straight-line method over the expecteddifthe related products, generally 12 to 36
months. The straight-line method generally redol&spproximately the same amount of expense as#tetlated using the ratio that current
period gross product revenues bear to total amtiegphgross product revenues. The Company peribdmahluates the assets, considering a
number of business and economic factors, to deterihian impairment exits.

Income Taxes

The Company accounts for income taxes using art asddiability approach that requires the recdgniof deferred tax assets and liabilities
for the expected future tax consequences of etkatdhave been recognized in the Company'’s finhstadgements or tax returns. The
Company records deferred tax assets and liabiliesgd on the net tax effects of tax credits, djperéoss carryforwards and temporary
differences between the carrying amounts of assetdiabilities for financial reporting purposeswuared to the amounts used for income tax
purposes. Deferred tax assets are regularly reddorerecoverability with consideration for suclttiars as historical losses, projected future
taxable income and the expected timing of the saisrof existing temporary differences. The Compamgquired to record a valuation
allowance when it is more likely than not that squoetion or all of the deferred tax assets will betrealized. Based on the magnitude of the
Company'’s deferred tax assets at December 31, 20d 3he historical U.S. losses, the Company hasméted that the uncertainty regarding
the realization of these assets is sufficient torave the need for a full valuation allowance aggits U.S. net deferred tax assets. The Corr
has also determined that a valuation allowanceaisamted on a portion of its foreign deferred tasets.

The Company accounts for uncertainty in incomegareognized in its financial statements by apjyrtwo-step process to determine the
amount of tax benefit to be recognized. First,ttheposition must be evaluated to determine thedilikod that it will be sustained upon
examination by the taxing authorities, based ortebbnical merits of the position. If the tax pmsitis deemed more-likely-than-not to be
sustained, the tax position is then assessed ¢ondieie the amount of benefit to recognize in thariicial statements. The amount of the benef
that may be recognized is the largest amount thaglgreater than 50% likelihood of being realizpdn ultimate settlement. The provision for
income taxes includes the effects of any resuli@xgeserves (“unrecognized tax benefitsigt are considered appropriate as well as theed
net interest and penalties.

Accounting for Stocl-Based Compensation

The Company’s stock-based employee compensatiois pléow the Company to grant stock awards, optionsther equitypased instrumen
or a combination thereof, as part of its overathpensation strategy. For stock-based awards grahte€ompany records stock-based
compensation cost based on the grant date faievalar the requisite service periods for the irdlial awards, which generally equal the
vesting periods. The vesting of stock-based aweadtg may be based on time, performance conditioasgket conditions, or a combination of
performance or market conditions.

Product Warranties

The Company provides warranties on externally ssdiend internally developed hardware. The warrpatjod for all of the Company’s
products is generally 90 days to one year , butesdend up to five years depending on the manufactuwarranty or local law. For internally
developed hardware and in cases where the wargaaityed to customers for externally sourced harelisagreater than that provided by the
manufacturer, the Company records an accrual #ordlated liability based on historical trends aotlial material and labor costs. At the end
of each quarter, the Company reevaluates its estha assess the adequacy of the recorded walti@itities and adjusts the accrued
amounts accordingly.
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Computation of Net Income Per Share

Net income per share is presented for both basiiregs per share‘Basic EPS”) and diluted earnings per share (“R¢UEPS”). Basic EPS is
based on the weighted-average number of commoesbatstanding during the period, excluding nontedesestricted stock held by
employees. Diluted EPS is based on the weightethgeenumber of common and potential common sharessamding during the period.
Potential common shares result from the assumedisgeof outstanding stock options and nasted restricted stock and restricted stock t
the proceeds and remaining unrecorded compensatmense of which are then assumed to have beertauseplurchase outstanding common
stock using the treasury stock method. For pendasn the Company reports a loss, all potential comstock is considered anti-dilutive. For
periods when the Company reports net income, gatex@mmon shares with combined purchase pricesiaathortized compensation costs in
excess of the Company’s average common stock dhilevfor the related period or that are contingeisuable are considered anti-dilutive.
The contingently issuable potential common shagsslt from certain stock options and restrictedlstmnits granted to the Company’s
executive officers that vest based on performaoeelitions, market conditions, or a combination effprmance or market conditions (see
Notes C and M)

Accounting for Restructuring Plan:

The Company records facility-related restructurchgrges in accordance with ASC Topic 4Ri@abilities: Exit or Disposal Cost Obligations
Based on the Company’s policies for the calculatind payment of severance benefits, the Comparguatsfor employee-related
restructuring charges as an ongoing benefit arraegéin accordance with ASC Topic 7Tmpensation - Nonretirement Postemployment
Benefits. Restructuring charges and accruals require sogmif estimates and assumptions, including sulelem®me assumptions. These
estimates and assumptions are monitored on atdepsrterly basis for changes in circumstancesaagdorresponding adjustments to the
accrual are recorded in the Company’s statemespe@ifations in the period when such changes are tkknow

Recent Accounting Pronouncements To Be Adop

On May 28, 2014, the Financial Accounting Stand&dard (the “FASB”) and the International AccoumgtiBtandards Board (the “IASB”)
issued substantially converged final standardsswarnrue recognition. The FASB's Accounting Standahgidate (“ASU”) No. 2014-09,
Revenue from Contracts with Customers (Topic , was issued in three parts: (a) Section A, “Sumyraad Amendments That Create
Revenue from Contracts with Customers (Topic 60@) @ther Assets and Deferred Costs-Contracts wititaPners (Subtopic 340-40),” (b)
Section B, “Conforming Amendments to Other Topiod &ubtopics in the Codification and Status Tabées! (c) Section C, “Background
Information and Basis for Conclusionghe standard outlines a single comprehensive nfodehtities to use in accounting for revenue ag
from contracts with customers and supersedes mosrt revenue recognition guidance, including stduspecific guidance.

The new revenue recognition guidance becomes eféeittr the Company on January 1, 2017, and eaidption is not permitted. Entities he
the option of using either a full retrospectiveaanodified approach to adopt the guidance in thed AShe Company has not yet selected a
transition method and is currently evaluating tfieat that the updated standard will have on itssodidated financial statements and related
disclosures.

B. RESTATEMENT OF CONSOLIDATED FINANCIAL STATEMENTS
Background

In early 2013, during the course of the Compangigaw of its financial results for the fourth quearaind full year of 2012, management
identified a historical practice of the Company imgkavailable, at no charge to its customers, mieature and/or compatibility enhanceme
as well as bug fixes on a when-and-if-availabladb@®llectively, “Software Updates”) that managernieas concluded meets the definition of
post-contract customer support (“PCS”) under U.8AB. The business practice of providing Softwaraltes at no charge for many of the
Company’s products creates an implicit obligatiod an additional undelivered element for each ingzharrangement (referred to dsplied
Maintenance Release PCS”). The Company’s identificaf this
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additional undelivered element in substantiallyoflits customer arrangements has a significanaghpn the historical revenue recognition
policies because this element had not been prdyiaagsounted for in any period.

As a result of the foregoing and as explained imenutail below, the Company has restated its dimfaded financial statements for the year
ended December 31, 2011. The restatement alsdsffedods prior to the year ended December 311 ,281d the cumulative effects of the
restatement have been reflected as prior periagsadgnts to the 2011 opening balance of accumuthdfcit.

Restatement Adjustmen

Revenue Recognitic

The failure to identify and account for the existef Implied Maintenance Release PCS resulted-ansein the timing of revenue recognition
reported in the Company’s previously issued codstdid financial statements. Historically, the Conypgenerally recognized revenue upon
product shipment or over the period services arst-pontract customer support were provided (assgimtiher revenue recognition conditions
were met). As described more fully in the Compampgcy for “Revenue Recognition” in Note A, theigtence of Implied Maintenance
Release PCS in a customer arrangement requiregmié&oo of some or all arrangement considerati@pehding on GAAP applicable to the
deliverables, over the period of time that the lieghMaintenance Release PCS is delivered, whieftés product delivery or services are
rendered and is generally several years. The @mdh® timing of revenue recognition have beenexed in the restated consolidated finar
statements. The significant change in the patteraw@nue recognition also had indirect impactsemenue related accounts, such as sales
return allowances and, as discussed further belonrevenue accounts such as goodwill, stock-besegbensation and income taxes, which
have also been restated in the restated consdalifiatencial statements.

Goodwill

As a result of the change in the timing of reveraegnition described above and the resulting am#én deferred revenues, the carrying
values of the reporting units used in the Compaanyiginal goodwill impairment tests were incorréat each historical period impacted by the
restatement of revenue, including those periodghith impairment charges totaling $172.4 milliordhmen recorded. The decrease in
carrying value of the reporting units arising frtime deferred revenue resulted in negative carryaige and changes to the original step one
conclusions that further considerations of goodimilbairment were required under step two, anduab, ;o impairment should have been
recognized in the periods prior to January 1, 2@&kla result, the carrying value of goodwill wasteded to $419.4 million at December 31,
2010. On January 1, 2011, the Company adopted A&201L0-28When to Perform Step 2 of the Goodwill ImpairmesgtTor Reporting
Units with Zero or Negative Carrying Amoui(tdSU No. 2010-28"). ASU No. 2010-28 requires coamges with negative carrying value of a
reporting unit to perform step two of the impairmhtast when it is more likely than not that a godbdiwmpairment exists. Upon adoption of
ASU No. 2010-28, the Company recorded a full impaint of goodwilthrougha cumulative-effect adjustment to accumulated defitie
decline in the fair value of goodwill that caushd timpairment was the result of declines in acamal expected cash flows that occurred over :
several-year period prior to December 31, 2010.

The following table presents the adjustments tadgalbfor the year ended December 31, 2011 (Redjdia thousands):

Goodwill balance at December 31, 2010, as prewoegiorted $ 246,99
Effect of restatement 172,37:
Goodwill balance at December 31, 2010, as restated 419,36¢
Cumulative-effect adjustment due to the adoptioASU No. 2010-28 (419,36%)
Goodwill balance at December 31, 2011, as restated $ —

StockBased Compensation

As a result of the change in the timing of reveresognition described above, the timing and amoiistock-based compensation expense
attributable to performance-based awards, whereatgd vesting was based on profitability, also geadn Due to the restated historical
financial statements, many of the performance-baseds have vested earlier than originally esthat
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Restructurinc

The Company also identified errors in a restruatygharge recorded in the year ended Decembei089, Zhe Company originally assumed
that a vacated facility could be sublet, reduchmg estructuring expense by $2.2 million at thaeti Subsequently, management determined
that contractual provisions severely limited thexany from executing a sublease, which resultetipossible sublease income at the tinr
lease abandonment. The cumulative effect of thizr @nd other restructuring-related adjustmentsitay $1.5 million at December 31, 2010
was reflected as an adjustment to the 2011 opérdtance of accumulated deficit.

Income Taxe

The Company identified and corrected certain enrelated to the accounting for an intercompany lo@de between two of its international
subsidiaries that occurred during the year endexeidber 31, 2007. The Company determined that itldiwave accrued withholding taxes of
$3.8 million , and as a result the Company had rtstdied the provision for income taxes in 2007 iacdme taxes payable reported on its
balance sheets for each period subsequent toathsairtion. Additionally, as the tax was not witlehahd paid to the taxing authority, the
Company is subject to interest and penalties omtipaid balance. The cumulative effect of this eard other adjustments totaling $6.2
million at December 31, 2010 was reflected as gustmient to the 2011 opening balance of accumuldgdidit. The Company also adjusted
income taxes as necessary to reflect the impabieothanges in the timing of revenue recogniticscdbed above. The Company also
identified several errors in the compilation ofdesferred tax assets and liabilities. Due to tHaat#on allowance the Company had recorded
against gross deferred tax assets, the adjustriadtso net effect on its financial results; howettee corrected balances are reflected in Note
0.

Other Adjustments

In addition to correcting the restatement adjusteescribed above, the Company also recorded athjestments for other errors identified
during the restatement process, including adjustsneis5.1 million to inventory and adjustmentsatzrued liabilities, as well as
reclassifications of operating expenses to costwénues totaling $9.5 million.

Cumulative Effect of Prior Period Adjustments

The following tables present the cumulative effefdthe prior period adjustments to stockholderdiaiteat December 31, 2010 and 2011 (in
thousands):

Accumulated

Additional Other Total
Common Paid-in Accumulated Treasury Comprehensive Stockholders’
Stock Capital Deficit Stock Income Equity (Deficit)
Balances at December 31, 2010, as previously regort  $ 42 $ 1,005,190 $ (495,259 $ (91,029 $ 726¢ % 426,61(
Revenue recognition adjustments — — (897,839 — 957 (896,879)
Goodwill adjustments — — 172,37 — — 172,37
Restructuring adjustments — — (1,452 — — (1,452
Income tax adjustments — — (6,280 — 68< (5,597
Stock-based compensation adjustments — 12,20 (12,209 — — —
Other adjustments — — (5,699 — 30:< (5,390
Balances at December 31, 2010, as restated $ 42 $1,017,40. $ (1,246,34) $ (91,02 § 9,211 $ (310,330
Balances at Cumulative Effect

December 31, 2011, of Prior Period Stock-Based Balances at

as Previously Adjustments as of Compensation Other December 31,
Reported December 31, 2010  Adjustments Adjustments 2011, as Restated

Additional paid-in capital $ 1,018,60. $ 12,20:  $ (2,010 $ — 3 1,028,79:
Accumulated other comprehensive income 4,807 1,94: — 28¢ 7,03¢
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Discontinued Operation:

On July 2, 2012, the Company exited its consumsiniass through the sale of the assets of that &ssin two separate transactions. As
described further in Note I, the disposition of tomsumer business qualified for presentationdisantinued operation; therefore, these
financial statements have been retrospectivelyséeljlfor all periods presented to report the comrslasiness as a discontinued operation.
Adjustments to Consolidated Statement of OperatomsAdjustments to Consolidated Statement of Géslus tables below also include a
column for discontinued operations to allow recbaton back to the originally issued financialtetments.

Adjustments to Consolidated Statement of Operati

The following table presents the impact of the fiicial statement adjustments on the Company’s pusiyaeported consolidated statement of
operations for the year ended December 31, 201thdursands except per share data):
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Year Ended December 31, 2011

As Revenue Other
Previously Restatement Restatement Discontinued
Reported  Adjustments Adjustments Operations As Restated

Net revenues:

Products $ 546,37 $ 270,21¢ $ — $ (155,870 $ 660,72(

Services 131,56! (25,400 — — 106,16!

Total net revenues 677,93t 244,81¢ — (155,87() 766,88!
Cost of revenues:

Products 255,73! — 1,15¢ (68,67 188,21

Services 62,48: — 8,32¢ — 70,80¢

Amortization of intangible assets 2,69¢ = = — 2,69:¢

Total cost of revenues 320,91( — 9,47¢ (68,672) 261,71t
Gross profit 357,02t 244,81 (9,479 (87,199 505,16
Operating expenses:

Research and development 118,10t — 252 (7,23)) 111,12¢

Marketing and selling 183,86! — (9,897) (10,769 163,20:

General and administrative 58,44¢ — (2,419 (5,297) 50,73:

Amortization of intangible assets 8,52¢ — — — 8,52¢

Restructuring costs, net 8,85¢ — (2,329 — 6,53¢

Total operating expenses 377,80° — (14,389 (23,29) 340,12
Operating (loss) income (20,78)) 244,81¢ 4,90¢ (63,907 165,04(
Interest income 144 — 2 — 14z
Interest expense (2,057) — 12t — (1,929
Other expense, net (15¢9) — — — (159
(Loss) income from continuing operations before iname taxes (22,849 244,81¢ 5,03z (63,907 163,09!
Provision for income taxes, net 942 — (307) — 63t
(Loss) income from continuing operations, net of ta (23,79) 244,81¢ 5,33¢ (63,907 162,46(
Discontinued operations:

Income from divested operations — — — 63,907 63,907
Income from discontinued operations — — — 63,907 63,90°
Net (loss) income $ (23,79) $ 24481¢ $ 533¢ $ — $ 226,36
(Loss) income per common share — basic:

(Loss) income per share from continuing operatioes of tax — basic $ (0.62) $ 4.2

Income per share from discontinued operations iebas — 1.6¢€
Net (loss) income per common share — basic $ (0.62) $ 5.8¢

(Loss) income per common share — diluted:

(Loss) income per share from continuing operatioes of tax — diluted $ (0.62) $ 4.22
Income per share from discontinued operationsutetil — 1.67
Net (loss) income per common share — diluted $ (0.62) $ 5.81
Weighted-average common shares outstanding — basic 38,43t 38,43t
Weighted-average common shares outstanding —dilute 38,43t 38,53«
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Adjustments to Consolidated Statement of Cash Fl

The following table presents the impact of the fiicial statement adjustments on the Company’s pusiyaeported consolidated statement of
cash flows for the year ended December 31, 201th¢insands):

Year Ended December 31, 2011

As Revenue Other
Previously Restatement Restatement Discontinued
Reported Adjustments Adjustments Operations As Restated

Cash flows from operating activities:

Net (loss) income $ (23,79) 244.81¢ $ 5,33¢ —$ 226,36
Adjustments to reconcile net (loss) income to mshoprovided by operating activities:
Depreciation and amortization 31,98¢ — — — 31,98!
Provision for doubtful accounts 1,561 — (8¢) — 1,47:
Non-cash provision for restructuring 32€ — — — 32€
Loss on sales of assets 597 — — — 597
Gain on disposal of fixed assets (24) — 24 — —
Stock-based compensation expense 14,61¢ — (2,010 — 12,60¢
Non-cash interest expense 301 — — — 301
Foreign currency transaction (gains) losses (13%) — 1,95: — 1,81¢
Provision for deferred taxes (1,65¢) — (33€) — (1,999
Changes in operating assets and liabilities
Accounts receivable (4,909 1,35: (259) — (3,809
Inventories (3,475 — 15¢ — (3,319
Prepaid expenses and other current assets (29¢) — 7t — (223)
Accounts payable (4,769 — 23¢ — (4,537
Accrued expenses, compensation and benefits aed lathilities (14,32)) — (3,119 — (17,43¢)
Income taxes payable (757) — 117 — (640)
Deferred revenues 5,611 (246,177) 1 — (240,56()
Net cash provided by operating activities 864 — 2,10¢ — 2,967

Cash flows from investing activities:

Purchases of property and equipment (20,777) — (24) — (10,79Y)
Capitalized software development costs — — (1,242 — (1,247)
Change in other long-term assets (1,099) — 944 — (155)
Net cash used in investing activities (11,870) — (322) — (12,19)

Cash flows from financing activities:

Proceeds from the issuance of common stock undglogee stock 2,02¢ — 1,21z — 3,23¢
Common stock repurchases for tax withholdings drsettlement of equity awards — — (1,219 — (1,219
Proceeds from revolving credit facilities 21,00( — — — 21,00(
Payments on revolving credit facilities (21,000 — — — (21,000
Net cash provided by financing activities 2,02¢ = = — 2,02¢
Effect of exchange rate changes on cash and casratmts (947) — (1,78)) — (2,72¢)
Net decrease in cash and cash equivalents (9,929 — — — (9,929
Cash and cash equivalents at beginning of period 42,78: — — — 42,78
Cash and cash equivalents at end of period $ 3285 $ — % — $ —$ 3285
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C. NET INCOME PER SHARE

The following table sets forth (in thousands) pti@rtommon shares, on a weighted-average basiswre considered anti-dilutive securities
and excluded from the diluted earnings per shdruledions for the relevant periods either becahsesum of the exercise price per share and
the unrecognized compensation cost per share easegithan the average market price of the Compammyrhmon stock for the relevant
period, or because they were considered contingessthlable. The contingently issuable potential wam shares result from certain stock
options and restricted stock units granted to tbm@anys executive officers that vest based on performanaoditions, market conditions, o
combination of performance or market conditions.

Year Ended December 31,

2013 2012 2011
Options 5,19: 6,06¢ 5,981
Non-vested restricted stock units 352 63¢ 494
Anti-dilutive potential common shares 5,54¢ 6,707 6,481
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D. FOREIGN CURRENCY CONTRACTS

As a hedge against the foreign exchange exposuwrertsin forecasted receivables, payables andlmahces of its foreign subsidiaries, the
Company enters into short-term foreign currencyéod contracts. The changes in fair value of thieifm currency forward contracts intendec
to offset foreign currency exchange risk on castvél associated with net monetary assets are retasigains or losses in the Company’s
statement of operations in the period of changeab&e these contracts have not been accountes figdges. There are two objectives of the
Company’s foreign currency forward-contract progréb) to offset any foreign currency exchange eskociated with cash receipts expected
to be received from the Company’s customers ankl pagments expected to be made to the Companydovemver the following 30 daysc
(2) to offset the impact of foreign currency excpammn the Company’s net monetary assets denomimatenrencies other than the functional
currency of the legal entity. These forward cortgdgpically mature within 30 days of execution.Pé¢cember 31, 2013 and 2012 , the
Company had foreign currency forward contractstantiing with aggregate notional values of $21.0iomland $23.6 million respectively, ¢
hedges against such forecasted foreign-currencgrdigrated receivables, payables and cash balances.

The Company may also enter into short-term foreigmency spot and forward contracts as a hedgastghie foreign currency exchange risk
associated with certain of its net monetary asdet®minated in foreign currencies. At December2®13 and 2012 , the Company had such
foreign currency contracts with aggregate notiomdlies of $5.4 million and $5.3 million , respeetiu Because these contracts have not beel
accounted for as hedges, the changes in fair \odltreese foreign currency contracts are recordeghass or losses in the Company’s statemer
of operations.

The following table sets forth the balance shesgsification and fair values of the Company’s fgnecurrency contracts at December 31, 201
and 2012 (in thousands):

Derivatives Not Designated as Hedging Instruments rdler Fair Value at Fair Value at
Accounting Standards Codification (“ ASC” ) Topic 815 Balance Sheet Classification December 31, 2013 December 31, 2012
Financial assets:
Foreign currency contracts Other current assets $59 $157

Financial liabilities:

Accrued expenses and otF

current liabilities $228 $337

Foreign currency contracts

The following table sets forth the net foreign exabe gains and losses recorded as marketing dimtysdpenses in the Compasystatemen
of operations during the years ended December(Bi13 22012 and 2011 (Restated) that resulted frengéins and losses on Company’s
foreign currency contracts not designated as hgdgstruments and the revaluation of the relatatbbd items (in thousands):

Derivatives Not Designated as Hedging Net (Loss) Gain Recorded in Marketing and Selling Epenses
Instruments Under ASC Topic 815 2013 2012 2011 (Restated)
Foreign currency contracts $(187) $(707) $525

See Note E for additional information on the faatue measurements for all financial assets anditiab, including derivative assets and
derivative liabilities, that are measured at falue on a recurring basis.

E. FAIR VALUE MEASUREMENTS

Assets and Liabilities Measured at Fair Value orRecurring Basis

On a recurring basis, the Company measures cdittaincial assets and liabilities at fair value lirting foreign-currency contracts, cash
equivalents, marketable securities and insurano#axts held in deferred compensation plans. Aterdaer 31, 2013 and 2012, all of the
Company’s financial assets and liabilities weressiiéed as either Level 1 or Level 2 in the faitueahierarchy. Assets valued using quoted
market prices in active markets and classifiedegel 1 are certain deferred compensation invessnenimarily money market and mutual
funds. Assets and liabilities valued based on othservable inputs and classified as Level 2 ardo currency contracts and certain deferre
compensation investments.
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The following tables summarize the Company’s failue hierarchy for its financial assets and lidie#i measured at fair value on a recurring
basis at December 31, 2013 and 2012 (in thousands):

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets Other Unobservable
December 31, for Identical Observable Inputs
2013 Assets (Level 1) Inputs (Level 2) (Level 3)
Financial Assets:
Deferred compensation assets $ 192( $ 1,271 $ 64¢ 3 —
Foreign currency contracts 59 — 59 —
Financial Liabilities:
Foreign currency contracts $ 228 % — 3 228 % —

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets Other Unobservable
December 31, for Identical Observable Inputs
2012 Assets (Level 1) Inputs (Level 2) (Level 3)
Financial Assets:
Deferred compensation assets $ 1,68 $ 1,097 $ 58: % —
Foreign currency contracts 157 — 157 —
Financial Liabilities:
Foreign currency contracts $ 337 % — ¢ 337 % —

The fair values of Level 1 deferred compensati@esare determined using a market approach basgdoded market prices of the underly
securities. The fair values of the Level 2 defercethpensation assets are determined using an inappreach based on observable inputs
including the prices for recently traded finandietruments with similar underlying terms as walldrectly or indirectly observable inputs,
such as interest rates and yield curves that esereable at commonly quoted intervals.

The fair values of foreign currency contracts dassified as Level 2 in the fair value hierarchyg @ne measured at fair value on a recurring

basis using an income approach based on obselnabits. The primary inputs used to fair value fgrecurrency contracts are published
foreign currency exchange rates as of the dataloftion. See Note D for information on the Compsufigreign currency contracts.

Financial Instruments Not Recorded at Fair Value
The carrying amounts of the Company’s other finanassets and liabilities including cash, accowtgivable, accounts payable and accrued

liabilities approximate their respective fair vausecause of the relatively short period of timgvieen their origination and their expected
realization.

F. ACCOUNTS RECEIVABLE

Accounts receivable, net of allowances, consistedefollowing at December 31, 2013 and 2012 ljiousands):

December 31,

2013 2012
Accounts receivable $ 70,73: % 88,93!
Less:
Allowance for doubtful accounts (1,449 (1,519
Allowance for sales returns and rebates (12,519 (19,46()
Total $ 56,77C $ 67,95¢

The accounts receivable balances at December 28,&@ 2012 , exclude $8.6 million and $7.6 millijomspectively, for large solution sales
and certain distributor sales that were invoiced,for which revenues had not been recognized agchpnts were not due.
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G. INVENTORIES

Inventories consisted of the following at DecemB&r2013 and 2012 (in thousands):

December 31,

2013 2012
Raw materials $ 10,14: $ 11,09t
Work in process 33¢ 29¢
Finished goods 49,64: 57,75t
Total $ 60,12: $ 69,14

At December 31, 2013 and 2012 , finished goodsnitorg included $3.6 million and $3.7 million , resgively, associated with products
shipped to customers or deferred labor costs fangements where revenue recognition had not yatremnced.
H. PROPERTY AND EQUIPMENT

Property and equipment consisted of the followinBacember 31, 2013 and 2012 (in thousands):

December 31,

2013 2012

Computer and video equipment and software $ 107,46:  $ 103,20¢
Manufacturing tooling and testbeds 2,54¢ 1,611
Office equipment 4,73 4,74¢
Furniture, fixtures and other 10,90¢ 11,12:
Leasehold improvements 33,31( 32,08(
158,96¢ 152,76¢

Less: Accumulated depreciation and amortization 123,78. 111,32
Total $ 35,18¢  $ 41,44

Depreciation and amortization expense relatedapenty and equipment was $17.8 million , $19.8iomilland $19.5 million for the years
ended December 31, 2013, 2012 and 2011 (Restagsggctively.

. DISCONTINUED OPERATIONS

On July 2, 2012, the Company sold a group of corswaudio and video products and certain relatedl@atual property (the “Consumer
Business”) with a negative carrying value of $2%ilion for total consideration of $14.8 milliorof which $13.3 million was received during
2012, recording a gain of $38.0 million net of $inBlion of costs incurred to sell the assets. &hdio assets were sold to Numark Industries,
L.P. (“Numark”) for $11.8 million . Proceeds of $@million were received from Numark in 2012, witte remaining proceeds held in escrow
until a final release date that occurred in Mar6ti£ The video assets were sold to Corel Corpardtioorel”) for $3.0 million . Proceeds of
$2.4 million were received from Corel in 2012, wilte remaining proceeds held in escrow until a fiakease date that occurred in January
2014. There was no income tax provision relatethéadiscontinued operations in any period presented

The divestiture of these consumer product linesin@nded to:
» allow the Company to focus on the Broadcast andidviexrket and the Video and Audio Post and Prafessimarke
» reduce complexity from the Company's operatiornisnfmrove operational efficiencies; ¢

» allow the Company to change its cost structoyeanoving away from lower growth, lower margin sestto drive improved financial
performance.

83




The following table presents the gain from the diitare (in thousands):

Proceeds from sale of consumer business $ 14,84
Less: assets disposed of
Intangible assets (3,479
Inventory, net (16,500
Fixed assets (507)
Capitalized software (372
Other assets (23
Plus: liabilities disposed of
Deferred revenues (Restated) 45,40:
Warranty accrual 507
Net assets sold 25,03:
Costs to sell (1,907)
Gain on divestiture of consumer business $ 37,97

The following table presents the income from distared operations for the years ended Decembe2(B12 and 2011 (Restated) (in
thousands):

2011

2012 (Restated)
Net revenues $ 46,100 $ 155,87
Costs of revenues 33,26¢ 68,67
Gross profit 12,83¢ 87,19¢
Operating expenses 5,004 23,29:
Income from discontinued operations before incoaxes 7,83: 63,907
Gain on divestiture of consumer business 37,97 —
Income from discontinued operations $ 45804 § 63,90

J. INTANGIBLE ASSETS

Amortizing identifiable intangible assets relatedtie Company’s acquisitions or capitalized co$iaternally developed or externally
purchased software that form the basis for the Gayls products consisted of the following at Decenfil, 2013 and 2012 (in thousands):

December 31,

2013 2012
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
Completed technologies and patents $ 52,71: % (52,659 $ 52 $ 52,72( $ (51,17) $  1,54¢
Customer relationships 49,62° (45,557 4,07( 49,54: (42,829 6,71t
Trade names 5,97¢ (5,97¢) — 5,97( (5,970 —
Capitalized software costs 5,94¢ (5,806 13¢ 5,93¢ (4,985 958
Total $ 114,25 $ (109,999) $ 4.26(C $ 114,17: $ (104,95) $ 9,217

Amortization expense related to intangible assetheé aggregate was $4.9 million , $7.7 million $1i@.4 million for the years ended
December 31, 2013, 2012 and 2011 (Restated),atrsplg. The Company expects amortization of inthtegassets to be approximately $1.8
million in 2014 , $1.5 million in 2015 and $1.0 tiwh in 2016 .

K. OTHER LONG-TERM LIABILITIES

Other long-term liabilities consisted of the folliog at December 31, 2013 and 2012 (in thousands):

December 31,
2013 2012
Long-term deferred rer $ 8,361 $ 8,92:




Long-term accrued restructuring 2,33t 5,11¢
Long-term deferred compensation 3,89( 3,93¢

Total $ 14,58¢ $ 17,97¢
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L. COMMITMENTS AND CONTINGENCIES
Operating Lease Commitments

The Company leases its office space and certaiipregut under non-cancelable operating leases. Othieef minimum lease commitments
under these non-cancelable leases at Decembe®B3 w2re as follows (in thousangs

Year Ending December 31,

2014 $ 20,18
2015 13,46:
2016 12,50:
2017 11,30:
2018 9,12¢
Thereafter 18,50(
Total $ 85,07t

Included in the operating lease commitments abog@hbligations under leases for which the Compaas/Macated the underlying facilities as
part of various restructuring plans. These leagpseat various dates through 2021 and represeaggregate obligation of $10.3 million
through 2021. The Company has restructuring acefgh6.1 million at December 31, 2013, which esents the difference between this
aggregate future obligation and expected futuréesisle income under actual or estimated potentidéage agreements, on a net present valu
basis, as well as other facilities-related obligagi. The Company received no sublease income dtlmingears ended December 31, 2013 ,
2012 or 2011 .

The Companys leases for corporate office space in Burlingddassachusetts, which expire in May 2020, contamewel options to extend tl
respective terms of each lease for up to two aafditifive-year periods. The Company has some Idasesdfice space that have early
termination options, which, if exercised by the Quxamy, would result in penalties of $0.7 milliontie aggregate. The future minimum lease
commitments above include the Company’s obligatibnsugh the original lease terms and do not ireliese penalties.

The accompanying consolidated results of operatiefisct rent expense on a straidine basis over the term of the leases. Total espemde
operating leases was $16.3 million , $18.1 milkor $20.2 million for the years ended Decembef813 , 2012 and 2011 (Restated),
respectively.

Other Commitments

The Company has letters of credit at a bank tfeaiaed as security deposits in connection wittCivapany’s Burlington, Massachusetts
office space. In the event of default on the undiegl leases, the landlords would, at December 8132 be eligible to draw against the letters
of credit to a maximum of $2.6 million in the aggate. The letters of credit are subject to aggeegeductions provided the Company is not in
default under the underlying leases and meetsiodim@ncial performance conditions. In no casd thié letters of credit amounts be reduce
below $1.2 million in the aggregate throughoutl#ese periods, all of which extend to May 2020.

The Company also has a standby letter of credittank that is used as a security deposit in cdiomewith the Company’s Daly City,
California office space lease. In the event of ditfan this lease, the landlord would, at Decen®igr2013 , be eligible to draw against this
letter of credit to a maximum of $0.8 million . Thegter of credit will remain in effect at this aomd throughout the remaining lease period,
which extends to September 2014. The Company isematwing this lease at the end of the term ané@aszphe letter of credit to be released &
that time.

The Company also has additional letters of creditling $2.4 million that support its ongoing op@ras. These letters of credit have various
terms and expire during 2014 and 2015 . Some dethers of credit may automatically renew basedhanterms of the underlying agreements
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Purchase Commitments and S-Source Suppliers

At December 31, 2013, the Company had enterecoumtchase commitments for certain inventory aneiogfoods and services used in its
normal operations. The purchase commitments covgredese agreements are generally for a peri¢essfthan one year and in the aggregat
total approximately $27.6 million .

The Company depends on sole-source suppliers ftailcdey hardware components of its products. @&ligh the Company has procedures in
place to mitigate the risks associated with ite-salurced suppliers, the Company cannot be cettatrit will be able to obtain sole-sourced
components or finished goods from alternative seppbr that it will be able to do so on commetgia¢asonable terms without a material
impact on its results of operations or financiadiion. The Company procures product componentsaiids inventory based on forecasts of
product life cycle and customer demand. If the Canypis unable to provide accurate forecasts or gmirventory levels in response to shifts
in customer demand, the Company may have insufficexcess or obsolete product inventory.

Contingencies

In March 2013 and May 2013, two purported secigitiass action lawsuits were filed against the Camgand certain of its former executive
officers seeking unspecified damages in the U.Stribt Court for the District of MassachusettsJily 2013, the two cases were consolidated
and the original plaintiffs agreed to act as cdsifis in the consolidated case. In September 2818 co-plaintiffs filed a consolidated
amended complaint on behalf of those who purchés=@ompany’s common stock between October 23, a8@8March 20, 2013. The
consolidated amended complaint, which named thep@om certain of its current and former executiffecers and its former independent
accounting firm as defendants, purported to stafaie for violation of federal securities lawsasesult of alleged violations of the federal
securities laws pursuant to Sections 10(b) and)2fi(dne Securities Exchange Act of 1934 and RoOle-2 promulgated thereunder. In October
2013, the Company filed a motion to dismiss thesotidated amended complaint, resulting in the disaiiof some of the claims, and the
dismissal of Mr. Hernandez and one of the two pifisnfrom the case. The matter is scheduled fiat tn March 2015. At this time, the
Company believes that a loss related to the cafeseld complaint is neither probable nor remote,easd on the information currently
available regarding the claims in the consolidatethplaint, the Company is unable to determine &éimage, or range of estimates, of potential
losses.

In June 2013, a purported stockholder of the Compiited a derivative complaint against the Compasynominal defendant and certain of the
Company'’s current and former directors and offic&e complaints alleged various violations ofestatv, including breaches of fiduciary
duties, waste of corporate assets and unjust eneinh The derivative complaint sought, inter aliaspecified monetary judgment, equitable
and/or injunctive relief, restitution, disgorgememnid a variety of purported corporate governanfarmes. On October 30, 2013, the complaint
was dismissed without prejudice. On November 2832the Company's Board of Directors received gtdtom the plaintiff in the dismissed
derivative suit, demanding that the Company’s Badrirectors investigate, address and commenceepdings against certain of the
Company’s directors, officers, employees and agemsgd on conduct identified in the dismissed cainplin December 2013, the Company’s
Board created a committee to conduct an investigatito the allegations in the demand letter. Ag thme, the Company believes that a loss
related to the demand letter is neither probabte@mote, and based on the information currentbilakle regarding the claims in the demand
letter, the Company is unable to determine an @s&ipor range of estimates, of potential losses.

In April and May 2013, the Company received a doentpreservation request and inquiry from the SHiNgsion of Enforcement and a
federal grand jury subpoena from the Departmeidusfice requesting certain documents, includingaiticular documents related to the
Company’s disclosures regarding its accountingen\and financial transactions. The Company hasymed documents responsive to such
requests and has provided regular updates to theréies on its accounting evaluation. The Compiaends to continue to cooperate fully
with the authorities. At this time, the Companyidees that a loss related to the inquiries isheiprobable nor remote, and based on the
information currently available regarding theseuimigs, the Company is unable to determine an @séipor range of estimates, of potential
losses.

At December 31, 2013 , the Company was subjecatiows litigations claiming patent infringementtyg Company. Some of these legal
proceedings may include speculative claims for suttigl or indeterminate amounts of damages. Ifiafingement is determined to exist, the
Company may seek licenses or settlements. In additis a normal incidence of the nature of the Gompis business, various claims, charges
and litigation have been asserted or commenced firamto time against the Company arising fromedated to contractual, employee
relations, intellectual property rights, productservice performance, or other matters.
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The Company considers all claims on a quarterlyskasd based on known facts assesses whetheripbtesses are considered reasonably
possible, probable and estimable. Based upon $kissament, the Company then evaluates disclosyugaments and whether to accrue for
such claims in its consolidated financial statersent

The Company records a provision for a liability whieis both probable that a liability has beeruimed and the amount of the loss can be
reasonably estimated. These provisions are reviewkshst quarterly and adjusted to reflect theaiotp of negotiations, settlements, rulings,
advice of legal counsel and other information avehés pertaining to a particular case.

At December 31, 2018nd as of the date of filing of these consoliddieancial statements, the Company believes thhgrahan as set forth
this note, no provision for liability nor discloguis required related to any claims because: @aptls no reasonable possibility that a loss
exceeding amounts already recognized (if any) neaiyturred with respect to such claim; (b) a reabbnpossible loss or range of loss canno
be estimated; or (c) such estimate is immaterial.

Additionally, the Company provides indemnificatitincertain customers for losses incurred in conoeatith intellectual property
infringement claims brought by third parties widspect to the Compargyproducts. These indemnification provisions gelheoffer perpetus
coverage for infringement claims based upon thelywts covered by the agreement and the maximunmip@itamount of future payments the
Company could be required to make under these indation provisions is theoretically unlimited.o date, the Company has not incurred
material costs related to these indemnificatiorvisions; accordingly, the Company believes thenestied fair value of these indemnification
provisions is immaterial. Further, certain of then@pany’s arrangements with customers include ckawereby the Company may be subject
to penalties for failure to meet certain perfornenbligations; however, the Company has not recbaty related material penalties to date.

During 2010, the Company’s Canadian subsidiarydAechnology Canada Corporation, was assessedaéhtbopthe Ministry of Revenue
Quebec (“MRQ") approximately CAN $1.7 million foosial tax assessments on Canadian employee steeldlzampensation related to the
Company'’s stock plans. The payment amounts wergded in “other current assets” in the Companyissafidated balance sheets at
December 31, 2012 . During 2013, the Quebec Cdukppeals rendered a judgment against the MRQdimélar case, and a subsequent
appeal by the MRQ was dismissed by the Supremet@b@anada. As a result, the MRQ filed a Declarabf Settlement related to the Avid
case in November 2013, and this matter is considelosed. In December 2013, the MRQ refunded tcCiimpany CAN $1.9 million for tax
assessments for 2001 through 2006 and relate@ttdihe tax assessments for 2007 through 201icamaaterial and are expected to be
refunded with interest during 2014.

The Company provides warranties on externally shiiend internally developed hardware. For inteyradiveloped hardware and in cases
where the warranty granted to customers for extigreaurced hardware is greater than that proviglethe manufacturer, the Company reci
an accrual for the related liability based on histd trends and actual material and labor codte. following table sets forth the activity in the
product warranty accrual account for the years eéfdfecember 31, 2013, 2012 and 2011 (in thousands):

Accrual balance at December 31, 2010 (Restated) $ 4,84¢
Accruals for product warranties (Restated) 8,54¢
Cost of warranty claims (Restated) (8,297

Accrual balance at December 31, 2011 (Restated) 5,10(
Accruals for product warranties 7,73
Cost of warranty claims (7,859
Allocation to divested consumer business (507)

Accrual balance at December 31, 2012 4,47¢
Accruals for product warranties 5,34¢
Cost of warranty claims (6,32))

Accrual balance at December 31, 2013 $ 3,501
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M. CAPITAL STOCK
Preferred Stock

The Company has authorized up to one million shaf@seferred stock, $0.01 par value per shareiskrance. Each series of preferred stock
shall have such rights, preferences, privilegesrasttictions, including voting rights, dividendjhits, conversion rights, redemption privileges
and liquidation preferences, as may be determigettidoCompany’s board of directors (the “Board”).

Rights Agreemen

On January 6, 2014, the Company’s Board decladididend of one preferred share purchase righR(ght”) for each outstanding share of
common stock, par value $0.01 per share, of thegaom to purchase one ten-thousandth of a sharevdfy designated Series A Junior
Participating Preferred Stock, par value $0.01gbare, of the Company (the “Preferred Stock”), ptiee of $40.00 per one téheusandth of
share of Preferred Stock, subject to adjustmept@dded in the Rights Agreement described belawcléholders of record at the close of
business on January 17, 2014 (the “Record Date®ived the dividend. The description and term$iefRights are set forth in a Rights
Agreement, dated as of January 6, 2014, as the semypde amended from time to time (the “Rights Agnent”), between the Company and
Computershare Trust Company N.A, as Rights Agent.

The Rights Agreement became effective on Janua2@®4 (the “Effective Date”). Following the Effeeti Date, Rights will be issued in
respect of all shares of the Company’s common distled after the Record Date and, subject toettmest described in the Rights Agreement,
prior to the earliest of the Distribution Date ¢afined in the Rights Agreement), the redemptiothefRights or the expiration of the Rights. A
Distribution Date will occur upon the earlier of {i0 business days (or such later date as the Bdaitldetermine) following a public
announcement by the Company that a person or gvbaffiliated or associated persons (an “Acquirifgrson”) has acquired beneficial
ownership of 15% or more of the outstanding shafe®mmon stock, other than as a result of repwehaf stock by the Company, certain
inadvertent actions by institutional or certaineststockholders or beneficial ownership by ceratempt Persons or (ii) 10 business days (or
such later date as the Board shall determine)vidtig the commencement of a tender offer or excharfige that would result in a person or
group becoming an Acquiring Person. An “Exempt Bretss any person or group which beneficially owrigd or more of the common stock
at the time of public announcement of the Rightse&gent unless and until such person or group eejbheneficial ownership of additional
shares of common stock representing one percanbog of the Company’s common stock then outstanding

The Rights will expire at the next annual meetifghe Company’s stockholders, unless the Rightearker redeemed or exchanged by the
Company, in each case as defined in the Rightsehgeat.

Common Stock Repurchases

In April 2007, the Company’s Board approved a stapurchase program that authorized the Compargpiarchase up to $100 million of the
Company’s common stock through transactions omgsn market, in block trades or otherwise. In Faty2008, the Company’s Board of
Directors approved a $100 million increase in th#harized funds for the repurchase of the Compaogremon stock. At December 31, 2013,
there was $80.3 million available for future stoepurchases under the program. This stock repuggiragram has no expiration date. During
the years ended December 31, 2013, 2012 and 281 %hares were repurchased under this program.

Under some of the Company’s equity compensationsplemployees have the option or may be requirsdtisfy minimum withholding tax
obligations by tendering to the Company a portibthe common stock received under the award. Dutfiegyear ended December 31, 2011
(Restated), the Company received approximatelyX@sB@res of its common stock in exchange for $0lliomof minimum employee
withholding liabilities paid by the Company. Duritite years ended December 31, 2013 and 2012 chostiares were repurchased.

88




Stock Incentive Plan:

Under its stock incentive plans, the Company maygstock awards or options to purchase the Compaonymon stock to employees,
officers, directors (subject to certain restricéipand consultants, generally at the market pnicthe date of grant. Current option grants
become exercisable over various periods, typidhlige to four years for employees and one yeandaremployee directors, and have a
maximum term of seven years. Restricted stock astlicted stock unit awards with time-based vedtypirally vest over three to four years.
Restricted stock unit awards with vesting baseg@enfiormance conditions, market conditions, or almioation of performance or market
conditions typically have a maximum term of approately eleven years. Shares available for issuander the Company’s Amended and
Restated 2005 Stock Incentive Plan totaled 3,333z December 31, 2013, including 523,233 shdratsmay alternatively be issued as
awards of restricted stock or restricted stockaunit

The Company uses the Black-Scholes option pricingehto estimate the fair value of stock optiomngsawith time-based vesting. The Black-
Scholes model relies on a number of key assumpt@nalculate estimated fair values. The assumédetid yield of zero is based on the fact
that the Company has never paid cash dividendfasdo present intention to pay cash dividendsoandurrent credit agreement preclude
from paying dividends. The expected stock-pricatitiy assumption is based on recent (six-moraflitrg) implied volatility calculations.
These calculations are performed on exchange trapléahs of the Company’s common stock, based ernntiplied volatility of long-term (9 -
to 39 -month term) exchange-traded options. The [g2omy believes that using a forward-looking mark@teh volatility assumption will result
in the best estimate of expected volatility. Theuased risk-free interest rate is the U.S. Treasaoyrity rate with a term equal to the expectec
life of the option. The assumed expected life isdobon company-specific historical experience a®rgig the exercise behavior of past grant:
and models the pattern of aggregate exercises.

The fair value of restricted stock and restrictextls unit awards with time-based vesting is basethe intrinsic value of the awards at the dat
of grant, as the awards have a purchase price.0L$r share.

The Company also issues stock option grants aticest stock unit awards with vesting based on miacknditions, specifically the
Company’s stock price; performance conditions, gahethe Company'’s return on equity or operatingrgin; or a combination of
performance or market conditions. The fair valued derived service periods for all grants thatudel vesting based on market conditions are
estimated using the Monte Carlo valuation methaal.sfock option grants that include vesting base@exformance conditions, the fair values
are estimated using the Black-Scholes option miamodel. For restricted stock unit awards thatudel vesting based on performance
conditions, the fair values are estimated baseth@imtrinsic values of the awards at the daterahfj as the awards have a purchase price of
$0.01 per share. For stock option grants and esstristock unit awards with vesting based on a auation of performance or market
conditions, compensation costs are recorded bas#uechigher estimated grant-date fair value fahegesting tranche and factored for the
estimated probability of achieving the performagoals. For each stock option grant and restridiecksaward with vesting based on a
combination of performance or market conditions reheesting will occur if either condition is meletrelated compensation costs are
recognized over the shorter of the derived sempé@@d or implicit service period.

Information with respect to options granted undestack option plans for the year ended Decemlie2813 was as follows:

Weighted-  Aggregate

Weighted- Average Intrinsic
Average  Remaining Value
Time-Based Performance- Exercise  Contractual (in
Shares Based Shares  Total Shares Price Term (years) thousands)
Options outstanding at January 1, 2013 4,099,14. 1,300,15! 5,399,29 $17.68
Granted 208,00( 1,088,001 1,296,001 $7.85
Exercised — — — $—
Forfeited or canceled (1,069,22) (899,65 (1,968,88) $19.60
Options outstanding at December 31, 2013 3,237,91! 1,488,50! 4,726,41° $14.18 3.67 $411
Options vested at December 31, 2013 or expectedstd 4,626,32° $14.24 3.66 $402
Options exercisable at December 31, 2013 2,488,27. $17.36 2.44 $31

The performancd&ased stock options outstanding at December 31 &dllvest either upon the earlier of certain peniance conditions beir
met or upon the Company'’s stock price reachingageemounts as defined in the agreements, or sopein the achievement of a performance
condition. The performance conditions are basechuipe achievement of specified return on equity or
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operating margins, and the options are probablesting as of December 31, 2013. The stock optioowever, will not become exercisable
until the Company’s Board votes that the estabtigherformance conditions have been met. As of Deeer81, 2013, none of these
performance-based options are exercisable.

The following table sets forth the weighted-averkgg assumptions and fair value results for stqatioas granted during the years ended
December 31, 2013, 2012 and 2011 (Restated):

Year Ended December 31,

2011
2013 2012 (Restated)
Expected dividend yield 0.00% 0.00% 0.00%
Risk-free interest rate 0.87% 0.94% 2.03%
Expected volatility 50.1% 52.8% 41.4%
Expected life (in years) 4.68 4.56 4.48
Weighted-average fair value of options granted §bare) $3.33 $4.89 $7.54

During the years ended December 31, 2013 and 20i2cash received from and the aggregate intriradige of stock options exercised was
not material. The aggregate intrinsic value of stogtions exercised during the year ended Dece®be?2011 (Restated) was approximately
$1.1 million , and the cash received from such @ges was approximately $2.2 million . The Compadiaynot realize a material tax benefit
from the tax deductions for stock option exercidesng the years ended December 31, 2013, 20221t (Restated).

The fair value of restricted stock unit awards withe-based vesting is based on the intrinsic vafuee awards at the date of grant.

Information with respect to non-vested restrictixtls units for the year ended December 31, 2013asdsllows:

Non-Vested Restricted Stock Units

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Time-Based Performance- Grant-Date  Contractual Value
Shares Based Shares Total Shares Fair Value Term (years) (in thousands)
Non-vested at January 1, 2013 261,40t 401,75( 663,15¢ $15.73
Granted 175,00( 10,00(¢ 185,00t $7.84
Vested (155,28¢) — (155,28f) $14.04
Forfeited (75,88°) (294,25() (370,13) $16.36
Non-vested at December 31, 2013 205,23 117,50( 322,73 $11.30 3.91 $2,627
Expected to vest 297,757 $11.53 4.07 $2,424

The performance-based restricted stock units mudstg at December 31, 2013 will vest either upanehrlier of certain performance
conditions being met or upon the Company’s sto@kepreaching certain amounts as defined in theesgeats, or solely upon the achievement
of a performance condition. The performance coodgiare based upon the achievement of specifiathreh equity or operating margins, and
the restricted stock units are probable of vestimgf December 31, 2013. The restricted stock umitwever, will not become exercisable until
the Company'’s Board votes that the establishedpagnce conditions have been met. As of Decembe2(®13, none of these performance-
based restricted stock units are vested.

The following table sets forth the weighted-averkgg assumptions for restricted stock units withtigy based on market conditions or a
combination of performance or market conditionsggd during the year ended December 31, 2011 (Re$td here were no grants of
restricted stock units with vesting based on matcketitions or a combination of performance or readonditions during the years ended
December 31, 2013 and 2012 .
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Year Ended
December 31, 2011

(Restated)
Expected dividend yield 0.00%
Risk-free interest rate 3.90%
Expected volatility 41.5%
Expected life (in years) 3.04

The weighted-average grant date fair value ofitstt stock units granted during the years endezkBéer 31, 2012 and 2011 (Restated) wa:
$10.95 and $21.36 , respectively. The total falne@af restricted stock units vested during theeyemded December 31, 2013, 2012, and
2011 (Restated) was $1.1 million , $2.3 milliomda4.2 million , respectively.

Employee Stock Purchase Ple

The Company’s Second Amended and Restated 1996oe®Btock Purchase Plan (the “ESPP”) offers thagamy’s shares for purchase at
a price equal to 85% of the closing price on thaliapble offering period termination date. Shasssied under the ESPP are considered
compensatory. Accordingly, the Company is requtcecheasure fair value and record compensation esepfem share purchase rights granted
under the ESPP. The Company last issued shares tinedeéSPP on January 31, 2013. On March 8, 2Qdt8cipation in the ESPP was
suspended as a result of the restatement of thep@uyts financial statements and its delays in foi@reporting.

The Company uses the Black-Scholes option pricingehto calculate the fair value of shares issustbuthe ESPP. The Bla@eholes mode
relies on a number of key assumptions to calc@atienated fair values. The following table setsifahe weighted-average key assumptions
and fair value results for shares issued undeE®RP during the years ended December 31, 2012,&012011 (Restated):

Year Ended December 31,

2011
2013 2012 (Restated)
Expected dividend yield 0.00% 0.00% 0.00%
Risk-free interest rate 0.09% 0.08% 0.24%
Expected volatility 51.0% 51.5% 47.2%
Expected life (in years) 0.25 0.25 0.25
Weighted-average fair value of shares issued (paes$ $1.00 $1.30 $1.88

The following table sets forth the quantities amdrage prices of shares issued under the ESPRegetars ended December 31, 2013, 2012
and 2011 (Restated):

Year Ended December 31,

2011
2013 2012 (Restated)
Shares issued under the ESPP 27,936 142,658 124,219
Average price of shares issued $6.29 $6.96 $9.71

A total of 441,913 shares remained available femasice under the ESPP at December 31, 2013 .
Stock-Based Compensation Expense

The Company estimates forfeiture rates at the &imnards are made based on historical and estimatie fturnover rates and applies these
rates in the calculation of estimated compensatast. The estimation of forfeiture rates includegiarterly review of historical turnover rates
and an update of the estimated forfeiture ratdetapplied to employee classes for the calculatf@tockbased compensation. Forfeiture re
for the calculation of stock-based compensatiorevestimated and applied based on three classegmployee directors, executive
management staff and other employees. At Decenthe2®.3 and 2012 , the Company’s
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annualized estimated forfeiture rates were 0% for-employee director awards, 10% for executive rgameent staff and 15% for other
employee awards. Then-current estimated forfeitates are applied quarterly to all outstandinglstations and non-vested restricted stock
awards, which may result in a revised estimateoaimensation costs related to these stock-basetsgran

Stock-based compensation was included in the fatigwaptions in the Company’s consolidated statesefhoperations for the years ended
December 31, 2013, 2012 and 2011 (Restated),ctagplg (in thousands):

Year Ended December 31,

2011
2013 2012 (Restated)
Cost of products revenues $ 36C $ 41C % 487
Cost of services revenues 43€ 582 714
Research and development expenses 582 98¢ 1,63¢
Marketing and selling expenses 1,77¢ 3,75¢ 4,30¢
General and administrative expenses 3,761 5,70(C 5,46¢
Total $ 6,917 $ 11,43:  $ 12,60¢

Included in stock-based compensation expense éoyehrs ended December 31, 2013, 2012 , and R¥ktgted) was compensation related t
performance-based stock options and restrictedk stoits totaling $0.9 million , $2.7 million and $2million , respectively, for awards that are
probable of vesting.

As a result of the 2012 restructuring plan, thaimgsof 121,875 stock option shares and 33,438icéstl stock unit shares were accelerated ac
set forth in the employment agreements for twdef€ompany’s former executives, resulting in $1ilion in additional stock-based
compensation recorded as marketing and sellingresepduring the year ended December 31, 2012. Siyites a result of our 2013
management transition, the vesting of 303,229 station shares and 72,267 restricted stock uniteshaere accelerated as set forth in the
employment agreements for four of the Company’'mfarexecutives, resulting in $2.2 million in adoiital stockbased compensation recorc
primarily as general and administrative expenséduhe first quarter of the year ended Decembe813.

At December 31, 2013, there was $6.8 million ¢éltanrecognized compensation cost, before fonfesturelated to non-vested stock-based
compensation awards granted under the Companyk-stased compensation plans. The Company expeéstartiount to be amortized
approximately as follows: $4.5 million in 2014 ,.6illion in 2015 and $0.7 million in 2016 . At Pember 31, 2013 , the weighted-average
recognition period of the unrecognized compensatast was approximately 1.05 years .

If factors change and the Company employs diffeassumptions to estimate stock-based compensagpemse in future periods, including
changes in the probability of achieving performaoaeditions, or the Company decides to use a e@iffevaluation model, the stock-based
compensation expense recognized in future periadsdiifer significantly from what has been recordedhe current period and could
materially affect the Company’s operating incoma,income and earnings per share. It may alsotriesallack of comparability with other
companies that use different models, methods asuhgstions.

N. EMPLOYEE BENEFIT PLANS
Employee Benefit Plan

The Company has a defined contribution employeefitgquian under Section 401(k) of the U.S. InterRalvenue Code of 1986, as amended
(the “Internal Revenue Code”) covering substantiall U.S. employees. The 401(k) plan allows empks/to make contributions up to a
specified percentage of their compensation. The @2my may, upon resolution by the Company’s boardirefctors, make discretionary
contributions to the plan. The Company’s contribosi to the plan totaled $2.2 million , $2.5 milliand $2.9 million in 2013 , 2012 and 2011
(Restated), respectively.

In addition, the Company has various retirement@ostemployment plans covering certain international leyges. Certain of the plans alls

the Company to match employee contributions upspezified percentage as defined by the plans Cidmpany’s contributions to these plans
totaled $1.2 million , $1.4 million and $1.4 million 2013 , 2012 and 2011 (Restated), respectively.
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Deferred Compensation Plar

The Company’s board of directors has approved gumalified deferred compensation plan (the “Deferéeh”). The Deferred Plan covers
senior management and members of the Board. Thepptevides for a trugb which participants can contribute varying petagas or amoun
of eligible compensation for deferred payment. Réyare generally made upon termination of employméth the Company. The benefits
payable under the Deferred Plan represent an uatliadd unsecured contractual obligation of the Gomio pay the value of the deferred
compensation in the future, adjusted to reflecttbst’'s investment performance. The assets ofrtigt, as well as the corresponding
obligations, were approximately $1.3 million andfnillion at December 31, 2013 and 2012 , respelsti and were recorded in “other
current assets” and “accrued compensation and it€netf those dates. In November 2013, the Boatdrdened not to offer senior
management or the members of the Board the opptyrtiorparticipate in the Deferred Plan in 2014 dwu¢he restatement of the Company’'s
financial statements and its delays in financigbréng.

In connection with the acquisition of a busines&0i0, the Company assumed the assets and liebitifia deferred compensation arranget
for a single individual in Germany. The arrangenreptresents a contractual obligation of the Comgarpay a fixed euro amount for a period
specified in the contract. At December 31, 2013202 , the Company’s assets and liabilities rdlédethe arrangement consisted of assets
recorded in “other long-term assets” of $0.6 millfor each year, representing the value of relategrance contracts, and liabilities recorded
as long-term liabilities of $3.9 million for eackar, representing the actuarial present valueeégtimated benefits to be paid under the
contract.

O. INCOME TAXES

Income from continuing operations before incomesaand the components of the income tax provisimisisted of the following for the years
ended December 31, 2013, 2012 and 2011 (Rest@etipusands):

Year Ended December 31,

2011
2013 2012 (Restated)
Income (loss) from continuing operations beforeme taxes:
United States $ (16,419 $ 19,19¢ $ 121,63:
Foreign 40,50¢ 31,93¢ 41 ,46:
Total income from continuing operations before imeotaxes $ 24,09: $ 51,13¢ $ 163,09t
Provision for (benefit from) income taxes:
Current tax expense (benefit):
Federal $ (104 $ (750 $ 40€
State 114 10z 48
Foreign benefit of net operating losses (170) (159) (629
Other foreign 2,36¢ 5,25] 2,80¢
Total current tax expense 2,20¢ 4,44¢ 2,62¢
Deferred tax expense (benefit):
Other foreign 73C (400) (1,999
Total deferred tax expense (benefit) 73C (400 (1,999
Total provision for income taxes $ 293¢ § 4,04¢ § 63<

The cumulative amount of undistributed earningbagign subsidiaries, which is intended to be ind&dfly reinvested and for which U.S.
income taxes have not been provided, totaled ajppairly $35 million at December 31, 2013 . The Campdoes not have any plans to
repatriate these earnings because the underlysigwsil be used to fund the ongoing operationdhefforeign subsidiaries. The additional te
that might be payable upon repatriation of foreggnnings are not significant.
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Net deferred tax assets (liabilities) consistetheffollowing aiDecember 31, 2013 and 2012 (in thousands):

December 31,

2013 2012
Deferred tax assets:
Tax credit and net operating loss carryforwards $ 244.37¢ % 217,54¢
Allowances for bad debts 277 1,01(
Difference in accounting for:
Revenues 98,83¢ 116,72!
Costs and expenses 29,78¢ 33,06¢
Inventories 9,20¢ 9,77¢
Acquired intangible assets 17,72¢ 24,09(
Gross deferred tax assets 400,21 402,21-
Valuation allowance (396,14)) (395,64Y)
Deferred tax assets after valuation allowance 4,07( 6,56¢
Deferred tax liabilities:
Difference in accounting for:
Revenues — (2,959
Costs and expenses (1,712) (629)
Acquired intangible assets — (492)
Gross deferred tax liabilities (1,717) (4,079
Net deferred tax assets $ 2,35¢ % 2,49t
Recorded as:
Current deferred tax assets, net 52z 58€
Long-term deferred tax assets, net 2,41t 2,82t
Current deferred tax liabilities, net ()] (203)
Long-term deferred tax liabilities, net (56%) (719)
Net deferred tax assets $ 2,35¢ § 2,49t

Deferred tax assets and liabilities reflect thetarteffects of the tax credits and net operatirsg Icarryforwards and the temporary differences
between the carrying amounts of assets and li@silior financial reporting purposes and the am®used for income tax purposes. The
ultimate realization of the net deferred tax assetiependent upon the generation of sufficientriutaxable income in the applicable tax
jurisdictions. Based on the level of the defer@edadssets iDecember 31, 2013 and 2012 and the level of histbti.S. losses, management
has determined that the uncertainty regardingehbzation of these assets warranted a full vadnadilowance at December 31, 2013 and
2012 . The change in the valuation allowance tdt&@5 million and $(35.3) million and $(29.6) rah for the years ended December 31,
2013, 2012 and 2011 , respectively.

For U.S. federal and state income tax purposeseatimber 31, 2013, the Company had tax credit foavwgards of $48.1 million , which will
expire between 2016 and 2033, and net operatisgcksyforwards of $573.6 million , which will expibetween 2019 and 2033. The federal
net operating loss and tax credit amounts are sutgj@annual limitations under Section 382 chanfgasmership rules of the Internal Revenue
Code. The Company completed an assessment at Dec8mh2013 regarding whether there may have b&w=cton 382 ownership change
and concluded that it is more likely than not thame of the Company’s net operating loss and tadicamounts are subject to any Section 38
limitation.

Additionally, the Company has foreign net operatwgs carryforwards of $41.4 million and tax cregditryforwards of $3.9 million that begin

to expire in 2019. The Company has determined tisanacertainty regarding the realization of a jporbf these assets and has recorded a
valuation allowance against $36.5 million of neergiing losses and $3.9 million of tax credits at@mber 31, 2013 .
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The Company’s assessment of the valuation allowandbe U.S. and foreign deferred tax assets athddge in the future based on its levels
of pre-tax income and other tax related adjustmdasnoval of the valuation allowance in whole opart would result in a nocash reductio
in income tax expense during the period of removal.

Excluded from the above deferred tax schedule aeBer 31, 2013 are tax assets totaling $33.0amitkesulting from the exercise of
employee stock options, because recognition okthssets will occur upon utilization of these defétax assets to reduce taxes payable and
will result in a credit to additional paid-in caglitvithin stockholders’ equity rather than the psion for income taxes.

The following table sets forth a reconciliationtbé Company’s income tax provision (benefit) to sketutory U.S. federal tax rate for the year:
ended December 31, 2013, 2012 and 2011 (Restated):

Year Ended December 31,

2011
2013 2012 (Restated)
Statutory rate 35.C% 35.C% 35.C%
Tax credits (6.2% (1.2% (0.6)%
Foreign operations (43.9% (12.0% (8.8%
Non-deductible expenses and other 2.1% 1.4% 0.2%
Increase (decrease) in valuation allowance 25.1% (14.6% (26.0)%
Effective tax rate 12.2% 71.8% 0.4%

A tax position must be more likely than not to bhistained before being recognized in the finandatkments. It also requires the accrual of
interest and penalties as applicable on unrecodrn@epositions. The Company is disclosing unrecgghtax benefits primarily related to the
foreign tax implications of the restatement adjwestis. The unrecognized tax benefits did not haviemgact on the effective tax rate because
the Company maintains a full valuation allowancdtmnrelated loss carryforwards. At December 3112Restated), the Company’s
unrecognized tax benefits and related accruedestand penalties totaled $20.2 million , of wh€h9 million would affect the Company’s
income tax provision and effective tax rate if rgieized. At December 31, 2012 , the Company’s urgeized tax benefits and related accrued
interest and penalties totaled $22.6 million , diak $0.9 million would affect the Company’s effigettax rate if recognized. At December 31,
2013, the Company’s unrecognized tax benefitsratated accrued interest and penalties totaledr$ddlion , of which $0.8 million would
affect the Companyg'income tax provision and effective tax rate dfagnized. The foreign tax authorities are awartefuncertain tax positit
related to the restatement adjustments and the @ayrigelieves that it is reasonably possible thafdneign tax authorities will conclude on
this matter by December 31, 2014 resulting in aetese of up to $23.9 million in unrecognized tardjis and a change in deferred tax asset:
that carry a full valuation allowance.

The following table sets forth a reconciliationtbé beginning and ending amounts of unrecognizeti¢acefits, excluding the impact of intel
and penalties, for the years ended December 3B 22012 and 2011 (Restated) (in thousands):

Unrecognized tax benefits at January 1, 2011 (fRehta $ 18,42¢
Increases for tax positions taken during a prisiopke 3,05¢
Decreases related to settlements (900
Decreases related to the lapse of applicable eatitlimitations (400

Unrecognized tax benefits at December 31, 201 1t&Ra 20,18(
Increases for tax positions taken during a prisiogke 3,19¢
Decreases related to the lapse of applicable estitlimitations (749

Unrecognized tax benefits at December 31, 2012 22,62¢
Increases for tax positions taken during a prisioge 2,20¢
Decreases related to the lapse of applicable etatitlimitations (10%)

Unrecognized tax benefits at December 31, 2013 $ 24,72

The Company recognizes interest and penaltieserbtatuncertain tax positions in income tax expeAserued interest and penalties relate
uncertain tax positions at December 31, 2013 ad@ 2¢re not material.
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The tax years 2006 through 2013 remain open to Exdion by taxing authorities in the jurisdictiomswhich the Company operates.

On September 13, 2013, the U.S. Treasury Departrarased final income tax regulations on the dedin@nd capitalization of expenditures
related to tangible property. These final regulaiapply to tax years beginning on or after Jantia®014. The tangible property regulations
will require the Company to make tax accountinghmdtchanges as of January 1, 2014; however, marageloes not anticipate the impac
these changes to be material to the Company’s tidated financial position or results of operations

P. RESTRUCTURING COSTS AND ACCRUALS
2013 Restructuring Actions

In June 2013, the Company’s leadership evaluateddrketing and selling teams and, in an effobetber align sales resources with the
Company’s strategic goals and enhance its glolzaiuadt team approach, eliminated 31 positions. Assalt, the Company recognized related
restructuring costs of $1.7 million in 2013.

During November and December 2013, the Companyésugive management team identified opportunitidewer costs in the supply and
hardware technology group by eliminating 29 posgiin hardware shared services and 15 positiotigisupply and technology group.
Additionally, an engineering reorganization at tlaene time resulted in the elimination of four eegirng positions. As a result, the Company
recognized $1.7 million of related restructuringtsoin November and December 2013.

2012 Restructuring Plan

In June 2012, the Company committed to a serisgrafegic actions (the “2012 Plan”) to focus orBitsadcast and Media market and Video
and Audio Post and Professional market and to dniygoved operating performance. These actionsiied the divestiture of certain of the
Company'’s consumer-focused product lines, a raliatéon of the business operations and a redudtidarce. Actions under the plan
included the elimination of approximately 280 piosis in June 2012, the abandonment of one of thep@ay'’s facilities in Burlington,
Massachusetts and the partial abandonment oftfasiln Mountain View and Daly City, California, Beptember 2012. During 2012, the
Company recorded restructuring charges of $13.Bomitelated to severance costs and $8.6 milliartHe closure or partial closure of
facilities, which included non-cash amounts of $hillion for fixed asset write-offs and $1.0 millidor deferred rent liability writ@ffs during
2012.

During 2013, the Company recorded $0.1 millionddidional severance costs and revisions totaling #dillion resulting from sublease
assumption changes and other costs related td#redaned facilities under the 2012 Plan. The Compgabstantially completed all actions
under the 2012 Plan prior to December 31, 2012.

2011 Restructuring Plan

In October 2011, the Company committed to a regiring plan (the “2011 Plan”) intended to improyeecational efficiencies. Actions under
the 2011 Plan included the elimination of approxeha210 positions and the closure of the Compsaiffgtility in Irwindale, California. Durin
2011, the Company recorded $8.9 million relateseteerance costs and $0.2 million related to theuctof the Irwindale facility. During
2012, the Company recorded restructuring recovefi€.3 million as a result of revised severarstéreates. There is no remaining accrual
balance related to this plan at December 31, 2@18 ho further restructuring actions are antiegigainder this plan.

2010 Restructuring Plans

In December 2010, the Company initiated a worldwektructuring plan (the “2010 Plan”) designed éttér align financial and human
resources in accordance with its strategic pldhsing 2011, the Company recorded restructuringeasp recoveries of $3.2 million as a resul
of revised severance estimates, as well as $0libmih additional costs related to the closuredécility in Germany. During 2012, the
Company recorded revisions totaling $0.7 millioraagsult of sublease assumption changes for ti@lpgbandonment of a facility in Daly
City, California, under the 2010 Plan. The remagréccrual balance of $0.5 million at December 31,is related to the closure of part of the
Company'’s Daly City, California facility. No furtheestructuring actions are anticipated under phas.
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2008 Restructuring Plans

In October 2008, the Company initiated a compangewestructuring plan (the “2008 Plan”). During 20the Company recorded revisions
totaling $1.8 million as a result of sublease agstion changes for the partial abandonment of difiaan Daly City, California, under the 2008
Plan. The remaining accrual balance of $2.2 milabDecember 31, 2013 is related to the closupadfof the Company’s Daly City,
California and Dublin, Ireland facilities. No fughrestructuring actions are anticipated underplas.

Restructuring Summary

The following table sets forth the activity in thestructuring accruals for the years ended DeceBibe2013 , 2012 and 2011 (Restated) (in
thousands):

Non-Acquisition-Related Acquisition-Related
Restructuring Restructuring
Liabilities Liabilities
Facilities-
Employee- Related Employee- Facilities-
Related & Other Related Related Total
Accrual balance at January 1, 2011 (Restated) $ 11,19« $ 9,15C $ 20z % 826 $ 21,37:
New restructuring charges — operating expenses 9,87: 99¢ — 12t 10,99¢
Revisions of estimated liabilities (4,15%) (251) (30) (23 (4,462)
Accretion — 22¢€ — 9 23t
Cash payments for employee-related charges (13,209 — (17¢) — (13,387
Cash payments for facilities — (3,399 — (42%) (3,819
Non-cash write-offs — (200) — (12¢€) (32€)
Foreign exchange impact on ending balance 34t (68) 6 2 28t
Accrual balance at December 31, 2011 (Restated) 4,04~ 6,461 — 39C 10,89¢
New restructuring charges — operating expenses 14,75 8,081 — — 22,83:
Revisions of estimated liabilities (841) 2,22¢ — 61¢ 2,00¢
Accretion — 382 — 22 404
Cash payments for employee-related charges (14,087 — — — (14,087
Cash payments for facilities — (4,899 — (43%) (5,329
Non-cash write-offs — (1,459 — — (1,459
Foreign exchange impact on ending balance 42~ 37 — — 462
Accrual balance at December 31, 2012 4,29¢ 10,83¢ — 59t 15,73:
New restructuring charges — operating expenses 3,53¢ — — 3,53¢
Revisions of estimated liabilities 5C 2,06( — (279 1,831
Accretion — 58€ — 26 61z
Cash payments for employee-related charges (5,469) — — — (5,469
Cash payments for facilities — (7,399 — (342) (7,736
Non-cash write-offs — — — — —
Foreign exchange impact on ending balance (19 12 — — (7
Accrual balance at December 31, 2013 $ 239 §$ 610: $ —  § — § 38501

The employee-related accruals at December 31, 2042012 represent severance and outplacementadstener employees that will be
paid out during the year ended December 31, 20idlaee, therefore, included in the caption “accregenses and other current liabilities” in
the Company’s consolidated balance sheet at Deae3db@013 and 2012 .

The facilities-related accruals at December 31328id 2012 represent contractual lease paymeritsf astimated sublease income, on space
vacated as part of the Company’s restructuringastiThe leases, and payments against the amaanted, extend through 2021 unless the
Company is able to negotiate earlier terminati@fshe total facilities-related accruals, $3.8 il was
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included in the caption “accrued expenses and atingent liabilities” and $2.3 million was includédthe caption “other long-term liabilities”
in the Company’s consolidated balance sheet atibleee31, 2013 . At December 31, 2012 , $6.3 millias included in the caption “accrued
expenses and other current liabilities” and $5.lioniwas included in the caption “other long-teliabilities.”

Q. SEGMENT INFORMATION

The Company provides digital media conterdgation products and solutions for film, videogimuand broadcast professionals, as well as a
and musicians, which the Company classifies astypes, video and audio. The Company also classifiets maintenance, professional
services and training revenues as services reve@pesating segments are defined as components erfitarprise about which separate
financial information is available that is evaluhtegularly by the chief operating decision makedéciding how to allocate resources and in
assessing performance. The Comparmyaluation of the discrete financial informattbat is regularly reviewed by the chief operatimgidion
makers determined that in 2013 , 2012 and 201Cdmpany had only one operating segment. Specificilé Company does not internally
measure profitability based upon video, audio,epvise revenue.

The Company'’s video products include hardware afitvare solutions designed to improve the prodiitytiof video and film editors and
broadcasters by enabling them to edit video, filrd sound; manage media assets; and automate weskfRrofessional video creative
software and hardware products include the Media@ser product line used to edit television prograrommercials and films; the
NewsCutter and Instinct editors designed for nergslpction; and Avid Symphony Nitris DX and Avid D8hich are used during pc
production. Video products also include Avid ISt&red storage and Interplay workflow solutions fralvide complete network, storage and
database solutions based on the Company’s AvidyUhidiaNetwork technology and enable users to ganebusly share and manage media
assets throughout a project or organization.

The Company’s audio products include digital austifiware and workstation solutions, control suréadiee sound systems and notation
software that provide music creation; audio reaaydediting, and mixing; and live performance solus. Audio products include Pro Tools
digital audio software and workstation solutiongdoilitate the audio production process, includingsic and sound creation, recording,
editing, signal processing, integrated surroundmgizand mastering, and reference video playbackidproducts also include the ICON
(Integrated Console System) systems, includind#@ontrol and D-Command control surfaces, the VENE-sound mixing consoles and
Sibelius-branded notation software.

The Company’s services revenues are primarily édrfvom the sale of maintenance contracts and gsifeal service and the recognition of
revenues for Implied Maintenance Release PCS. Tmep@ny provides online and telephone support acessao software upgrades for
customers whose products are under warranty ored®/ a maintenance contract. The Company’s psiafieal services team provides
installation, integration, planning, consulting @raining services.

The following is a summary of the Company’s revenftem continuing operations by type for the yesrded December 31, 2013, 2012 and
2011 (Restated) (in thousands):

Year Ended December 31,

2011
2013 2012 (Restated)
Video products and solutions net revenues $ 24317 $ 276,90¢ $ 298,63:
Audio products and solutions net revenues 152,35t 201,92: 362,08
Products and solutions net revenues 395,53: 478,83( 660,72
Services net revenues 167,88: 156,87: 106,16!
Total net revenues $ 563,41 $ 635,70 $ 766,88!
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The following table sets forth the Company’s revemnfrom continuing operations by geographic red@orihe years ended December 31,
2013, 2012 and 2011 (Restated) (in thousands):

Year Ended December 31,

2011
2013 2012 (Restated)

Revenues:

United States $ 218,15 $ 249,36: $ 316,55:

Other Americas 43,13: 47,817 62,16:

Europe, Middle East and Africa 214,44: 245,18¢ 267,67¢

Asia-Pacific 87,68t 93,33 120,49:.
Total net revenues $ 563,41: $ 635,70 $ 766,88!

The following table presents the Company’s longdivassets, excluding intangible assets, by geograpbecember 31, 2013 and 2012 (in
thousands):

December 31,

2013 2012
Long-lived assets:
United States $ 33,19: $ 39,94¢
Other countries 4,38t 5,28¢
Total long-lived assets $ 37,57¢  $ 45,23¢

R. CREDIT AGREEMENT

On October 1, 2010, Avid Technology, Inc. and dertd its subsidiaries (the “Borrowers”) enteretbia credit agreement with Wells Fargo
that established two revolving credit facilitiestlwcombined maximum availability of up to $60 nuhi for borrowings and letter of credit
guarantees (the “Credit Agreement”). The actual@amof credit available to the Borrowers will vadgpending upon changes in the level of
the respective accounts receivable and inventoyjssubject to other terms and conditions thatnaore specifically described in the Credit
Agreement. On August 29, 2014, the Company enietecan amendment to its Credit Agreement with &/Ekrgo that extended the maturity
date for the credit facilities from October 1, 2@d40ctober 1, 2015.

The amended Credit Agreement contains customargseptations and warranties, covenants, mandatepapments, and events of default
under which the Borrowers’ payment obligations rhayaccelerated, including guarantees and liensibostantially all of the Borrowers’ assets
to secure their obligations under the Credit AgreemThe Credit Agreement prohibits the Companynfdeclaring or paying any cash
dividends. The Credit Agreement requires that AMgthnology, Inc. (“Avid Technology”) maintain licdity (comprised of unused availability
under its portion of the credit facilities plus t@@n unrestricted cash and cash equivalents) of0®hilion, at least $5.0 million of which must
be from unused availability under its portion of ttredit facilities. The Amendment further limitetCompany’s ability to access borrowings
under the credit facilities if EBITDA (as definad the Amendment) of $33.8 million is not achievedthe year ending December 31, 2014, ol
capital expenditures (as defined in the Amendmextged $16.0 million for the year ending Decemider2814. In addition, its subsidiary,
Avid Technology International B.V. (“Avid Europe”s required to maintain liquidity (comprised ofused availability under Avid Europe's
portion of the credit facilities plus certain urntreted cash and cash equivalents) of $5.0 millaireast $2.5 million of which must be from
unused availability under Avid Europe's portiortteé credit facilities. Interest accrues on outsiagdborrowings under the credit facilities at a
rate of either LIBOR plus 2.75% or a base rated@dmed in the Credit Agreement) plus 1.75%, atdpgon of Avid Technology or Avid
Europe, as applicable. The Borrowers must alsd/gelys Fargo a monthly unused line fee at a rat@.8@25% per annum. Any borrowings
under the Credit Agreement are secured by a liesubstantially all the Borrowers’ assets.

The Company incurs certain loan fees and costsmded with its credit facilities. Such costs aapitalized as deferred borrowing costs and
amortized as interest expense on a straight-liseslmver the term of the Credit Agreement. At DelsenB1, 2013, the balance of the
Company'’s deferred borrowing costs was $0.2 millioet of accumulated amortization of $1.0 millieend at December 31, 2012 , the
balance of the deferred borrowing costs was $0lfomi, net of accumulated amortization of $0.7Iroi .
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During the first quarter of 2012, Avid Technologyriowed $1.0 million against the credit facilitissmeet certain short-term cash
requirements, all of which was repaid during thistfjuarter of 2012. During the third quarter o12pAvid Technology and Avid Europe
borrowed and repaid $10.0 million and $3.0 millimespectively, against the credit facilities, panity to facilitate the settlement of certain
intercompany balances and payment of intercompasngeahds. At December 31, 2013\vid Technology and Avid Europe had letters afdit
guaranteed under the credit facilities of $3.4iprlland $1.7 million , respectively. At December 3213 , Avid Technology and Avid Europe
had available borrowings under the credit facsitig approximately $18.4 million and $15.5 milliprespectively, after taking into
consideration the outstanding letters of credit mmated liquidity covenant.

Other than letters of credit guaranteed under teditcfacilities, the Company had no outstandingdeings under the credit facilities at
December 31, 2013 and 2012 .

At July 31, 2014, the Company had outstanding lairrgs of $10.0 million under the Credit Agreemearid the remaining availability totaled
$15.6 million .
S. QUARTERLY RESULTS (UNAUDITED)

The following information has been derived from udided consolidated financial statements thath@dpinion of management, include all
normal recurring adjustments necessary for a faisgntation of such information.

Quarter Ended

(In thousands, except per share data) 2013 2012
Sept. 30 June 30 Mar. 31
Dec. 31 Sept. 30 June 30 Mar. 31 Dec. 31 (Restated) (Restated) (Restated)

Net revenues $147,10: $138,89: $141,34! $ 136,07: $ 160,46 $ 150,60 $ 165,47t $ 159,15:
Cost of revenues 59,80: 56,05¢ 54,29: 52,29: 64,21( 55,01¢ 67,31: 59,89:
Amortization of intangible assets 15€ 15€ 501 651 64¢€ 634 644 65(C
Gross profit 87,14« 82,68( 86,55( 83,12¢ 95,61 94,95« 97,52( 98,60¢
Operating expenses:

Research and development 24,55¢ 23,23¢ 23,84° 23,60° 22,95 23,20 26,26: 26,46(

Marketing and selling 34,56¢ 31,51: 33,90¢ 33,90¢ 35,38t 33,94: 42,28: 41,87:

General and administrative 23,13t 22,71¢ 16,13: 15,59 13,46: 10,90t 13,35 14,34¢

Amortization of intangible assets 667 66C 65¢€ 663 [(58 782 1,10€ 1,611

Restructuring costs, net 2,491 68¢€ 1,91¢ 27: 12¢ 9,831 14,43: 444

Total operating expenses 85,41t 78,81« 76,45’ 74,04¢ 72,67¢ 78,66¢ 97,437 84,73
Operating Income 1,72¢ 3,86¢€ 10,09: 9,08( 22,93« 16,28¢ 83 13,87
Other income (expense), net 19z (363) (247) (25¢) (1,150) (31¢) (379 (199
Income (loss) from continuing operations before iname

taxes 1,921 3,50¢ 9,84¢ 8,82: 21,78¢ 15,97( (29€) 13,67¢
Provision for (benefit from) income taxes, net 792 921 66¢ 557 1,11¢ 1,19¢ (93€) 2,672
Income from continuing operations 1,12¢ 2,582 9,17 8,26¢ 20,66! 14,77¢ 64C 11,00¢
Discontinued operations:

Gain on divestiture of consumer business — — — — — 37,97: — —

Income from divested operations = = = — — — 2,77¢ 5,05¢
Income from discontinued operations — — — — — 37,97: 2,77¢ 5,05¢
Net income $ 1,12¢ $ 258 $ 9177 $ 826f $ 2066 $ 52,74¢ $ 3,41 $ 16,06¢
Income per share — basic:
Income per share from continuing operations — basic $ 00z $ 0.07 $ 0.2 $ 021 $ 0.5¢ $ 03 $ 00z $ 0.2¢
Income per share from discontinued operations i€ebas 0.0C 0.0C 0.0C 0.0C 0.0C 0.9¢ 0.07 0.1z
Net income per share — basic $ 00 $ 0.07 $ 0.2 $ 021 $ 05¢ $ 13¢ $ 00 $ 04z
Income per share — diluted:
Income per share from continuing operations — eédut $ 00z $ 0.07 $ 0.2: $ 0.21 $ 0.5¢ $ 03 $ 00z $ 0.2¢
Income per share from discontinued operationsutetil 0.0C 0.0C 0.0C 0.0C 0.0C 0.9¢ 0.07 0.1z
Net income per share — diluted $ 00z $ 0.07 $ 0.2: $ 021 $ 058 $ 13¢ $ 00 $ 041
Weighted-average common shares outstanding — basic 39,08( 39,07 39,04( 38,97° 38,91¢ 38,85¢ 38,77¢ 38,66:
Weighted-average common shares outstanding —dilute 39,11 39,07¢ 39,06¢ 39,03 38,937 38,89( 38,79¢ 38,72:
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

Not applicable

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedur

Our management, with the participation and supemvief our Chief Executive Officer and Chief FinaalOfficer, is responsible for our
disclosure controls and procedures pursuant tosRiBa-15(e) and 15d-15(e) under the Exchange Astld3ure controls and procedures are
controls and other procedures that are designedsuore that information required to be disclosealinreports filed or submitted under the
Exchange Act is recorded, processed, summarizedegumated, within the time periods specified un8EC rules and forms. Disclosure
controls and procedures include controls and praresddesigned to ensure that information requivdukbtdisclosed in our reports filed under
the Exchange Act is accumulated and communicatedt@rincipal executive officer and our princifiaiancial officer, as appropriate, to
allow timely decisions regarding required discl@sur

Our management, including the Chief Executive @ffiand the Chief Financial Officer, carried outesaluation of the effectiveness of our
disclosure controls and procedures as of Decenthe2@®.3. Based on this evaluation, our managenwriuded that as of December 31, 2
these disclosure controls and procedures wereffaatige at the reasonable assurance level asudt tdshe material weaknesses in our inte
control over financial reporting, which are desedtbelow. As discussed below, our internal cordv@r financial reporting is an integral part
of our disclosure controls and procedures.

Management's Annual Report on Internal Control ové&iinancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over ourriitial reporting, as defined in Rule 13a-1-
() under the Exchange Act. Internal control oviaahcial reporting is a process designed by, oeuttte supervision of, the Company's
principal executive and principal financial offiseor persons performing similar functions, aneetd by the Company's board of directors,
management, and other personnel, to provide rebkoaasurance regarding the reliability of finahoéporting and the preparation of financ
statements for external purposes in accordanceagitbunting principles generally accepted in théddnStates of America (“GAAP”) and
includes those policies and procedures that:

(1) Pertain to the maintenance of records thag&sonable detail, accurately and fairly refleettransactions and dispositions of the
assets of the Company;

(2) Provide reasonable assurance that transactiome@mrled as necessary to permit preparation ofifiahstatements in accordal
with GAAP, and that receipts and expenditures efG@lompany are being made only in accordance witihoaizations of
management and directors of the Company; and

(3) Provide reasonable assurance regarding pliewent timely detection of unauthorized acquisitiase or disposition of the
Company's assets that could have a material affetite financial statements.

Because of inherent limitations, no matter how wlebigned and operated, internal control over firmeporting may not prevent or detect
misstatements and can only provide reasonableawsipf achieving the desired control objectivesaddition, the design of internal control
over financial reporting must reflect the fact ttiegre are resource constraints and that managesnemjuired to apply its judgment in
evaluating the benefits of possible controls aratedures relative to their costs.

Our Chief Executive Officer and Chief Financial i0&r have performed an evaluation of our intermedtol over financial reporting under the
framework inlnternal Control-Integrated Framework (1992)ssued by the Committee of Sponsoring Organiratf the Treadway
Commission. The objective of this assessment wdstiermine whether our internal control over finahgeporting was effective at December
31, 2013.
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A material weakness is a deficiency, or combinatibdeficiencies in internal control over financiaporting, such that there is a reasonable
possibility that a material misstatement of ourwairor interim consolidated financial statementl mot be prevented or detected on a timely
basis.

As described in Note B to our Consolidated Findrstatements, on May 20, 2013, we identified thed® restate revenue for millions of
customer transactions for interim and annual pererted during the periods from January 1, 20@efiember 30, 2012 (hereinafter referrec
to as the “Restatement Periods”) to correct efiromur historically issued financial statementsattdition, we identified certain other
adjustments in the Restatement Periods that wenmel@ material and were adjusted in the restateddial statements for the Restatement
Periods. The errors in the misapplication of GAARIorevenue recognition and the other errors ifledtresulted from several control
deficiencies that were in existence during the &estent Periods and at December 31, 2013, including

» Control Environment - We did not maintain an effective control envireemh which is the foundation for the discipline atidicture
necessary for effective internal control over ficiahreporting, as evidenced by: (i) an insufficianmber of personnel appropriately
qualified to perform control monitoring activitieiscluding the recognition of the risks and comities of our transactions and
business operations, (ii) an insufficient numbep@fsonnel with an appropriate level of GAAP kna¥ge and experience or ongoing
training in the application of GAAP commensuratéwaur financial reporting requirements, which fesiliin erroneous judgments
regarding the proper application of GAAP, and {iigufficient corporate involvement to adequatedgreise appropriate oversight of
accounting judgments and estimates.

» Risk Assessment We did not have an effective risk assessmentgamd-rom a governance perspective, the Compatoyibily did
not have a formal process to identify, update as#ss risks, including changes in the Company’'méss practices, that could
significantly impact the Company’s consolidatedafigial statements as well as the system of intearatol over financial reporting.

« Control Activities - We did not have control activities that were dasid and operating effectively. Control activitieat were
historically in place (i) did not always addreskvant risks, (ii) were sometimes performed witbamplete information and (iii) were
not performed on all relevant transactions. In tholdj the level of precision of the managementaeevcontrols was not sufficient to
identify all potential errors.

» Information and Communications - We did not implement appropriate information teslogy controls related to change
management and access for certain information sigstlat are relevant to the preparation of the @ateted financial statements and
the Company’s system of internal control over ficiahreporting.

* Monitoring Activities - We did not maintain effective monitoring of congetlated to the financial close and reporting s

We believe the control deficiencies described mgiedividually and when aggregated, represent rizt@eaknesses in our internal control
over financial reporting at December 31, 2013 s&weh deficiencies result in a reasonable podsiltiiat a material misstatement in our ani
or interim consolidated financial statements matyb®prevented or detected on a timely basis byraernal controls. We believe that the
aforementioned errors in our consolidated finansialements were attributable to the deficiendestified. As a result of our assessment, we
have therefore concluded that our internal cordvelr financial reporting was not effective at Debem31, 2013.

Our independent registered public accounting fibmloitte & Touche LLP, has audited our consoliddtedncial statements and has issued ar
attestation report on our internal control oveagfinial reporting as of December 31, 2013, whiclorejs included herein.

Material Weakness Discussion and Remediat

Following the discovery of material weaknesseshage commenced a process to enhance the conticbement and strengthen our internal
control over financial reporting. We have a new agament team, including a new Chief Executive @ffiwho was appointed in February
2013, a new Chief Financial Officer who was appainin April 2013 and a new Chief Accounting Offizeino was appointed in October 2013.
In addition, a number of new, qualified accountamgl finance
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personnel have been hired to supplement the exper@nd depth of the team responsible for desigimmgementing, monitoring and
executing internal control over financial reportithg order to effect the restatement of milliondraihsactions over a nine-year period, a
significant amount of effort was exerted by botm@any resources and third-party consultants. Dilkeesignificant attention and efforts
devoted to the revenue restatement project, we haiviilly implemented all of the changes necessarngmediate the control deficiencies
described above. Rather, management has obtamasisiirance on the financial statements from substgprocedures and review processes
that are outside of the normal course of the firdradose and reporting processes. As noted bal@expect to implement and formalize
internal controls that are necessary to fully reiaedthe deficiencies identified.

The need to recast virtually every revenue traisacturing the Restatement Periods and for thetfiree process transactions after the
Restatement Period using the corrected revenugmémm models presented the following challenges:

» Control Procedures- The new models of revenue recognition requireldetdollowed by the Company necessitated the patjoarof
a substantial amount of information that was nqtuineed under the historical revenue recognition et®@dvhich were applied in error.
This newly required information had not been sutljecontemporaneous preventive controls at the tifrthe original transactions.

» Information Technology Systems Some information required by the new revenuegeition models was obtained from systems
that were not originally thought to be financialglevant and, as a result, information technologytls had not been
contemporaneously evaluated; therefore, managecoeid not assert effective information technologwptcols over these systems for
the periods in which the information was being agulated. In addition, the Company implemented a,reastomized revenue
recognition system that processed revenue recogrfitr a period of nine years. As the revenue reitimy system was designed
during the restatement process, it had not beeratipeal for a sufficient period of time to allowamagement to conclude that
information technology controls surrounding thisteyn were operating effectively.

The management team was able to obtain a reasdeableof assurance that data and correspondirgnte/recognition was accurate and
complete through highly substantive complementafidation procedures. Similarly, we performed sab8ve validation procedures on the
other financial statement balances to obtain coressle level of assurance on the other balancea.r@sult of these procedures, we believe
the consolidated financial statements includedhis Annual Report on Form 10-K for the year ended¢d&@mber 31, 2013 fairly present, in all
material respects, our financial position, resaftsperations and cash flows for the periods preeskeim conformity with GAAP.

While meaningful remediation efforts were initiaied2013, we were not able to fully implement newnicol procedures as of December 31,
2013 due to the following factors:

* It was not possible to implement contemporaneotey,gmtive controls over transactions that had diregcurrec
» The massive level of effort and attention regdito effect the restatement, requiring the Comparpnduct restatement efforts and
design new processes and controls concurrenthnaticllow us sufficient time to fully implementweontrols for new accounting

models.

e There was an insufficient amount of time to destmte that enhancements made to the control@magnt were operating
effectively.

We intend to continue to take appropriate and nessie steps to make necessary improvements totminal control over financial reporting,
including:

» Continuing to improve the control environmentiigh (i) staffing the Company with sufficient nuentof personnel appropriately
qualified to perform control monitoring activitie@) increasing the level of GAAP knowledge angerence through ongoing
training and staffing adjustments, and (iii) impkaming and formalizing corporate oversight of actovg judgments and estimates;

* Implementing a formal risk assessment pro:
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« Formalizing and implementing controls over thplits inherent in the Compasyhew revenue recognition mod
» Implementing control activities that address retévéks and assure that all transactions are sttgjesuch control activitie

« Ensuring all information systems that impact reverecognition and other financial information anmsttbsures have effective gene
computer controls, including access and change gesmeant controls; and

* Implementing additional monitoring activities oube financial close and reporting proc

We believe that the remediation measures descabede will strengthen our internal control overficial reporting and remediate the
material weaknesses we have identified. We expeattaur remediation efforts, including design, iempkntation and testing will continue
throughout fiscal year 2014 and into 2015.

Changes in Internal Control over Financial Reportmn

Other than the changes described above under “MbWeakness Discussion and Remediation,” ther@werchanges in our internal control
over financial reporting during the quarter endat®nber 31, 2013 that have materially affectedyereasonably likely to materially affect,
our internal control over financial reporting.

Inherent Limitation on the Effectiveness of Internaontrols

The effectiveness of any system of internal cortxadr financial reporting is subject to inherentitations, including the exercise of judgment
in designing, implementing, operating, and evahgthe controls and procedures, and the inabditgliminate misconduct completely.
Accordingly, any system of internal control overdncial reporting can only provide reasonable afisblute, assurances. In addition,
projections of any evaluation of effectivenessuiufe periods are subject to the risk that contmdy become inadequate because of chang
conditions, or that the degree of compliance whithpolicies or procedures may deteriorate. We ¢htercontinue to monitor and upgrade our
internal controls as necessary or appropriate diobasiness, but cannot assure that such improwsmelhbe sufficient to provide us with
effective internal control over financial reporting
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Avid Technology, Inc.
Burlington, Massachusetts

We have audited the internal control over finanglorting of Avid Technology, Inc. and subsidiar{¢ghe “Company”) as of December
31, 2013, based on criteria establishethtarnal Control - Integrated Framework (1998fsued by the Committee of Sponsoring Organizatior
of the Treadway Commission. The Company's manageiseesponsible for maintaining effective internahtrol over financial reporting and
for its assessment of the effectiveness of intezoatrol over financial reporting, included in thecompanying management’s annual report ol
internal control over financial reporting. Our respibility is to express an opinion on the Compsumyternal control over financial reporting
based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversighti@d&nited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is:. audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on that
risk, and performing such other procedures as weidered necessary in the circumstances. We belet@ur audit provides a reasonable
basis for our opinion.

A company's internal control over financial repogtis a process designed by, or under the supemnvidi the company's principal
executive and principal financial officers, or pErs performing similar functions, and effected by tompany's board of directors,
management, and other personnel to provide reakpassurance regarding the reliability of financeglorting and the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles. A comgfsainternal control over financial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thatasonable detail, accurately and fairly
reflect the transactions and dispositions of treetsof the company; (2) provide reasonable assertduat transactions are recorded as
necessary to permit preparation of financial stateisiin accordance with generally accepted acomyiptinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management anedtdirs of the company; and (3)
provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, usedisposition of the company's assets
that could have a material effect on the finansiatements.

Because of the inherent limitations of internaltcoinover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventetbtacted on a timely basis. Also,
projections of any evaluation of the effectivenekthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

A material weakness is a deficiency, or a combamatif deficiencies, in internal control over finsadaeporting, such that there is a
reasonable possibility that a material misstaternéttte companys annual or interim financial statements will netfdrevented or detected o
timely basis. The following material weaknessesehiaen identified and included in management'ssassmt: an ineffective control
environment, an ineffective risk assessment prodesfective control activities, ineffective coals related to change management and acce:
for certain information systems, and ineffectivenibaring of controls over the preparation and revd the consolidated financial statements.
These material weaknesses resulted in the finasizitdment errors that gave rise to the restateaighe financial statements as described in
Note B to the consolidated financial statementgsehmaterial weaknesses were considered in detagnire nature, timing, and extent
audit tests applied in our audit of the Compangssplidated financial statements as of and foyda ended December 31, 2013 and this
report does not affect our report on such finanstalements.

In our opinion, because of the effect of the mataxieaknesses identified above on the achievenfehembjectives of the control
criteria, the Company has not maintained effedtiternal control over financial reporting as of Bether 31, 2013, based on the criteria
established imnternal Control - Integrated Framework (19928sued by the Committee of Sponsoring Organizatafrike Treadway
Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
Company'’s consolidated financial statements asidffar the year ended December 31, 2013, and portrdated
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September 11, 2014 expressed an unqualified oponahose financial statements and included ana@gpbry paragraph relating to the
restatement of the financial statements as disduegdote B to the consolidated financial stateraent

/sl Deloitte & Touche LLP

Boston, Massachusetts
September 11, 2014

ITEM 9B. OTHER INFORMATION

Not Applicable.
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
DIRECTORS

Our board of directors is divided into three classkesignated as class |, class Il and classrittbrs, with one class elected each year.
Members of each class hold office for a three-yean. Effective as of May 2013, the size of therbomas fixed at eight members, with three
Class I directors, two Class Il directors and thedeess Il directors. Because we did not hold a@lgtolder meeting in 2013, the terms of the
members of both Class Il and Class Il will expatehe 2014 stockholder meeting. Set forth beloinfisrmation regarding each director,
including his or her age as of June 1, 2014 armtimétion about his or her specific experience, ifjoations, attributes or skills that led the
board to conclude that he or she should servedagetor of Avid. There are no family relationshg®ong any of our directors and executive
officers.

Class | Directors (terms to expire at our 2015 araiumeeting)

George H. Billingsp4, became a director in March 2004 and was apgaichairman of our board in February 2013. Mr.igg$ has been the
President of Billings & Co., a management consglfirm focused on the wireless communications atated industries, since 1987. Mr.
Billings has also served as Chief Operating Offened Chief Executive Officer of Silicon WirelesgdLl, Chief Operating Officer and Vice
Chairman of Radio Movil Digital Americas, Inc.; Gamal Manager of the WashingterBaltimore Cellular Telephone Company Partnership
(d/b/a Cellular One); and Vice President of Corpmiaevelopment of the Communications Satellite Gaapon. Mr. Billings contributes
diversified skills to our board through his extemsfinancial, management and operational experiandds an audit committee financial
expert. He has also made extensive contributiomsdasector and past chair and present membereadklit committee, including through his
collaboration with our independent auditors and@emanagement team, and as chair of our nominatimggovernance committee and
strategy committee.

Nancy Hawthorne63, became a director in October 1997 and servedread director from January 2008 to Decembé&d 2Ms. Hawthorne
has served as Chair and Chief Executive OfficeClefestory, LLC, a financial advisory and investiném, since August 2001. Previously,
Ms. Hawthorne served as Chief Executive Officer Bahaging Partner of Hawthorne, Krauss & Associdte€, a provider of consulting
services to corporate management; and as Chiehé&iadeOfficer and Treasurer of Continental Cablerns Ms. Hawthorne also serves as a
director and member of the audit and nominatinggaernance committee of the Metropolitan Serigsdi-inc. During her years of service as
a director of Avid, Ms. Hawthorne has gained sigaift knowledge of our business. Ms. Hawthorneiaifficial management and outside boarc
experience enhance her contributions to our bdsdditionally, her financial expertise and experieralify her as an audit committee
financial expert. In addition to her service asemmber of our board and a financial expert of oulitacommittee, Ms. Hawthorne also brings
valuable insight in her role as a member of our imatng and governance committee. Ms. Hawthorne effers a unique perspective, having
served as our interim CEO from July to December7200

John H. Park47, served as a director of Avid from June 200Jue 2011 and was reelected to our board in Mag.28ihce November 2012,
Mr. Park has been a partner at the private eqiitysfof Jackson Park Capital, LLC and Jackson PRarksors, LLC. Mr. Park was a partner of
Blum Capital Partners, L.P., a private equity faurd an Avid investor, from May 2004 to November 20Rrior to joining Blum Capital
Partners, Mr. Park spent 11 years with Columbia §éasset Management, L.P. where he was a pantwktha Portfolio Manager of the
Columbia Acorn Select Fund and a Co-Portfolio Maaragf the Columbia Acorn Fund. Mr. Park has alsthipast served as a director of
eResearch Technology, Inc. and GlenRose InstrumiectsOur board believes it benefits from Mr. Partkemonstrated business acumen
gained through extensive private equity and funggtment experience, experience on other publigpaemy boards of directors and
participation in corporate turn-around efforts. K\ihis experience, Mr. Park is also a valued merobeur strategy committee and nominating
and governance committee.

Class Il Directors (terms to expire at our 2014 amal meeting)

Robert M. BakisF50, became a director in October 2009. Mr. Bakish $erved as the President and Chief Executiveddfdif Viacom
International Media Networks, a division of Viacdnt., a global entertainment content company, sidariary 2010. Mr. Bakish is also
chairman of the board of Viacom 18 (Viacom’s Indjaimt venture). From January 2007 to January 26410,
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Bakish served as the President of MTV Networksriv@gonal, another division of Viacom. From July02&o January 2007, Mr. Bakish was
Executive Vice President, Operations, of Viacomefmtises, a subsidiary of Viacom. Prior to thatsbeved as MTV Networks’ Executive
Vice President and Chief Operating Officer, Adw@ry Sales and was chairman of the Cable Televisihrertising Bureau. Previously, Mr.
Bakish was a partner with Booz Allen & Hamiltoniis Media and Entertainment practice. The boardesthe unique insights Mr. Bakish
provides to the board and as a member of our giratemmittee relative to the challenges, opportesiand operations of the broadcast
industry, as well as his expertise in strategioiplag and business development as well as in ks smce 2011, as the chair of our
compensation committee.

Louis Hernandez, Jr47, was appointed our President and CEO in Feb2@1$. He became a director in February 2008 anedes our lee
director from December 2011 until his appointmenbar President and CEO. Prior to being appointedPoesident and CEO, Mr. Hernandez
was the chairman and Chief Executive Officer of ®felutions Inc., a provider of enterprise-wideldimg technologies for the financial
services marketplace, which was acquired in Jan2@t3 by Fiserve, Inc. Mr. Hernandez served agwtzai of Open Solutions from 2000 to
2013, and as Chief Executive Officer of Open Sohsgifrom 1999 to 2013. Prior to Open Solutions, Wernandez served as Executive Vice
President and Chief Financial Officer of RoweCorm. lian electronic commerce software vendor. Pdgoining RoweCom, Mr. Hernandez
served as the Chief Financial Officer and Corpogaeretary of U.S. Medical Instruments, Inc. andked in the business and advisory
services group of Price Waterhouse LLP. Mr. Herearamlso served as a director and member of the andicompensation committee

of Unica Corporation (UNCA), HSBC North America tdaigs Inc., HSBC USA Inc. and HSBC Bank USA, N.Ar.Mernandez has a proven
track record of driving the operations and growtttechnology companies in a variety of industriise board believes that these qualities are
particularly valuable in connection with the netaps for our company. Further, as President and, @E®rings a unique perspective to the
board.

Class Ill Directors (terms to expire at our 2014 anal meeting)

Elizabeth M. Daley71, became a director in February 2005. Dr. Dakeytheen Dean of the School of Cinematic Arts athhigersity of
Southern California since 1991. Dr. Daley bringsbluable perspective to our business through tperence she has with our customer base
including insights into industry trends gleanedh@r capacity as the dean of a major U.S. film stlaral is a valued member of our audit
committee and compensation committee.

Youngme E. Moorb0, became a director in September 2005. Dr. M@snbieen Senior Associate Dean for Strategy an &timovand the
Donald K. David Professor of Business Administnataa Harvard Business School, where she has be#redaculty since 1998. Prior to that,
Dr. Moon was a professor at the Massachusettgutestf Technology. Dr. Moon also serves on therdbad directors of Zuliliy, the Honest
Company and Handybook and serves as a member afittieand nominating and governance committeeutifyZ Dr. Moon’s expertise in
innovative consumer and other marketing stratedgiesddition to her other business insights, adgisificant value to board discussions and
our strategy committee. She is also a valued mewf@ur nominating and governance committee.

David B. Mullen 63, became a director in July 2009 and has servéueachair of our audit committee since 2012. Mullen is currently an
independent consultant. From 2002 until Januar@?2bé& was Executive Vice President and Chief Firs@fficer of NAVTEQ (formerly
Navigation Technologies), a provider of digital ndgia for ii-vehicle, portable, wireless and enterprise sohgtidir. Mullen currently serves
as a director of Angie’s List, Inc. and Mattersigldrporation, and has previously served as a direftEagle Test Systems. Our board values
Mr. Mullen’s extensive financial expertise and esigece as a chief financial officer of four publiompanies, as well as his accomplished
history of working with global, public companiesthe technology industry. He is also a valued membeur compensation committee.

EXECUTIVE OFFICERS

Our executive officers are elected annually bylbard and serve at the discretion of the board.dOuent executive officers and their ages
as follows:
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Executive Officer Age Position(s) with our company

Louis Hernandez, Jr. 47 President and Chief Executive Officer

John W. Frederick 50 Executive Vice President, Chief Financial OfficedeChief Administrative Officer
Christopher C. Gahagan 50 Senior Vice President of Products and Technology

Jeff Rosica 52  Senior Vice President of Worldwide Field Operations

Jason A. Duva 41  Vice President, General Counsel and Corporate &egre

Louis Hernandez, Jis our President and CEO. Please see “DirectorsVafor Mr. Hernandez'’s biography.

John W. Fredericlhas served as our Chief of Staff from February 2018pril 2013, and has served as our Executivee\Heesident, Chief
Financial Officer and Chief Administrative Officeince April 2013. From November 2009 until joiniAgid, Mr. Frederick was Executive
Vice President and Chief Financial Officer of O&wiutions, Inc., a technology provider to finandératitutions worldwide, which was
acquired in January 2013 by Fiserv, Inc. Duringpghdod October 2006 to October 2007, Mr. Fredesigked first as interim Chief Financial
Officer and then as Chief Financial Officer of S¢é¢, Inc., a global encryption security companyteAf brief transition in connection with t
acquisition of SafeNet, he rejoined SafeNet as {Gtireancial Officer in November 2007 and servedash until August 2009. Additionally, |
held a variety of senior financial, business plaghiand analysis roles at organizations includitigeédSignal, now Honeywell, Time Warner-
Six Flags, Sunbeam Corporation, and Legrand Nonterca.

Christopher C. Gahagahas served as our Senior Vice President of ProdunctsTechnology since July 2009. From March 20GRartil the
time he joined us, Mr. Gahagan served in variopaciies at EMC Corporation, a provider of storagstems, software and services to sug
information storage and management strategies, raoshtly as Senior Vice President and General Bemaf the Resource Management
Software group. Prior to EMC, he held senior manag# positions at BMC Software, Inc., Sterling 8afte, Inc. and Spectra Logic
Corporation. Mr. Gahagan began his career as a ereailthe technical staff at Hewlett Packard Conypan

Jeff Rosicéhas served as our Senior Vice President of Worldwiéld Operations since January 2013. From e&O2 2intil joining us, Mr.
Rosica served in various capacities with GrasseyallLC, a broadcast equipment supplier, most ridces Executive Vice President, Chief
Sales and Marketing Officer. Prior to that, Mr. Raswas Vice President and General Manager ofipdiBroadcast from 1996.

Jason A. Duvihas served as our Vice President, General CoundeCarporate Secretary since October 2011. Mr. Qoived Avid in 2005 a
Corporate Counsel and from 2008 to 2011 servedsastant General Counsel. Prior to joining Avid, BMouva worked at the law firm, Testa,
Hurwitz & Thibeault LLP.

CORPORATE GOVERNANCE

The board is composed of a majority of “indepentdirectors, and all of the board’s committees @@mposed entirely of “independent”
directors, as such term is defined in the listitegndards of NASDAQ. The board has determined tiafdllowing directors, all of whom serv
during 2012 (with Mr. Park being appointed direégtoMay 2012) and 2013, are “independent,” accardothe above definition: Robert M.
Bakish, George H. Billings, Elizabeth M. Daley, NgrHawthorne, Youngme Moon, David B. Mullen anddéh Park. Mr. Hernandez was
considered independent until his appointment aso&® and President in February 2013.

In addition, the audit committee is composed elytio¢ “independent” directors as such term is dedinn Rule 10A-3 under the Exchange Act,
as no member of the audit committee accepts dyrectindirectly any consulting, advisory, or otloempensatory fee from the company other
than their director compensation, or otherwisedraaffiliate relationship with the company. Simiyathe members of the compensation
committee each qualify as independent under NASB#@dards and Rule 10C-1 under the Exchange Acletthese standards, the Board
considered that none of the members of the comfiensaommittee accepts directly or indirectly amnsulting, advisory, or other
compensatory fee from the company other than thedctor compensation, and that none have anyaaéfitelationships with the company or
other relationships that would impair the directgdgment as a member of the compensation conamitte
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The board has adopted a charter for each of thestanding committees that addresses the makedifuantioning of such committee. The
board has also adopted corporate governance quaddld assist it in the exercise of its dutiesr@asgonsibilities and to serve the best interest
of our stockholders, and a code of business corahatethics that applies to all of our employeéf&ers and directors. Our corporate
governance guidelines address, among others, shemsibilities and qualification standards for dicgs (including a policy for holdover
directors), the criteria for director nominatiotise board meeting process, our directors’ accesfiters and employees and independent
advisers, and the duties of our chairman and ifiegiple lead independent director. The charterstferaudit committee, compensation
committee and nominating and governance committeeecorporate governance guidelines, and the cblbesiness conduct and ethics, are all
publicly available on our website at http://ir.axidm/documents.cfm.

Board Leadership Structur:

The board oversees our CEO and other senior marsagémthe competent and ethical operation of tmagany and assures that the long-terr
interests of the stockholders are being served.

The board periodically reviews its leadership dtrieesto determine whether the roles of chairmandmef executive officer should be
separated or combined based on its judgment &etstitucture that best serves the interests of@upany and our stockholders. In February
2013 in connection with Mr. Hernandez being newdpa@inted as President and CEO, Mr. Billings, arepehdent director, was appointed as
the chairman of our board. The board believesttteturrent separation of the chairman and chietetve officer roles allows the chief
executive officer to focus his time and energy prerating and managing the company and leveragme@xperience and perspectives of the
chairman. Our corporate governance guidelines gethiat if our chairman is not an independent ttire@ lead director may be appointed,
in 2012 Mr. Greenfield, our former President anddCEerved as our chairman and Mr. Hernandez sexwéshd director.

The chairman of the board chairs and presidesmeetings of the board and serves as a liaison ket independent directors and
management. The chairman of the board also sesvelsaarman of our nominating and governance coremind strategy committee and as a
member of our audit committee.

Other Governance Highlights
We are committed to ensuring the highest standafrdsrporate governance. Some examples of this dgoment are set forth below.

* Our board consists of eight members, seven afmvhre independent directors within the meaningASDAQ’s listing
standards;

* All members of our board’committees are independent direc

»  Our corporate governance guidelines requireahgtnominee for director who does not receive pritg vote in an uncontested
election must promptly tender his or her resigmatmthe board, which will consider whether to gtdbe resignation;

* We have corporate governance guidelines thapanéshed on our website at ir.avid.com and thabag others, lay out the
responsibilities and qualification standards faediors, the criteria for director nominations, board meeting process, our
directors’ access to officers and employees andgdaeddent advisers, and the duties of our chairmdnfapplicable lead
independent director;

*  We have stock ownership guidelines for our CE@,other executive officers and our non-employieectbrs that are described
below under “Stock Ownership Requirements” and ébior Compensation - Stock Ownership Requirememt®ftside
Directors;”

e Ourindependent directors hold regularly convenegtings without management pres

« Ourindependent directors approve director nonimatand executive officer compensat

e Our audit committee reviews and approves adlteglparty transaction

e Our code of business conduct and ethics is diggtbannually to all of our employees;

*  Any waiver of our code of business conduct athite given to our executive officers or directorgst be approved by our board
of directors and disclosed publicly.

110




Stockholder Rights Plat

In January 2014, after considering the signifidane anticipated to be needed to complete theteatnt process, as well as the possible
delisting of our stock (which subsequently occunndebn our stock was suspended from trading on NAQ@A February 25, 2014 and delis
from NASDAQ on May 2, 2014) our board adopted &lgtolder rights plan (the “Rights Plan”) and deetha dividend of one preferred share
purchase right for each outstanding share of ommeon stock. The Rights Plan was adopted by thedfedlowing careful evaluation and in
consultation with our outside advisors. The plasifsilar to plans adopted by numerous publicly éddompanies and will expire at the next
annual meeting of our stockholders. For a more detamglescription of the Rights Plan, please see€Courent Report on Form 8-K dated
January 7, 2014.

The Board’s Role in Risk Oversight

Risk is an integral part of board deliberation®tlghout the year. Management is responsible foddyeto-day management of risks our
company faces, while the board, as a whole andigiirits committees, has responsibility for the sight of risk management. A fundamental
part of risk oversight is to understand the rislet tve face, the steps management is taking to geah@ase risks and to assess our appetite fo
risk. Risk management systems, including our irleanditing procedures, internal controls overtiicial reporting and corporate compliance
programs, are designed in part to inform manageieoit our material risks. The board believesfillband open communication between
management and the board are essential for eféedik management and oversight. The board recedgedar presentations from senior
management on strategic matters involving our djmers.and discusses strategies, financial perfoomdegal developments, key challenges
and risks and opportunities for our company. Thelvement of the board in the oversight of ourtsigéc planning process is a key part of its
assessment of the risks inherent in our corpotedtegy.

While the board oversees the risk management pspoas board’s committees assist the board inllinli its oversight responsibilities in
certain areas of risk. The audit committee focusefinancial risk, including the areas of finanaiporting, internal controls, and compliance
with legal and regulatory requirements. The compgas committee assists the board in fulfillingatgersight responsibilities with respect to
the management of risks arising from our compeosaiblicies and programs. The nominating and gaere committee manages risks
associated with corporate governance, board orgaoiz membership and structure.

At the compensation committee’s direction, our 8eNfice President, Human Resources and other menad¢ne human resources and
finance department, in conjunction with our inslielgal counsel, assisted in a risk assessment af@mupensation programs for 2012 and 2013
including our executive compensation programs. Basethis assessment, we believe that our compengabgrams’ design promotes the
creation of long-term value and discourages behakit leads to excessive risk. The compensatiomuittee reviewed and discussed the
assessment, and the compensation committee codauittemanagement’s assessment that our compengatigrams do not create risks that
are reasonably likely to have a material adverfeeebn our business.

Director Nomination Proces:

The process followed by our nominating and govecaatommittee to identify and evaluate director édaigs consists of reviewing
recommendations from members of our board, searls that we engage from time to time, and othixdding stockholders) and evaluat
biographical and background information relatingptdential candidates.

In considering whether to recommend a particuladidate for inclusion on our board’s slate of reaoended director nominees, our
nominating and governance committee considersritexia set forth in our corporate governance glinés. These criteria include the
candidate’s integrity, business acumen, knowledgaiobusiness and industry, age, experience, andritment to participate as a director, as
well as the diversity of our board and conflictargerest that would impair the candidate’s abitdyact in the interests of all stockholders. Our
nominating and governance committee does not asgigeific weights to particular criteria and notjarlar criterion is a prerequisite for all
prospective nominees. Our corporate governanceeljug$ also provide that the nominating and govecaaommittee will review with the
board the requisite skills and criteria for new tdomembers as well as the composition of the baara whole, including the consideration of
diversity, age, skills, experience, geographic&epntation, gender, race and national origin, déiner@xperience in the context of the needs o
the board. Our nominating and governance comniitésenot adopted any formal or informal diversityiggoand treats diversity as one of the
criteria to be considered by the committee. Ourinatmg and governance committee believes thab#o&grounds
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and qualifications of our directors, considerec asoup, should provide a composite mix of expegeknowledge and abilities that will allow
our board to fulfill its responsibilities.

Our by-laws require stockholders to provide not@évid of the nomination of directors not lessrt0 days nor more than 120 days prior to
the anniversary date of our prior annual meetingweber, if our annual meeting is called for a dhtd is not within 25 days before or after the
anniversary date of the prior year's annual meetiagice by the stockholder must be received rer ldtan the close of business on the tenth
day following the earlier of either the day on whibe notice of the date of the annual meetingmaided or public disclosure of the date of
annual meeting was made.

Our by-laws require a stockholder proposing a dinegomination to accompany the request with cergaiditional information concerning the
stockholder and the nominee(s) proposed, includingpng other things, (i) biographical and stock emship information (including derivative
and hedging interests as to our common stock)eoptbponent stockholder and the nominee(s) (andineaffiliates or associates of each of
proponent stockholder and the nominee(s)), (idrgements and understandings (including financiahgements and compensation) betweel
the proponent stockholder (and certain affiliateassociates of the proponent stockholder) andbéimr person, including the nominee(s), v
respect to our common stock, and (iii) any oth&rimation relating to the proponent stockholdeth@ nominee(s) that would be required tc
disclosed in a proxy statement pursuant to Sedtdbaf the Exchange Act.

Stockholders may recommend an individual to our inating and governance committee for considerai®na potential director candidate by
submitting the individual's name, together with thBormation referred to above, to the Nominatimgl &overnance Committee, Avid
Technology, Inc., c/o Corporate Secretary, 75 Neti@rive, Burlington, Massachusetts 01803, or byaéto Avid.Secretary@avid.com.

Assuming that appropriate biographical and backgdaunaterial has been provided on a timely basisnominating and governance
committee evaluates stockholder-recommended catedithy substantially following the same procesd, @nsidering the same criteria, as it
follows for candidates submitted by others. If board decides to nominate a stockholder-recommecaedidate and recommends his or her
election, then his or her name will be includedim proxy materials for the next annual meeting.

Board Meetings

Our board met 16 times in 2013 and 11 times in 20h2 board and certain committees also engagethér discussions and actions during
2013 and 2012 apart from these meetings. The norageament directors, all of whom are independent,im&n executive session chaired by
either the chairman of the board or the lead diregt the conclusion of every regularly scheduledr meeting and at such other board and
committee meetings as the independent directocseeleDuring 2013 and 2012, each of our directtiended at least 75 percent of the total
number of meetings of the board of directors ahdahmittees of the board of directors on whiclohshe served.

While we encourage our directors to attend our ahmeetings of stockholders, we do not have a poéquiring their attendance. All of our
then-serving directors attended our 2012 annuatingeef stockholders.

Board Committee:

Our board has a standing audit committee, compiensedmmittee, nominating and governance comméteestrategy committee. Each
committee operates under a charter that has bgeowga by our board. Each committee reviews itstehgeriodically and recommends any
proposed revisions to our board for approval. Therters of the audit committee, the compensationnaittee and the nominating and
governance committee can be accessed from therabepgovernance page in the investor relationsaeof our website at www.avid.com.
Members of each committee are generally electealipypoard upon recommendation from our nominatimg) @overnance committee.
Committee meetings may be called by the chairadramittee, our lead director and our chairman. Edt¢he committees is authorized to
retain independent legal, accounting and othersatsj and to approve compensation for their sesvice
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The table below provides current membership infdimnaregarding the board and board committees #iseoflate of this Form 10-K. Each of
the committees is comprised solely of independesttbrs.

Nominating and

Independent Director(1) Audit Compensation Governance Strategy
Robert M. Bakish Chair X
George H. Billings (2) X Chair Chair
Elizabeth M. Daley X X

Nancy Hawthorne X X

Youngme E. Moon X X
David B. Mullen Chair X

John H. Park X X

(1) In connection with Mr. Hernandez's appointment asPresident and CEO in February 2013, he steppeu ¢rom his service as the lead director
and member of our compensation committee and auirrading and governance committee. Mr. Hernandetirmaes to serve on our board.
(2) Mr. Billings was appointed chairman of our boarcgmnection with Mr. Hernandezappointment as President and C

Audit CommitteeOur board has determined that each of Messrs. Klalt& Billings and Ms. Hawthorne, all of whom sehom the audit
committee during 2012 and 2013, qualify as an “ecolinmittee financial expert” as defined in ltenv&f)(5) of Regulation S-K. In addition,
our board has determined that the members of ait @ammittee meet the additional independencertaitrequired for audit committee
membership under Rule 10A-3 of the Exchange Ace dindit committee’s responsibilities include:

e appointing, as well as approving the compensatimhagsessing the independence of, our indepeneigistared public accounti
firm;

» overseeing the work of our independent regist@rgblic accounting firm, including reviewing certaeports required to be made
to the audit committee by the independent regidtpublic accounting firm;

» overseeing the work of our internal audit fuantiincluding approving the internal audit annuahpsubmitted by the internal
auditing staff;

* reviewing and discussing with management andnitiependent registered public accounting firmanmual and quarterly
financial statements and related disclosures;

* reviewing, approving and ratifying related pers@nsaction:

* monitoring our internal controls over financial ogfing, disclosure controls and procedures;

* meeting independently with our internal auditingftour independent registered public accounting find manageme

Our audit committee met six times in 2013 and fries in 2012.

Compensation CommitteEhe compensation committee’s responsibilities idelu
« administering our executive officer compensationgpams
« annually reviewing and approving an appropriate geeup against which executive compensation ispamed

« annually reviewing and approving corporate ficiahperformance goals and individual performancalg relevant to the
compensation of our executive officers;

» overseeing performance evaluations of our execuafifreers

« administering our equity incentive plans and otbaiity based plar

» reviewing and discussing the Compensation Discossiml Analysis

» evaluating compensation policies and practicegltion to risk management; ¢

» reviewing and making recommendations to our bodtld respect to director compensat

Our compensation committee met seven times in 2083eight times in 2012.
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Compensation Committee Interlocks and Insider Egudition

Messrs. Bakish and Mullen and Ms. Daley serveduwrcompensation committee during 2012 and 2013 Hdrnandez served on our
compensation committee in 2012 and until his appoémt as President and CEO in February 2013. Nobaenf the compensation commiti
during 2012 and 2013 also served as an executiieeofvhile serving on the committee. Furthermare member is a director of another
corporation or other entity (or serves an equivialenction for another corporation or other entitiyat has an executive officer who serves on
the compensation committee or our board.

For further information about our processes andguiares for the consideration and determinaticexetutive and director compensation,
including the compensation committee’s retentioamindependent compensation consultant, pleasé&Egeeutive Compensation” below.

Nominating and Governance CommittThe nominating and governance committee’s respiitisib include:

* identifying individuals qualified to become membefour boarc

e recommending to our board persons to be nominateeléction as directors and to each of the comsestof our boar
« developing and recommending to our board corpayaternance principles; a

e overseeing an evaluation of our bo

Our nominating and governance committee met twic20il3 and twice in 2012.

Strategy Committed@.he strategy committee’s responsibilities incluegiewing, evaluating and making recommendatiormuaboard with
regard to potential strategic opportunities. Otategy committee did not meet formally in 20132012, our strategy committee met five
times.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLANCE

Section 16(a) of the Exchange Act requires ourctlims, executive officers and the holders of mbent10% of our common stock to file with
the SEC initial reports of ownership of our comnstock and other equity securities on a Form 3 apdnts of changes in ownership on a F

4 or a Form 5. To our knowledge, based solely mevaew of copies of reports filed by the persormuieed to file these reports and written
representations from those persons, we believeathagports required to be filed pursuant to Secti6(a) were timely filed with respect to the
years ended December 31, 2012 and 2013, excephéotransaction on a Form 4 that was inadvertemtytimely reported on behalf of M
Bakish. The error was discovered and the Form 4fiebkeight business days after the due date.tfdresaction involved the purchase of
10,000 shares of common stock on November 28, 2818dition, the Form 3 filed in connection withr MPark rejoining our board on May
15, 2012 inadvertently omitted to disclose 16,48&res owned by him.
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ITEM 11. EXECUTIVE COMPENSATION
INTRODUCTION

This Compensation Discussion and Analysis (“CD&Afpvides information regarding our executive congagion philosophy, the elements
our executive compensation program and the fathatsvere considered in making compensation dawdior our named executive officers
(“NEOSs”). As a result of the restatement of ouficial statements, we did not hold an annual mg@ti2013 or file an Annual Report on

Form 10-K for the fiscal year ended December 3122@onsequently, this CD&A includes informatiom Bmth fiscal years 2013 and 2012.

NEOs for Fiscal Year 201The following executive officers were our NEOs fizcal 2013:

e Louis Hernandez, J, President and Chief Executive Officer as of Fabyu 1, 201:

« John W. Fredericl, Executive Vice President, Chief Financial Officend Chief Administrative Officer as of April 22013 after
having originally joined Avid as Chief of Staff ¢rebruary 11, 2013;

e Christopher C. GahaganSenior Vice President of Products and Solut

» Jeff Rosice, Senior Vice President Worldwide Field Operatiasf January 7, 201

» Jason A. Duvi, Vice President and General Cour

» Gary G. Greenfield who served as our President and CEO until Fepritar2013; an

» Kenneth A. Sextc, who served as our Executive Vice President, (Firgdincial Officer and Chief Administrative Officantil
April 22, 2013.

» Glover H. Lawrence who served as our Vice President Corporate Dewnedmt until June 27, 201

NEOs for Fiscal Year 2011n addition to Messrs. Greenfield, Sexton, Gahagava and Lawrence, the following executive offgcare
considered NEOs for 2012:

* Kirk E. Arnold, who served as our Executive Vice President arnidf@perating Officer until July 2012; a

* James M. Vedd, who served as our Senior Vice President of Waddvbales until November 20:

EXECUTIVE SUMMARY

While this CD&A and the accompanying compensatadigs provide information for both 2012 and 20b8, Executive Summary that follov
focuses primarily on 2013 events and developmé&iésbelieve an understanding of these events anelafawents is critical to understanding
our executive compensation actions and decisio2813, as well as going forward.

Fiscal Year 2013 Management Transition & Businessransformation

In 2013, we started a significant business transétion process with the goal of achieving growtt esasserting our leadership position in the
industry. This transformation began with new mamaget, including the appointment of Louis Hernandezas our President and CEO in
February 2013, Jeff Rosica as our Senior Vice BeasiWorldwide Field Operations in January 20138l dohn W. Frederick as our Chief of
Staff in February 2013 and Executive Vice Presid€hief Financial Officer and Chief Administrati@ficer in April 2013. Our new
executive management team spearheaded a rigoralumgon of our company’s strategy, operations @uwitre during their first 100 days.
They conducted a rigorous quantitative and qualgainalysis of our business and our market. Timepamy adopted a strategy informed by
that analysis and embarked on a three phase apgteansformation to execute upon that strategytisg with more than 30 initiatives focus
on addressing key strategic, operational and @lltthallenges. The ultimate goals are to drive ginpwnprove profitability and enhance cash
flow, all of which we believe will position our cqrany for long-term stockholder value creation. Dgrihis period of transformation, we have
continued to make additions to our senior managéteam and to evaluate compensation policies tarerthat we position Avid for sustained
success. Because of the substantial changes manmgement team and the changes flowing from csinbesis transformation, our
compensation program in 2013 reflected a numbenifue elements which reflected our company’s engjling and changing circumstances
in 2013. Further, because of the management chahge® 2013 and our accounting evaluation andatestent process, executive
compensation decisions in 2013 were not made iardaace with our historical annual pay setting pssc

2013 Business Overview

As discussed elsewhere in this Form 10-K, we hawepteted the accounting evaluation commenced iy 2843 and have restated our
consolidated financial statements as of Decembg2@®11 and for the year then ended. Throughoutpid, we
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have put a premium on maintaining our focus oninoed innovation for our customers and reassedinmgcommitment to being a strategic
leader for the media industry. As part of reassgrtiur leadership position in the industry, in Ag013 we introducedvid Everywhere
which is our strategic vision for connecting creatprofessionals and media organizations with thedtiences in a more powerful, efficient,
collaborative, and profitable way. In April 2014ewnveiled the details of and first product delaldes guided byvid Everywhere.

Response to 2012 Say on Pay Vote

We conducted our first advisory vote on NEO compéna in May 2012 and received a 50.8% approvabtoarNEO compensation program.
In response to the advisory vote, our compensabommittee, with the assistance of its independentpensation consultant, undertook a
review of our executive compensation program arditips. This process included the following:

* we reached out to our top stockholders reprasgapproximately 72% of the then outstanding sh#oediscuss stockholder concerns,
and ultimately held discussions with stockholdefresenting approximately 40% of our then-outstagnghares;

e inour discussions, we sought to understanadneerns raised by some stockholders regardingetbign of our executive
compensation program and policies, including thargaf our former President and CEO, tax grossfapsertain executives and
concerns regarding the alignment between pay aridrpeance, as well as some provisions of our equitgntive plan; and

e our compensation committee undertook a reviethese topics as well as critiques offered by thelkdholder advisory firms
Institutional Shareholder Services and Glass Levitis respect to our fiscal year 2011 executive cengation program.

In conjunction with the appointment of a new mamaget team focused on transforming our businessnigad to address concerns regarding
the compensation of our former management teantrendompanys performance during their tenure. We also haveyded the compensati
of our new management team with stockholder feddbramind. Notably, the base compensation of ouv RPeesident and CEO was set at a
significantly lower level than the base compensatar our previous President and CEO, and a sicanifi portion of the newly hired
executivescompensation is in the form of long term incentiweards. Furthermore, none of our current executisrestitled to excise tax grc
ups for severance benefits provided in the everhgiloyment termination following a change in cohtwith the exception of a legacy gross
up for COBRA payments to one of our executives.alée believe that the significant business tramsétion commenced in connection with
the management change will help further align aumgensation policies with our performance. For examour annual incentive plans for
both 2013 and 2014 were structured with targetbeheve will be highly correlated with stockholdelue, such as the achievement of our
strategic objectives, and improvements in free ¢ash bookings and EBITDA. To ensure that the neirflata used when determining
executive compensation is relevant, we updategeer group in 2013 to better align with our sizd ardustry. We also intend to consider
concerns raised with respect to our equity incengilan as we propose new plans for stockholderoapprwWhile we believe that these steps
adequate to improve the alignment between pay arfdiance, the compensation committee remains éttethio continuing its dialogue
with stockholders regarding compensation matters.

Highlights of 2013 Executive Compensation Program

Highlights of our 2013 executive compensation paoginclude:

e Long Term Incentive:Our practice has been to provide a significantiporbf our executive compensation in the form dfigg
awards, both in the form of time and performancseleoptions and restricted stock units. In lindliis practice, the NEOs who
joined in 2013 received approximately 68% of theial direct compensation (base salary, annual iceegimtive compensation ai
grant date fair value of equity awards) in the farhequity awards and a majority of these awardssabject to performance-based
vesting conditions.

e Compensation Packages for our New Executiveline with our focus on long term and performathesed incentives, our
compensation committee designed compensation pasKagour new executives in 2013 in consultatidth vts independent
compensation consultant that were heavily weightedrds performance-based compensation. The compemgommittee also
considered each candidate’s qualifications, curtentpensation package, and market data. Basedsorettew, Messrs.
Hernandez’s and Frederick’s base salaries weneesetthe 50'percentile as compared to our peers ($650,000 428,800
respectively), and their compensation elements Wweazily weighted towards compensation based diopeance. Their annual
incentive bonus targets were equal to 100% of gm@iual base salaries (with a maximum of 200% &34, respectively) and th
received long term

116




equity awards, 65% of which for each were granteithé form of options with performance-based vestionditions. None of the
new compensation packages included Section 28@ayother tax gross-ups.
Limited Base Salary Increasen 2013, Mr. Duva was the only continuing NEO wlege&ived an increase in base salary, based on
individual performance, time in his role, and thetfthat his salary prior to the increase was bel®\25th percentile of the 2013
Peer Group.
No Discretionary BonuseNo discretionary bonuses were awarded in 2013 ©2.
Programs to Retain and Attract Key Executives DyianTransformative Yea
o 2013 Executive Bonus Progranvge invested to recruit, develop and retain exeeutitanagement that we believe best
positions Avid for long-term growth and stockholdatue. As a part of this, we restructured our @hexecutive incentive
program in 2013 (“2013 Annual Incentive Progranthder the 2013 Annual Incentive Program, payouisired that
certain free cash flow metrics were met and paydtdsy, depended on the amount of our bookingsahieving
operational goals related to our strategic iniieéi The purpose of the program was to make satdtth executive team’s
compensation opportunities were better aligned withgoals to transform our company through a sebmmon strategic,
business and cultural goals, ultimately designdddmease stockholder value. Target amounts rafrged35% to 100% for
our NEOs and maximum payouts were generally sE23% (other than for executives with different nrmaxim payouts
provided for in their employment agreements) aspamed to the 200% maximum in 2012.
o 2013 Remediation Bonus PlaiVe also implemented a retention bonus prograngded to retain certain key executives
employees during our comprehensive restatemenegso®ayouts under this plan to our executives ea@rditioned on the
completion of the restatement and compensation Gtigarapproval.

Good Governance in our Executive Compensation Progms and Practices

The following highlight examples of good corporgtevernance incorporated in our executive compensatiograms.

Independent Compensation ConsultiThe compensation committee engaged an outsidepéndient executive compensation
consultant, Pearl Meyer & Partners (or PM&P), teisel and counsel on key compensation decisiongetiehs during 2013 and
2012.

Significant Performance-Based Awards Balanced Olier$hort-Term and Long-Ter@ur compensation programs focus on pay-
for-performance, and reward management for achieméwf our annual performance goals, which areiipaity designed to
enhance stockholder value. Our program uses shdrtemg-term compensation arrangements, many afiwéie payable only if
certain financial and individual business objectiage achieved.

No Guaranteed Bonuses, Limited PerquisiWe do not offer guaranteed bonuses and we proeiddringe benefits. We do not
offer access to company jets, car allowances, patsecurity, financial planning advice, tax pregi@n services or club
memberships.

No Excise Tax Gro-Ups.Following the changes in our executive managenreR01L3, none of our NEOS is entitled to Internal
Revenue Code Section 280G tax gross-ups or gras®upther compensation elements, including fdexted compensation, with
the exception of a legacy gross up for COBRA payisiamone of our executives.

Double Trigger Change in Control ProvisiorEach of the change in control severance agreerttattgve maintain with our NEOs
provide for “double-trigger” payments or benefitd)ich means that change in control benefits aralpl@yonly in the event of a
qualifying termination of employment within a spiéed period of time after a change in control.

No Option Repricing.Our 2005 Amended and Restated Stock Incentive ddas not permit repricing of stock options or other
equity awards without stockholder approval.

Annual Advisory Vote to Approve Executive Compés: We seek to obtain an advisory approval of our ettee compensation
at each annual meeting of stockholders.

Appropriate Peer Group and Market Referenci We utilize a group of peer companies that are @pate from the perspectives
size (based on, among others revenue and markigdltzgtion), industry and competitiveness in tabdr market. We review and
adjust our peer group annually and updated our greerp in 2013 to, among other things, ensuredbapeer companies had
revenues in the approximate range of 0.5 to 2 tilassof Avid and a market capitalization in thege of approximately 0.25 to 4
times that of Avid’s at the time the compensatiommittee dete rmined the group.

Risk AssessmelWe have conducted a comprehensive risk assessinemt compensation programs and believe that cagnams
are structured in a manner to motivate strong perdoce with appropriate risk taking while discoumnagexcessive risk taking. The
details of this risk assessment can be found irsélation of this Annual Report on Form 10-K undéefn 10, Directors, Executive
Officers and Corporate Governance

Stock Ownership Guideline®ur NEOs are subject to stock ownership guidelimdsch further align the interests of our NEOs v
our stockholders and encourage our NEOs to mamagedn owner’s perspective.
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COMPENSATION PHILOSOPHY AND OBJECTIVES
How We Determine NEO Compensation
Overview

The compensation committee oversees all our exacatimpensation programs and exercises discretitaking compensation actions.
Although 2013 deviated from our historical practaseto the timing of compensation decisions, weegaly establish the performance targets
for our NEOs at the beginning of each fiscal yessda on our operating plan reviewed by our boadirettors at that time. Our operating p
reflects what our management and board of direttelisves we could achieve if we successfully eteeour operational strategies and goals.
The financial performance targets used for purpofesecutive compensation are generally set basete operating plan targets for
performance at the higher end of the range of tanned growth. Our compensation decisions alsecefiublished industry survey and peer
group data and account for the individual perforogaof each executive officer.

In 2013, as a result of the management transitiohtlae accounting evaluation and restatement pspseseral of our NEO compensation
decisions, including pay packages for Messrs. Hetea and Frederick as well as our executive ingertonus programs (including our 2013
Annual Incentive Program and Remediation Bonus)Piaere prepared outside of our typical annual getying time line. These decisions
nevertheless were made based on the principlesilbed@bove. In 2013, because of the ongoing esEnt process, our targets were tied to
both reaching certain financial targets as weBuessfully completing predetermined strategitaitives that we deemed crucial for the
transformation of our company.

Role of Our Compensation Committee

Our compensation committee oversees the desigderelopment of our executive compensation programisdetermines CEO compensatior
consistent with the overall objectives of the peogr as described above. The compensation commlideapproves compensation for the ¢
NEOs. For 2013 and 2012, all members of the congiemscommittee were independent directors undeBNAQ's listing standards.

Role of our CEO

Our CEO provides strategic direction for our compancluding relating to compensation matters. Bgr2013, Mr. Hernandez met
periodically with the compensation committee anthpensation consultants to discuss changes to oGr ¢¢pensation programs, the 2013
Annual Incentive Program and Remediation Bonus Riatrics, and make recommendations regarding time émd amount of any changes to
the compensation opportunities for the other NBMDs . Hernandez also met with the compensation cotemib review the structure of our
2014 executive compensation programs and to eatbatperformance of the other NEOs who wereestilployed by us as officers at the end
of 2013. The ultimate decisions in 2013 and 20Haring NEO compensation were, however, made bgdhgensation committee. Our C
does not participate in our compensation commiteeliberation or voting on his own compensation.

Role of our Independent Compensation Consultant

Each year our compensation committee engages apeéndent compensation consultant to advise the éosation committee on executive
officer and board compensation. Since October 2608compensation committee has worked with PM&Rsaimdependent compensation
consultant. PM&P acts primarily as an advisor to@ampensation committee, but may also work witmaggment from time to time on
matters presented by management to our compensatiomittee with the knowledge and consent of ompensation committee. Our
compensation committee has the sole authority gag® and terminate its compensation consultarttoAtth the company and its managemer
do not retain its own compensation consultant, TTeMeéatson, which previously served as our comp@rsabmmittee’s independent
compensation consultant, continues to assist Uswaiuations of previously granted performaritased equity awards with measures based ¢
our company’s stock price.

The nature and scope of the assignments for PM&RPGFh3 and 2012 executive compensation included:

e reviewing our peer group to determine the approgmiass of its compositic
* preparing executive compensation pay studiescantpetitive assessments to compare our execusiv@ensation to our peer
group and published industry survey data;
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e reviewing various compensation options availabtectimpanies in the midst of a transformation;
» in connection with our executive officer changeontrol benefits, providing analysis with respicthe applicability of excise
taxes under Sections 280G and 4999 of the Int&®eaénue Code.

The compensation committee has considered andsaskal relevant factors, including but not limitecthose set forth in Rule 10C-1(b)(4)(i)
through (vi) under the Exchange Act, that couldegiige to a potential conflict of interest withpest to PM&P. Based on this review, we are
not aware of any conflict of interest that has bessed by the work performed by PM&P.

Market Data and Peer Group Analysis.

For purposes of comparing our executive compensatiogram with market practices, our compensatmnnittee, with the assistance of its
independent compensation consultant, reviews exectbmpensation from a peer group of publicly écidompanies, which we refer to as
“Avid Peer Group.”

In 2013, our compensation committee made changtetAvid Peer Group that was used in 2012 to enthat the peers better reflected
companies with similar product and service offesitg our own, while also seeking to maintain a kinsize to Avid with respect to revenue,
market capitalizations and number of employees eWainated companies from our peer group that leénmues in excess of twice that of
Avid’'s and market capitalization in excess of ftinres that of our market capitalization. The congagion committee also considers the
growth profile of potential peer group companied aompetitive considerations with regard to ouribess as well as recruiting and retention.
During its annual review, the compensation commigteeks, to the extent practical, to maintain b@scy in the peer group from year to year
in the results of the benchmarking process. Our gerip for 2013 consisted of the following com i

Dolby Laboratories, Inc. Pegasystems Inc. Realdeks Inc.
Harmonic Inc. Progress Software Corporation Rowiporation
Imation Corp Qlogic Corporation Synaptics, Inc.
Mentor Graphics Corporation Quantum Corporation eribt Systems Inc.
National Instruments Corporation RealD Inc.

In addition to reviewing the executive compensapaactices of companies in the Avid Peer Group,ammpensation committee, with the
assistance of PM&P, also reviews executive compimsfiom published industry surveys for purposesanparing our executive
compensation program with market practices. Ourgmeation committee also reviews information frone Radford High Technology
Executive Compensation Survey. We refer to theseeys collectively as the “published industry syrdata.”

Our compensation committee reviews the executivepemsation practices of companies in the Avid Beup and Radford industry survey
data to determine whether our executive officeesebsalary, total annual cash compensation anditceat compensation (base salary, annua
cash incentive compensation and grant date fairevaf equity awards) are within a reasonably coitipetrange. Our compensation commit
uses target percentiles from the Avid Peer GroupRadford survey data as one factor when settin@ N&mpensation, but also takes into
account the experience, performance levels andpat@erformance levels of the executive offi@rd changes in duties and responsibilities.
Our compensation committee believes that if an etvee officer makes contributions that enable tbmpany to achieve performance that
meets goals established by the compensation coeanitien the executive officer should have the dppiiy to receive compensation that is
competitive with comparable industry norms. Thereféthe compensation committee considers the cosagien levels of our executive
officers in comparison to the percentiles from syrdata for similarly situated executives, but spetcentiles do not on their own drive our
compensation levels - rather, they are used askema&ference.
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ELEMENTS OF EXECUTIVE COMPENSATION
Compensation Elements

Our executive compensation program has the follgwilements:

Element Description

Base Salary Fixed annual cash amount based on competitiveysdéda

Annual Performance-Based CasNariable annual cash payment based on the achigtteshpre-established company goals

Bonuses designed to drive growth, improve profitability acaksh flow and ultimately stockholder
value.

Long-Term Equity Awards Time-based and performance-based equity awards.

Other Benefits and Perquisites Limited non-cashgensation designed to attract and retain NEOgpeamdde a
competitive compensation package

Post-Employment Payments Contingent in nature and payable only if a NE®Mmployment is terminated as specifie
employment agreements and offer letters.

Incentive Awards Designed to  To appropriately incentivize executives to compketgnificant turnaround when other
Address Turnaround Situations incentive programs may not properly address thentitn concern.

Compensation Mix

In accordance with our pay for performance phildggphe following chart illustrates the 2013 mixpEy for our direct compensation eleme
(base salary, target bonus, and annual long-teceniive pay) for our continuing NEOs, Messrs. Hadez, Frederick, Gahagan, Rosica and
Duva. A majority of their target compensation rensdiat-risk.”

Compensation Mix

35%

T1 2% T0 8%

Hemandez Fredrick Rosica Gahagan Dhava

B  BaseSalary
B Target Bonus

Long-Term Equity Incentive |performance-based and tume-based)
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The percentage of long-term incentive pay attriditeeach of Messrs. Hernandez, Frederick and Rasithe chart above also reflects the
initial hire equity awards granted to Messrs. Hadez, Frederick and Rosica in fiscal 2013, andtal means

that approximately 85% of Messrs. Hernandez anddfiek’s, and 67% of Mr. Rosica’s compensation rematrisk. While this reflects initie
hire grants, we intend to continue to tie a mayooitexecutive compensation to performance. A degon of the equity awards granted to
Messrs. Hernandez, Frederick and Rosica is proviééalv under ‘Long-Term Equity Incentive Compensation - Fiscar¥13.” No long
term incentive grants are reflected for Messrs.@gah and Duva, since we suspended our annual eqaitys in 2013 pending review of the
circumstances surrounding the restatement and a&i@huof our compensation programs in the contégt@ changes in our management. For
grants made to Messrs. Gahagan and Duva in 20B$jrect of fiscal year 2013, please skerig-Term Equity Incentive Compensation -
Fiscal Year 2014 Equity Incentive Compensat”

ANALYSIS OF 2013 AND 2012 EXECUTIVE COMPENSATION DECISIONS AND ACTIONS

Base Salaries

Consistent with our compensation committee’s pbipby of tying executive compensation to our finahpierformance, our executives receive
a relatively small percentage of their overall targompensation in the form of base salary. Balseisa for our executive officers are reviewed
on an annual basis, as well as at the time of mption or other change in responsibilities.

In 2013, Mr. Hernandez's salary was set at $650,88@ompared to our former President and CEO’s salary of $936,000 and Mr.
Frederick’s base salary of $425,000 was in lindnwhiait of Mr. Sexton, our former Executive Vice $ident, Chief Financial Officer and Chief
Administrative Officer. The only executive’'s basdasy that was changed in 2013 was that of Mr. Dw# received an 8% increase based o
individual performance, time in his role, and thetfthat his salary prior to the increase was bel@25" percentile of the 2013 Peer Group.

In 2012, three of our 2012 NEOs, Messrs. Gahagawrénce and Vedda, received base salary incre886 each. These increases were
based on individual performance and time in rohel the fact that these officers’ base salaries Wwelew the 50" percentile of the 2012 Avid
Peer Group and the published industry survey d#ae salaries for our other 2012 NEOs were noeased for 2012.

Annual Performance-Based Cash Awards

Each year we adopt an executive bonus or inceptivgram that provides for cash incentive paymemtsut executive officers upon the
achievement of certain performance objectivesat in the plan. Our executive bonus or incenfilans are designed to provide an annual
variable cash incentive to motivate participantatbieve company and individual performance objestand to reward participants for their
achievements when those objectives are met. Borfoisé®e prior year, if any, are generally deteresirand paid out by March 1%f the
subsequent year.

Fiscal Year 2013 Incentive Plans and Payouts

Due to the commencement of the accounting revielatenFebruary 2013, we delayed the implementaifan annual incentive program for
2013 and suspended our annual equity grants uaetiewiewed the circumstances surrounding the magit and evaluated our compensation
programs in the context of the changes in our memagt.

2013 Annual Incentive Program & Payoutas a result of the ongoing financial restatengntess in 2013, the compensation committee wa
not able to structure an annual incentive compé@rsarogram using the same financial metrics tlaat been used in prior years. Nevertheless
the compensation committee decided that it was itapbto structure an annual incentive program pinavided management with challenging
yet achievable metrics. In October 2013, with injpain PM&P, the compensation committee establighed?013 Annual Incentive Prograrr
which our executive officers were entitled to papate. Payouts under the 2013 Annual Incentivgim were contingent on the company
achieving a free cash flow threshold of $(2.6) imril| with free cash flow defined as operating cémlv (excluding restructuring, management
change and certain one-time charges). Under the p&youts were to be funded at 50% of the totpbdpinity if the $(2.6) million free cash
flow threshold was achieved, and at 100% if freehddow met or exceeded $2.4 million. Upon meethmg free cash flow threshold, payouts
were then tied to company performance as measwsird the following metrics:
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Pro Forma Cost Savings from Non-Cost Related Strategic

Bookings (weighted  Strategic Initiatives (weighted at Initiatives (weighted at
Levels at 20%)(in millions) 60%) (in millions) 20%)
Threshold $506.0 $15.0 4 out of 10
Target $520.0 $20.0 8 out of 10
Maximum $530.0 In excess of $20.0 10 out of 10

Upon achievement of the thresholds, each execaffieer would have been eligible to receive 50%iwf portion of his or her target bonus
relating to that metric. Upon the achievement efttirgets, each executive officer would have bégibke to receive 100% of the portion of
or her target bonus relating to that metric, up tnaximum of 125% for achievement in excess ofdhget results. Results that fell between
threshold and maximum were to be paid out on afibasis between 50% and 125% of the portion @xacutive officer’s target bonus
relating to each metric. Since Messrs. Hernandegjdfick and Gahagan’s employment agreements pda maximum payouts of 200%,
135% and 135%, respectively, payouts in exceslseofrtaximum of 125% under the program also requfratithe compensation committee
assessed their individual performance. The compienseommittee had the authority to determine ausgoayout for any participant that was
less than the amount determined in accordancethétprogram and was not required to treat partitganiformly.

As described above, in early 2013 management commdeg number of strategic initiatives designeddogform the company by accelerating
growth and improving long-term profitability. Codsiring the importance of this transformation fae tompany’s long term success and
growth, management proposed that the strategiatiniés be incorporated as a part of the 2013 drincantive plan. With input from PM&P,
the compensation committee decided to include thesgement of both cost based and non-cost basségt initiatives as components of the
2013 Annual Incentive Program. For the cost basadlegjic initiatives (weighted at 60%), the focusswon achieving proforma cost savings
through savings in indirect procurement, producfigability/cost refinement and service profitabjli The ten non-cost based strategic
initiatives (weighted at 20%) were deemed crumaltfie long term success of the company and focosechproving (i) cultural and cross
functional realignment, our internal communicatstrategy and the company’s mission, vision andesl(ii) revenue growth through
improvements in deal shaping, sales forecastings gganning and product packaging; (iii) operaticefficiency through improvement in
product profitability and the company’s rewardsteyss; and (iv) customer and partner engagemenighroreating a relevant strategic
messaging framework. Each of the ten non-cost bagtives was given equal weighting and waseacabsessed independently based on
achievement. In addition, the bookings target ligryear was weighted at 20%.

At the time our compensation committee approve®E3 Annual Incentive Program, it believed eactheftarget levels was aggressive but
achievable. Although the program was approved itokar 2013, the bookings and proforma cost saviaiggets were set based on the
company’s annual operating plan established irs¢ttend half of the year, which coincided with ttetsof the company transformation. The
operating plan targeted a 6% improvement in boakiog the last two quarters and at the time tha plas approved the company had to
achieve at least a 10% increase in bookings duhiedast quarter of 2013 as compared to the sameeagun 2012 to meet the bookings target.
The payout ranges between meeting threshold, targemaximums under the plan were also set narrdwisthermore, while we had started
working on a number of the strategic initiativesgitto the bonus program, at the time the 2013 Arngantive Program was approved,
achievement of these targets was by no means datatm

Free cash flow for 2013 (as calculated in accordamith the plan) was $6 million, which significangxceeded the free cash flow target; as a
result, the program was fully funded. Bookings204.3 were $515 million or 82% of the bookings targesighted at 20%. The cost based
strategic initiatives generated proforma cost sgwiof approximately $19.4 million or 94% of targegeighted at 60%. All of the ten non-cost
related strategic initiatives were achieved, withaghievement of 125% of target, weighted at 20Bts Tesulted in payouts of 98% of target
under the 2013 Annual Incentive Program.

The compensation committee did not exercise itsrelifon to make alterations to the amounts detexchby the achievement levels of the
metrics under the plan.

2013 Remediation Bonus Pldn.light of the challenges associated with the ificgint endeavor required to complete the restatdnoeir
compensation committee, with input from PM&P, revéel various compensation options available to hetigin critical executive talent duril
the restatement process. Based on this analyslg)yir2013, our compensation committee approvesireediation bonus program (“2013
Remediation Bonus Plan”) and designated Messradteiez, Frederick and Duva as the NEOs participatisuch plan, each with a potential
payout equaling his target bonus. (Other emplogeisal to the restatement process were alsolaégn participate in the plan.) The 2013
Remediation Bonus Plan provides that the NEO
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participants will receive individualized cash bomayments equal to their annual bonus target uperarlier of (i) the filing of our Annual
Report on Form 10-K for the year ended DecembeRB12, (ii) immediately prior to a change in cohtvbthe company, or (iii) such date on
or subsequent to March 31, 2014 as establishdekatiscretion of our compensation committee. Payontler the 2013 Remediation Plan to
executive officer participants is subject to ap@idw the compensation committee. The plan alsuviges that a participant ceases to be
eligible for a bonus payment upon ceasing to beraployee of the company, and that aggregate baayragnts pursuant to the 2013
Remediation Plan (including payments to non-exgestparticipating in the plan) will not exceed $tiflion.

With the filing of this Form 10-K the objectivesrfpayouts under the 2013 Remediation Plan to oeicuative officers participating in the plan
were met, and our compensation committee has apgnpayouts to the executive officers pending thegfiof this Form 10-K as described
below.

Payouts under 2013 Annual Incentive Program and3Z2R&mediation Bonus PlaBelow are each 2013 NE®target and actual bonus payc
under the 2013 Annual Incentive Program, basede®8% achievement of target, as well as paymemiemplated under the 2013
Remediation Plan:

2013 Annual Actual 2013 Remediation Bonus (to be
Incentive Payout Target Annual Incentive  paid following the filing of
NEO Target (% of base salary) Payout this Form 10-K)
Current NEOs
Louis Hernandez, Jr., $650,000 100% $637,000 $650,000
President and CEO
John W. Frederick $425,000 100% $416,500 $425,000
Executive Vice President, Chief
Financial Officer and Chief
Administrative Officer
Christopher C. Gahagan $412,000 100% $403,760 —
Sr. Vice President of Products and
Technology
Jeff Rosica $375,000 100% $361,459 —
Sr. Vice President of Worldwide
Field Operations
Jason A. Duva $130,000 50% $127,400 $130,000
Vice President, General Counsel and
Secretary
Former NEOs
Gary G. Greenfield $936,000 100% N/A® —
Former President and CEO
Kenneth A. Sexton $400,000 100% $163,333? —

Former Executive Vice President,
Chief Financial Officer and Chief
Administrative Officer

Glover H. Lawrence $272,950 60% $78,268 —

Former Vice President Corporate

Development
*Mr. Greenfield left the company in February 2018 dit not receive a payout under the 2013 anneahitive plan. In connection with the terminatiornef
employment, under his employment agreement, Mredeld was entitled to receive, in lieu of a payonder the 2013 annual incentive plan, a paymgndleo a pro-
ration fraction times the greater of (a) his higtesual incentive bonus in the preceding two figears and (b) his 2013 annual incentive targeis Tormula resulted
in a termination payment of $1,123,200. Séiployment and Severance Agreements with our NES@gerance Agreements with and Severance Benefitisled to
our Former NEOs”
*Pursuant to his employment agreement, Mr. Sextorireed eligible for a pro-rated bonus payout urtder2013 Annual Incentive Program. Se&miployment and
Severance Agreements with our NEOs - Severancemgres with and Severance Benefits Provided té-ormer NEOS” In accordance with the terms of his
agreement, the compensation committee determim¢dtich bonus be paid following the completiorhef testatement and the filing of this Form 10-K.
*Pursuant to his employment agreement, Mr. Lawreecgined eligible for a pro-rated bonus payout utite 2013 Annual Incentive Program. In accordamite the
terms of his agreement, the compensation comndtggrmined that such bonus be paid following themetion of the restatement and the filing of fhism 10-K.
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Fiscal Year 2012 Executive Bonus Plan and Payouts

Executive Bonus Plan for 201Under the executive bonus plan for 2012, compamfppaance accounted for 80% and individual perfaroea
accounted for 20% of the cash bonus target. Comparfgrmance was measured using two financial sgetrevenues and operating earnings
Operating earnings for purposes of the 2012 exeelibnus plan is a non-GAAP measure and excludefotlowing from our reported
operating loss: amortization of acquisition-relat@@ngible assets, legal settlements and acquisitlated costs, stock-based compensation,
restructuring costs, loss on sale of assets andsbprovision in excess of final calculation. Thi#gsens were excluded from operating earnings
because our compensation committee determineddiheyt reflect the operational aspects of our lssinOperating earnings include any
bonus payouts for officers and employees.

The two financial metrics were assigned equal wdiglencourage both revenue growth and cost savingsder for a NEO to receive any
bonus payout, our company also had to achievehtblegsesults for each metric. Individual performamneas to be measured using specific
financial and non-financial metrics that each NEDId influence to drive the achievement of spedfiategic and growth-oriented projects
and goals. Each NE®individual performance was either partly or eiyibased on one or more of the following: achiegrtiby the compar
of a specified operating margin percentage, achieve by the company of a specified level of freghclow, achievement by the company 1
specified level of revenue, achievement by the aomgf a specified level of bookings, and key pidieliveries.

When approving the executive bonus plan for 20L2 compensation committee believed each of thestdegels was aggressive but
achievable. Upon achievement of the threshold t&sedich NEO was eligible to receive 20% of theiporof his or her target bonus relating to
that metric. If we had achieved our target resegiésh NEO would have been eligible to receive 1@0%e portion of his or her target bonus
relating to that metric, up to a maximum of 200%dohievement in excess of the target results. IRethat fell between the threshold and
maximum would have been paid out on a linear Hastiween 20% and 200% of the portion of a NEO’seabgpnus relating to each metric.

Our compensation committee had the authority terd@he a bonus payout for any participant that lwas than or more than the expected
amount; provided, however, a participant’s actualds payout could not exceed two times his or drgret bonus amount.

The plan also provided our compensation committiéle tive authority to adjust the calculation of frexformance goals to the extent necessar
to prevent reduction or enlargement of an execligti#etual bonus payout as a result of a corporatesaction or event in 2012. In line with this
authority, the compensation committee adjustedrtbgics following the dispositions of our consuraadio and video product lines in July
2012. The following table sets forth the compamaficial metrics that governed potential payoutsutite executive bonus plan for 2012 for
our NEOs after such adjustment.

Revenues
Levels (in millions) Operating Earnings (in millions)
Threshold $563.0 $15.0
Target $625.5 $30.5
Maximum $652.4 $37.1

Payouts under the Executive Bonus Plan for 2When determining if the financial metrics (both gaany and individual metrics) had been
met for the executive bonus plan for 2012, the camsption committee, in accordance with the plaaddise company’s historical accounting
models. Based on this calculation and as adjustecuirency exchanges, we achieved revenues of. 3%fdiflion, resulting in a company
performance payout of 38.6% with respect to themee metric. We did not achieve the threshold diper@arnings metric, and thus there was
no company performance payout for this metric.

Following are each 2012 NEO's target and actualbgrayouts under the executive bonus plan for 2@s2d on a company performance of
38.6% of target and individual performance as deedrin the footnotes below:
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Target Actual 2012 Annual

NEO Payout Target (% of based salary) Incentive Payout

Current NEOs

Christopher C. Gahagan $412,000 100% $117,173
Sr. Vice President of Products and Technology

Jason A. Duvad $91,000 35% $23,150

Vice President, General Counsel and Secre
Former NEOs?®

Gary G. Greenfield $936,000 100% $144,518
Former President and CEO
Kenneth A. Sexton $400,000 100% $132,160

Former Executive Vice President, Chief
Financial Officer and Chief Administrative
Officer
Kirk E. Arnold #® $367,500 100% $56,742
Former Executive Vice President and Chie
Operating Officer

James M. Vedd® $306,854 100% $47,378
Former Senior Vice President of Worldwide
Sales

Glover H. Lawrencé $163,770 100% $58,032

Former Vice President Corporate

Development
*Individual performance for Mr. Gahagan was measbeskd on the delivery of new product offeringséstain dates. Our compensation committee deterthre
Mr. Gahagan'’s actual performance correlated to% #flividual performance target achievement.
*Individual performance for Mr. Duva was measureidgisvo metrics (weighted equally), intellectuabperty monetization pipeline and intellectual pmype
monetization revenue. Our compensation committéerakned that Mr. Duva’s actual performance cotegldo a 50% individualized performance target.
*The employment and severance agreement of our fOWESs provide that the former NEOs remain eligibleeceive a bonus payout under the executive Hplan
for 2012, which payment, if any, is to be made ahtiie company pays bonuses on account of 20&eacutives who remain employed with the compang.“Se
Employment and Severance Agreements with our NEB@serance Agreements with and Severance Benefitiel®d to our Former NEOS In accordance with their
respective agreements and as determined by theetmaton committee, such payments were made torMéssvrence and Vedda and Ms. Arnold and will lzlentc
Messrs. Greenfield and Sexton following the conipieof the restatement and the filing of this FdrénK.
*Individual performance for Mr. Greenfield and Msnald was measured based on operating margin gagerdefined as non-GAAP operating income divioled
revenue. The target for operating margin was 5.3 avthreshold of 2.3% and a maximum of 7.0%. Beezof the company’s operating margin loss thestoiel
percentage was not achieved, resulting in no payothis component.
*Individual performance for Mr. Sexton was measurased 50% on both operating margin percentageraadésh flow, with free cash flow representingiticeease
in cash during the year. The target for operatiaggim was 5.3% with a threshold of 2.3% and a marmnof 7.0%. The target for free cash flow was $36illon with
a threshold of $12.0 million and a maximum of $4@ilion. Actual currency adjusted cash flow foethear was $37.6 million resulting in a payout patage of
176.5% for this component. As described abovethteshold percentage for operating margin was cluesed, resulting in no payout for this comporemd
correlating to an individual performance targetiazément of 88%.
®Prorated to reflect termination dates in July 28ad@ November 2012.
"Individual performance for Mr. Vedda was measurgidgitwo financial metrics, bookings and revenuigh Wwoth financial metrics weighted equally. Our
compensation committee compared actual bookingstsefer 2012 against predetermined threshold etagd maximum bookings levels to determine Mr.dé&sl
performance. Our compensation committee deterntimatcour bookings and revenue results equated® adividual performance target achievement wétspect to
these metrics.
®Individual performance for Mr. Lawrence was meadurased on his executing on certain strategic aetimns and partnerships. Our compensation comenitte
determined that Mr. Lawrence’s actual performarareetated to a 100% individual performance targsievement.
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2014 Bonus Program

On March 10, 2014, our compensation committee adbah annual incentive program for 2014. This itigerprogram provides for payment
of incentive compensation based on the achievenfahe following performance objectives and weight: (1) EBITDA (which is a non-
GAAP measure we define as net income or loss béfteeest, taxes, depreciation, stock-based congpe@nsand amortization adjusted for
certain charges including restructuring, restatdam management change expenses as well anagttiar one-time charges), at 50%
weighting; (2) bookings, at 30% weighting; and ff&@e cash flow (which we define as operating césh fess capital expenditures where
operating cash flow excludes certain charges inictutestructuring, restatement and management ehexygenses as well as certain other one
time charges), at 20% weighting.

Given the progress of the business transformakiahwas initiated during 2013, as well as the pregof the restatement process in a mannel
that provided the compensation committee with nvisibility regarding our expected financial perfante, the compensation committee
determined in 2014 to return to more traditionatnne, focusing on financial metrics that we usteinally to measure our company’s
performance, which we believe ultimately conveotimiproved stockholder value.

Each of the performance objectives has a threshaniglet and maximum level of payment opportunitye Tompensation committee set the
maximum payment opportunity for each of our exaeutind other officers at 200% of the participatdiget opportunity. Failure to attain the
threshold goal for each performance objective tesnlforfeiture of the associated opportunity. iRapt in excess of 100% of a participant’s
target bonus with respect to the EBITDA and freghdéow performance objectives can be made orlydfthreshold bookings performance
objective has been met. In connection with esthinigsthe incentive program for 2014, the compensatommittee also adjusted the target
bonus for Mr. Hernandez, our President and CEQn f160% of his base salary to 125% of his baseysal&e actual payment amount under
the incentive program for 2014 will be determineddach participating executive based on our resusiing three variables: (1) the
participant’s annual incentive target opportunitich is based on a percentage of the participdmaise salary; (2) the compensation
committee’s assessment and certification of oufoperance compared with the target for each of tiwva-referenced performance objectives,
with any adjustments applied and (3) relative weigls for each performance objective.

Long-Term Equity Incentive Compensation

Long-term equity incentive compensation is intenttetepresent the largest portion of total compgmsdor our executive officers. Generally,
our compensation committee awards equity to oucwtiee officers when they join our company or arerpoted, in recognition of past
performance and for retention purposes. The coramliises these awards on the executive ofigay’level, experience, the requirements
importance of the position, individual contributgrand retention, particularly during a challengiegiod as well as comparative to
compensation data of similar roles based on permgand published industry survey data. Our lommi@centive awards are generally a mix
of time and performance-based options and restirstigc k units. Our 2013 new hire grants emphagieefbrmance through granti ng 65% of
the long term incentive awards in the form of perfance options or performance restricted stocksumitth only a small portion of those
awards being in the form of performance-basediostr stock units), 11% in the form of time-bas@tians and 24% in the form of timeasec
restricted stock. Awards granted in 2012 were gidlyegranted as 60% in the form of time-based o®j®0% in the form of time-based
restricted stock units and 20% in the form of perfance-based restricted stock units.

Time-based equity awards typically vest over aghoe four-year period, with 33 1/3% or 25%, respety, of the award vesting on the first
anniversary of the date of grant and the remaif®g/3% or 75%, respectively, vesting quarterlynmnthly thereafter ending on the fourth
anniversary of the date of grant.

The vesting of our performanekased equity awards is tied to a variety of metiieduding (i) prior to 2012, stock price, (i) mmal return on
equity, or ROE, and (iii) operating margin. As aflffuary 2012, in order to increase our executifieat’ focus on sustained profitability and
the creation of long-term value for our stockhoseve started using operating margin and ROE targken granting performance-based
equity awards. Our compensation committee seléR@H and operating margin because they incorposgtecss of profitability, capital
efficiency, and growth, all of which are critical dur long-term financial success. Failure to atthe minimum performance goals results in
forfeiture of the shares applicable to the respedward opportunity. Our compensation committee hhs discretion to reduce the amount
payable or shares deliverable (including to zepmruvesting of performance-based restricted stockds.

We have determined operating margin by dividing muslished non-GAAP operating profit by our pubédirevenue for the applicable year,
and ROE by dividing non-GAAP pre-tax income as fmii@d in our earnings releases by the average coamstockholder equity during the
same period. As a result of the delay in publislingfinancial statements for fiscal years 2012 and
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2013, as of the date of filing of this Form 10-k ttompensation committee had not determined ifoditlye equity awards have vested.

Fiscal Year 2013 Equity Incentive Compensation

Following the commencement of the accounting evaloan late February 2013 and subsequent restateme suspended our annual,
promotion and new hire grants pending further nevaé the circumstances surrounding the restateimatievaluation of our compensation
programs in the context of the changes in our mamagt in 2013. As a result, the only equity grantSEOs made in 2013 were those mac
Messrs. Hernandez, Frederick and Rosica in corareetith them joining our company in the first quarof 2013, as detailed below. In
addition to the inherent performance componenbofjiterm option awards, the compensation commiitieker emphasized performance by
granting a significant portion of the equity awaishe form of performance-based options.

Time-Based! Performance-Based
NEO Options RSUs Options RSUs
Louis Hernandez, JPresident and CEO 100,000 100,000 625,000 —
John W. Frederickxecutive Vice President, Chief 65,000 65,000 400,000 —
Financial Officer and Chief Administrative Officer
Jeff RosicaSr. Vice President of Worldwide Field 37,000 10,000 63,000 10,000

Operations

'The time vested awards vest over four years, Wighoptions awards granted to Messrs. HernandeEmuigrick vesting at a rate of 6.25% every threathmofrom
their hire dates, and the RSU awards granted tsideslernandez and Frederick and the option and &&lds granted to Mr. Rosica vesting at a ra@5éft on the
first anniversary of the grant date, and 6.25%etlmee months thereafter.

*Messrs. Hernandez and Frederickhe performanceased options for Messrs. Hernandez and Fredeeskmeasured against a baseline ROE for the fisealende:
December 31, 2012 as follows:

ROE Percentage Point Improvement in ]
Calendar Year Compared to Baseline Percentage of Options

to Vest

14% 100%
12% 90%
10% 75%
8% 60%
6% 45%
4% 30%
2% 15%
0% 0%

As a result of the delay in publishing our finahsitements for fiscal years 2012 and 2013, dseoflate of filing of this Form 10-K a baseline R@Ethe year ended
December 31, 2012 had not been established, nahbhambmpensation committee determined if any efettjuity awards vested based on 2013 financialtseguiny
performance-based options that have not vestdtartd of the seventh calendar year will be farteit

Mr. Rosica: The performance-based options and restrictedk stoits granted to Mr. Rosica vest based on ROEopedating margin targets and expire in accordance
with the terms for the 2012 performance-based gguénts described below.

Fiscal Year 2012 Equity Incentive Compensation

When our compensation committee conducted its dmaui@w of executive compensation in the first qenof 2012, our compensation
committee reviewed the equity award practices ef2012 Avid Peer Group and published survey daidigied by its independent
compensation consultant. Our compensation commatsgereviewed the value of outstanding equity gldur executive officers and the
performance-based vesting metrics used to dater Afisessing this information, our compensationnciti®e decided to replace the
performance metric related to the company's steoicie pvith a new company performance metric relabeolur company's operating margin,
concluding that this metric was directly tied te tompany's strategic objective of improving pedfitity and ultimately would drive our
company's stock price. To determine the appropsiates for these equity awards, our compensatiomdtiee reviewed data from its
independent compensation consultant based on tfigpg@centile of the target annual long-term equiteitive values of the 2012 Avid Peer
Group and published industry survey data. Afterawing this data and assessing the individual perémce of each executive officer, our
compensation committee approved the following gguitentive awards to our NEOs in February 2012:
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Time-Based! Performance-Based

NEO Options RSUs Options RSUs
Current NEOs®

Christopher C. Gahagan 100,000 15,000 — 15,000
Sr. Vice President of Products and Technology

Jason A. Duva 25,000 10,000 25,000 10,000

Vice President, General Counsel and Secretary

Former NEOs
Gary G. Greenfield —
Former President and CEO 380,000 50,000 50,000

Kenneth A. Sextofi —
Former Executive Vice President, Chief Financial
Officer and Chief Administrative Officer 120,000 20,000 20,000

Kirk E. Arnold —
Former Executive Vice President and Chief

Operating Officer 200,000 25,000 25,000
James M. Vedda —
Former Senior Vice President of Worldwide Sales 50,000 10,000 10,000
Glover H. Lawrencé —
Former Vice President Corporate Development 30,000 3,750 3,750

"The time-based options and the time-based restrittek units vest over four years as follows: 25%he first anniversary of the date of grant dredremaining 75%
vest in equal 6.25% increments every three moihigeafter ending on the fourth anniversary of tie @f grant.

*The performance-based equity awards vest as follpresided that the vesting is determined basetherigher of the ROE or operating margin vestiecpntage
and is not cumulative. Vesting occurs if the tasgee met in any year during the term of the awasda result of the delay in publishing our finalatatements for
fiscal years 2012 and 2013, as of the date offfitihthis Form 10-K the compensation committee maiddetermined if any of the equity awards vestesel on
financial performance in fiscal years 2012 or 2013.

Annual Operating Percentage of Equity Award

Annual ROE Target  Equity Award to Vest Margin to Vest
15% 100% 10% 100%
13% 84% 7.5% 66.66%
11% 68% 5% 33.33%
9% 52%
7% 36%
5% 20%

®Any performance-based options that have not vdstete seventh anniversary of the grant date apgarformancesased restricted stock awards that have not v
as of the date the board makes its determinatioo e performance targets for 2022 will be fagdi

“Other than as accelerated pursuant to the form& sl&mployment agreements, any unvested equitydswaere forfeited in connection with the departfreur
former NEOs. Any vested options were canceled tifexercised within 12 months from the executivepatture date.

*Mr. Lawrence’s employment agreement provided thabinnection with a termination occurring after Braber 31, but prior to the determination of whetgy
performance-based equity awards have vested sumtisishall not be forfeited before the vesting mieiteation has been made. As a result of the delgublishing
our financial statements for fiscal years 2012 203, as of the date of filing of this Form 10-k ttompensation committee had not determined ifoértlye equity
awards vested based on financial performancedalfieears 2012 or 2013.

When our compensation committee conducted its dmauigw of executive compensation in the first qgaaof 2012, the committee modified
the vesting of a small number of performance-baspdty awards, two of which were made to two of N&Os for 2012, Ms. Arnold and Mr.
Gahagan, covering a total of 45,000 and 100,00feshaspectively. Our compensation committee reise vesting terms to provide that the
underlying shares that previously were to vest thasdely on stock price would also be eligible &stvbased on the achievement of annual
targets as set forth above.

Fiscal Year 2014 Equity Incentive Compensation

In 2014, following our review of the circumstansesrounding the restatement and evaluation of ompensation programs in the context of
the changes in our management in 2013, and consgjdiie importance to our company of retaining emadivating management and key
employees during our ongoing transformation, oungensation committee determined to reinstitute leggu
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equity incentive grants. The table below showsajhigon grants made to our NEOs in May 2014. A portf the options granted in 2014
reflect the fact that no annual equity awards vegested in 2013. These grants are referred todnahle below as the “2013 Catch-up
Options”).

NEO 2014 Options! 2013 Catch-up Options'
Louis Hernandez, JiBresident and CE( 348,750 —
John W. Frederickgxecutive Vice 210,000 —

President, Chief Financial Officer and
Chief Administrative Officer

Christopher C. Gahaga8r. Vice 180,000 180,000
President of Products and Technology

Jeff Rosica,Sr. Vice President of 180,000 —
Worldwide Field Operations

Jason A. DuvayVice President, Genera 105,000 105,000
Counsel and Secretary

'The stock options have seven-year terms and wargegt with an exercise price equal to the highéi) dfie closing price of our common stock on tlagedof the
option grant, and (ii) the closing price of our coon stock on a “Measuring Date,” which is the dategrant would have been made if not for the susipa of annual
and new hire grants described above. Based ortlikigxercise price for (a) the 2013 Catch-up ogtiwas set at $7.82 per share (the closing pritkeoMeasuring
Date, which was February 12, 2013), and (b) akotptions was set at $7.40 per share (the clgsing on May 14, 2014). Vesting of the optionsaaditioned on
remaining employed by us until we have an effeategistration statement covering the shares unidegrihese options (the “Effective DateThereafter, the percente
of the options that may be exercised will be deteech based on the following schedule (again, stitgelbeing employed by us until the later of théeEfive Date or th
scheduled vesting date): 33 1/3% on the first amsary of the Measuring Date and 8.33% for eacrethmonth period thereafter.

Severance and Change in Control Benefits

Our executive officers are entitled to benefitthia event their employment terminates under sgetifircumstances. Our compensation
committee believes the severance and change inottenefits offered are appropriate to properbeimivize the executive during a change in
control process and also considering the timeékjsected to take an executive officer to findraldive employment. Our company also
benefits under these arrangements by requiringxkeutive officer to sign a general release ohttaagainst the company and nmmpetitior
and non-solicitation provisions as a conditiondoeiving severance or change in control benefits.d@mpensation committee believes these
arrangements also protect stockholder interesenbgncing executive officerBcus during a potential or actual change in cadrtyqoroviding
incentives to executive officers to remain with tmenpany despite uncertainties about their futale at the company while a transaction is
under consideration or pending.

Provided to our Current Executive Officers

When we hired Messrs. Hernandez and Frederick brubey 11, 2013, our compensation committee neigatiseverance terms as part of thei
employment agreement that the compensation comariitéeved to be in line with market practices. dlofithe new compensation packages
included any obligation to pay tax gross ups faesance or other payments. For more details of¢iverance terms provided to Messrs.
Hernandez and Frederick and our other current execofficers, see Employment and Severance Agreements with our NEBgloyment
Agreement and Offer Letters with Current NE” and “ Compensation Tables - Severance Benefits.”

Provided to our Former Executive Officers

Our former NEOs, including Messrs. Greenfield, 8axVedda, and Lawrence and Ms. Arnold, were paigtiance in accordance with their
employment agreements as described in more defaiviin the caption Employment and Severance Agreements with our NEB@gerance
Agreements with and Severance Benefits Providednt&ormer NEO¢”

Other Benefits and Perquisites

In general, benefits and perquisites are not afiignt part of our compensation program. In specdaes, such as in connection with the hi
of executive officers, we have from time to timenbursed our executive officers for reasonable agpe
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associated with relocation and associated tax patgand paid sign-on bonuses. We believe thesditsewere necessary in order to attract
these individuals to join our company and are giaat with market practices.

The only benefits available exclusively to our emtrexecutive officers or to certain of our currBi#Os are certain lodging and commuting
costs for Mr. Frederick, as described und&ompensation Tables - Summary Compensation TabtElowing the executive changes in 2013,
none of our current NEOs is entitled to tax grgspayments for payments and benefits provideddgmttwith the exception of a legacy gross
up for COBRA payments to one of our executives.d&ot provide our executive officers with car alnces, financial planning advice, tax
preparation services, club memberships or any gt@esonal benefit perquisites. Furthermore, oth@&n under extraordinary circumstances,
such as, among others, the security of our exeeafificers during business trips, we do not offer executives personal security, and we do
not provide our executive officers with accessdmpany jets for personal travel.

Our executive officers are entitled to four weekatation, other than Mr. Hernandez who is entittedix weeks, and are eligible to participate
in all of our U.S. employee benefit plans, in eaake on the same basis as other U.S. employeewarkat least 20 hours per week. These
benefits include health and dental insurance glifé disability insurance, and a 401(k) plan. Wecm&0% of the employee contributions to
401(K) plan up to a maximum of 6% of the partidipgtemployee’s annual salary, resulting in a maximmaompany match of 3% of the
participating employee’s annual salary, subjecetain additional statutory age-based dollar Btnins. Our employee stock purchase plan
allows participants to purchase shares of our comshack at a 15% discount from the fair market gadfiour common stock at the end of the
applicable offering period. However, as of March 2813 we suspended participation in our employeekgpurchase plan as a result of the
restatement of our financial statements and owydeh financial reporting.

Non-Qualified Deferred Compensation
Historically, our executive officers, along withrdd.S.based vice presidents and members of our boarilesftors, were eligible to participa
in a non-qualified deferred compensation plan, Whie established to provide participants with thpartunity to defer the receipt of up to
60% of their base salary and all or a portion efrtbonuses or director’s fees, as applicable. {fABexember 31, 2013, we had an obligation of
$1.3 million under the plan. None of our NEOs maptted in our nomualified deferred compensation plan in 2012 or2@lso, in 2013, du
to the restatement process, we did not offer arguoemployees or directors the opportunity toipguate in the deferred compensation plar
2014.

EMPLOYMENT AND SEVERANCE AGREEMENTS WITH OUR NEOs
Employment Agreement and Offer Letters with Current NEOs

Mr. Hernandezs Employment Agreement

Our board of directors appointed Mr. HernandezwasRoesident and CEO on February 11, 2013 in cdramewith the departure of our former
President and CEO. In connection with his appoimntiyr. Hernandez and the company entered intongsi@yment agreement.

Term.The agreement has a term of five years and witiraatically renew for one-year periods so long athaethe company nor Mr.
Hernandez provides 180 days’ prior written noti€entent to terminate. The term of the agreemeffitaiso be extended for an additional 12
months in the event of a change in control of t@gany or a potential change in control of the canypoccurring within 12 months prior to
the end of the then-current term.

Base Salary and BonuMr. Hernandez's initial annual base salary wasat8650,000 with an annual target cash bonus lefiat 100% of his
annual base salary (up to a maximum of 200% of alnmase salary). In addition, as part of his negeti compensation package, Mr.
Hernandez was paid a one-time signing bonus of $885and a relocation bonus of $365,000 for relonand transition expenses. The
agreement provided that Mr. Hernandez would hadetbaepay the signing bonus to the company inifulhe event that he had been
terminated for cause or resigned without good mnegsmr to February 11, 2014. In February 2014,ahimpensation committee increased Mr.
Hernandez’'s base salary to $700,000 and in MartH,20e compensation committee adjusted his taagt bonus for 2014 to 125% of his
base salary and his maximum bonus amount for 204d times the target bonus.
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Long-Term Incentive Equity Awardsvir. Hernandez's employment agreement also indulde following long-term incentive equity awards:

* Aninitial stock option grant of 100,000 optioftggant date valuation of approximately $0.3 milliavith time-based vesting over
four years in 6.25% installments every three magnths

e Aninitial restricted stock unit grant of 100@8hares of our common stock (grant date valuati&®0.8 million) with time-based
vesting, with 25% on the first anniversary of ttegedof grant and 6.25% vesting every three mordeafter; and

e An initial stock option grant of 625,000 optioftggant date valuation of approximately $2.1 miilipvesting based upon
improvement in the company’s Return on Equity, @R in calendar year periods, commencing with aideryear 2013
compared to the baseline set for December 31, 2012.

Other Benefits Mr. Hernandez is entitled to the use of our cos@apartment near our offices in California fasiness related purposes.

Severance The agreement provides that if Mr. Hernandez’plegment is terminated by the company without caarsey him for good reason
other than in connection with a change in contfdhe company, he will, subject to signing a reéeds entitled to receive, in addition to any
unpaid salary, benefits and bonus earned for theegling year, (i) 12 months base salary (paidiimmg sum), (ii) a bonus equal to 100% pli
pro-rated percentage (based on days elapsed autrent year) of the greater of his highest anmgdntive bonus for the prior two years or
100% of his base salary, (iii) an amount equal&@% of the company’s portion of the executive’s G¥Bpremiums for up to 12 months, and
(iv) outplacement services. In addition, any tineesdd vesting equity awards held by the Mr. Hernandk vest as to an additional number of
shares equal to the number of shares that woule begn vested as of the end of the 12-month péoilmiving the date of termination. Mr.
Hernandez will also generally be entitled to exa@ny options for up to12 months after the tertionaof his employment.

The agreement also provides that if Mr. Hernandeaiployment is terminated by the company withouwtseaor by him for good reason within
12 months after a change in control of the compamguring a potential change in control period, Mernandez will, subject to signing a
release, be entitled to receive, in addition to angaid salary, benefits and bonus earned for tbeeging year (i) 18 months base salary (paid
in a lump sum), (ii) a bonus equal to 2.5 timesgwpro-rated percentage (based on days elapsieel then current year) of the greater of his
highest annual incentive bonus for the prior twargeor 100% of his base salary, (iii) an amountétmu167% of the company’s portion of the
executive’'s COBRA premiums for up to eighteen men#nd (iv) outplacement services. In additionpatstanding options and other equity
awards held by Mr. Hernandez will vest in full, avid. Hernandez will generally be entitled to exeecany options for up to 18 months after
the termination of his employment. In the evenhisfdeath or disability, Mr. Hernandez will be detl to 12 months’ base salary and his time:
based vesting awards will vest as to an additionaiber of shares equal to the number of sharesvidt! have been vested as of the end of
the 12-month period following the date of terminatiln addition, Mr. Hernandez would be eligible éopro-rated portion of any performance-
based vesting awards that have not vested, detedniased on the company’s actual performance thrthegend of the performance period.
The receipt of severance benefits is conditionetherexecutive or his estate signing a releaséaohs against the company.

Nor-compete Mr. Hernandez is subject to a non-competitiorigailon extending for either one or 1.5 years dftertermination of Mr.
Hernandez's employment, depending upon the circamests of his termination.

Mr. Fredericks Employment Agreement

In connection with Mr. Frederick’s appointment as €hief of Staff in February 2013, Mr. Frederigidahe company entered into an
employment agreement, which was updated in Apiii®td reflect his new duties as our Executive \Recesident, Chief Financial Officer and
Chief Administrative Officer.

Term.The agreement has a term of five years and witiraatically renew for one-year periods so long agaethe company nor Mr.
Frederick provides 180 days’ prior written notidérdgent to terminate. The term of the agreemetitaléo be extended for an additional 12
months in the event of a change in control of t@gany or a potential change in control of the canypoccurring within 12 months prior to
the end of the then-current term.

Base Salary and BonuMr. Frederick’s initial annual base salary wasate®425,000 with an annual target cash bonus lefat 100% of his
annual base salary (up to a maximum of 135% of alnpase salary). In addition, as part of his negeti compensation package, Mr. Frederic
was paid a one-time signing bonus in lieu of rei,mbment of relocation expenses of $200,000. Theeagent provided that Mr. Frederick
would have had to repay the signing bonus to timepamy in full in the
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event that he had been terminated for cause @mediwithout good reason prior to February 11, 20iMarch 2014, the compensation
committee adjusted Mr. Frederick’s maximum cashusdior 2014 to two times the target bonus.

Long-Term Incentive Equity Awardsvir. Frederick’'s employment agreement also inctutthe following long-term incentive equity awards:

« An initial stock option grant of 65,000 optioftgant date valuation of approximately $0.2 milliavith time-based vesting over
four years in 6.25% installments every three magnths

* Aninitial restricted stock unit grant of 65,08Bares of Avid common stock (grant date valuadib®0.5 million) with time-based
vesting, with 25% on the first anniversary of ttegedof grant and 6.25% vesting every three motbieafter;

« An initial stock option grant of 400,000 optioftggant date valuation of approximately $1.3 miilipvesting based upon
improvement in the company's Return on Equity, OERin calendar year periods, commencing with aderyear 2013
compared to the baseline set for December 31, 2012.

Other Benefits Mr. Frederick is entitled to an annual travel &odising allowance of up to $134,050 subject tonabtax withholding.

Severance The agreement provides that if Mr. Frederick’ptayment is terminated by the company without caardey the executive for

good reason other than in connection with a chamgentrol of the company, he will, subject to signa release, be entitled to receive, in
addition to any unpaid salary, benefits and boraused for the preceding year, (i) 12 months bakeysgpaid in a lump sum), (ii) a bonus
equal to 100% plus a pro-rated percentage (baseddymelapsed in the current year) of the gredtbischighest annual incentive bonus for the
prior two years or 100% of his base salary, (iii)aanount equal to 167% of the company’s portiothefexecutive’s COBRA premiums for up
to 12 months, and (iv) outplacement services. bitamh, any time-based vesting equity awards heglthie Mr. Frederick will vest as to an
additional number of shares equal to the numbshafes that would have been vested as of the ethé a2-month period following the date
of termination. Mr. Frederick will also generallg entitled to exercise any options for twelve merafter the termination of his employment.

The agreement also provides that if Mr. Frederiekigployment is terminated by the company withoutseaor by him for good reason within
12 months after a change in control of the compamguring a potential change in control period, Mrederick will, subject to signing a
release, be entitled to receive, in addition to angaid salary, benefits and bonus earned for tbeeging year (i) 18 months base salary (in a
lump sum), (ii) a bonus equal to 2.5 times plusarated percentage (based on days elapsed inghectirrent year) of the greater of his
highest annual incentive bonus for the prior twargeor 100% of his base salary, (iii) an amountétmu167% of the company’s portion of the
executive’'s COBRA premiums for up to eighteen men#nd (iv) outplacement services. In additionpatstanding options and other equity
awards held by Mr. Frederick will vest in full, ait. Frederick will generally be entitled to exeseiany options for up to 18 months after the
termination of his employment. In the event ofdiésith or disability, Mr. Frederick will be entitlénl 12 months’ base salary and his tibeesec
vesting awards will vest as to an additional nundfeshares equal to the number of shares that wraid been vested as of the end of the 12
month period following the date of termination.dddition, Mr. Frederick would be eligible for a prated portion of any performance-based
vesting awards that have not vested, determineelbas the company’s actual performance througtetioeof the performance period. The
receipt of severance benefits is conditioned orettezutive or his estate signing a release of daigainst the company.

Nor-compete Mr. Frederick is subject to a non-competitionigation extending for either one or 1.5 years aftertermination of Mr.
Frederick’s employment, depending upon the circamss of his termination.

Mr. Gahagais Employment Agreement

Term. The original three year term of Mr. Gahagan’s lEyment agreement expired July 21, 2012, after witicontinues to be automatically
renewed for one-year periods so long as neithecdhgpany nor Mr. Gahagan provides 180 day®r written notice of intent to terminate. T
term of the agreement will also be extended foadditional 12 months in the event of a change itrob of the company or a potential change
in control of the company occurring within 12 masirior to the end of the then-current term.

Bonus.The agreement provides that Mr. Gahagan’s anntggttaash bonus is at least 100% of his annual $slaey (up to a maximum of

135% of annual base salary). In March 2014, thepsoreation committee adjusted Mr. Gahagan’s maximash bonus for 2014 to two times
the target bonus.
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SeveranceThe agreement provides that if Mr. Gahagan’s emplayt is terminated by the company without caudgydhe executive for good
reason other than in connection with a change imrobof the company, he will, subject to signingebease, be entitled to receive, in additic
any unpaid salary, benefits and bonus earned éoptteceding year, (i) 12 months base salary (paétcordance with the company’s payroll
practices), (ii) a bonus equal to the pro-ratedipomf his target bonus multiplied by the actulampayout factor, provided that such bonuses
are paid to executives who remain employed by tmpany, (iii) an amount equal to 167% of the conypaportion of the executive’s

COBRA premiums for up to 12 months, and (iv) outplaent services. In addition, any time-based vg&duity awards held by the Mr.
Gahagan will vest as to an additional number ofeshaqual to the number of shares that would haea kested as of the end of the 12-montf
period following the date of termination. Mr. Gahagwill also generally be entitled to exercise aptions for up to 12 months after the
termination of his employment.

The agreement also provides that if Mr. Gahagamigleyment is terminated by the company without eanrsby him for good reason within
12 months after a change in control of the comparuring a potential change in control period, Mahagan will, subject to signing a rele.
be entitled to receive, in addition to any unpaithgy, benefits and bonus earned for the precegkag (i) 18 months base salary (paid in
accordance with the company’s payroll practicég)a(bonus equal to 1.5 times plus the pated percentage (based on days elapsed in th
current year) of the greater of his highest anina@ntive bonus for the prior two years or 100%isfbase salary, (iii) an amount equal to
167% of the company’s portion of the executive’sBRA premiums for up to eighteen months, and (ivptacement services. In addition, all
outstanding options and other equity awards heltfhyGahagan will vest in full, and Mr. Gahaganlwinerally be entitled to exercise any
options for up to 18 months after the terminatibhie employment. In the event of his death or biigs, Mr. Gahagan will be entitled to 12
months’ base salary and his time-based vestingdsnaill vest as to an additional number of sharpsaéto the number of shares that would
have been vested as of the end of the 12-monthg#ilowing the date of termination. All perform@abased vesting awards that have not
vested as of such Date of Termination shall be=fta€l as of such date. The receipt of severancefiteis conditioned on the executive or his
estate signing a release of claims against the anynp

Nor-compete Mr. Gahagan is subject to a non-competition atlan extending for either one or 1.5 years aftertermination of Mr.
Gahagan’s employment, depending upon the circurossaof his termination.

Offer Letters with our Other Current Executive Ofis

The employment terms of our other current execuiifieers are governed by offer letters, which gafig provide for the executive’s salary,
sign on bonus, if any, bonus eligibility, initiad @ity awards, and other benefits. The offer lettds® provide that if the executige&gmploymen
is terminated without cause (as defined in therdétter), the executive, subject to signing aaskeof claims against the company, will be
entitled to receive, in addition to any unpaid saknd benefits an amount equal to (i) six or tweatvonths base salary, (ii) pro-rated annual
incentive bonus for the year in which the termioatbccurs, provided that such bonuses are paithey officers who remained employed by
the company, and (iii) comparable benefits foraitwelve months following the termination datette event of a termination by the comp
without cause within 12 months after a change imtrd of the company, the executive is entitleétoadditional 6 months of base pay and
vesting of 25% of any unvested equity awards. Ttezetive is subject to a non-competition obligatiotiending for either one or 1.5 years
after the termination of his or her employment, efeping upon the circumstances of his or her tertiina

Please seeExecutive Compensation Tables - Severance Behéditsurrent values of the severance benefits joled to our current NEOSs.
Severance Agreements with and Severance BenefitsoRided to our Former NEOs

Mr. Greenfields Separation Agreement.

In connection with Mr. Greenfield'resignation as our President and CEO, Mr. Grelehéind the company entered into a separation iagmet
dated as of February 6, 2013. Pursuant to the agparmgreement and in accordance with the terrhésadmployment agreement, Mr.
Greenfield received (following his execution ofederase of claims), the following severance benéjitgayment of his accrued benefits, (ii)
salary continuation for 13 months (including onenttain lieu of notice) in the aggregate amount b0%4,000, (iii) a payment in respect of a
termination bonus of $1,123,200, (iv) payment ispect of COBRA premiums and (v) thirteen monthstaafdhl vesting on his outstanding
time-vesting equity awards. Under his agreements Gvieenfield was also entitled to outplacementises. All other unvested equity awards
were forfeited upon Mr. Greenfield’s separatiomirthe Company. The agreement also provided thaGvienfield remained eligible for his
annual incentive bonus for the fiscal year 2012adoordance with Mr. Greenfield’s agreement, thepensation committee determined to pay
Mr. Greenfield his annual incentive bonus for tisedl year 2012 following the completion of thetaésment and filing of this Form
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10-K. See “Analysis of 2013 and 2012 Executive Compensatiaisio|ms and Actions - Annual Performance-Based Qashrds.”

Mr. Sextonis Consulting and Separation Agreement.

On April 22, 2013, the company and Mr. Sexton exdénto a consulting and separation agreementuBntso the agreement, Mr. Sexton
continued to provide transition services to the pany as a consultant until September 30, 2013 foomthly consulting fee of $15,000.
Pursuant to the separation agreement and in acu®deith the terms of his employment agreement,3éxton received (following his
execution of a release of claims), the followingesance benefits (i) payment of his accrued andighgalary and benefits, (ii) salary
continuation for 13 months (including one monthiéu of notice) in the aggregate amount of $433,3®3 payment in respect of COBRA
premiums for 13 months, (iv) outplacement servie@sl (v) 13 months additional vesting on his tinesting equity awards that were unvested
as of April 22, 2013. All other unvested equity assawere be forfeited on April 22, 2013. The agreptralso provided that Mr. Sexton
remained eligible for his annual incentive bonustfe fiscal year 2012 and a pro-rated annual boraentive award for 2013. In accordance
with Mr. Sextons agreement, the compensation committee deternngaly Mr. Sexton his annual incentive bonus ferfiacal year 2012 ar
2013 (pro-rated) following the completion of theteement and filing of this Form 10-K. Sedrfalysis of 2013 and 2012 Executive
Compensation Decisions and Actions - Annual Perforte-Based Cash Awards.

Severance Benefits Provided to our other Former iEO

Each of our other former NEOs who departed the @mpgluring fiscal year 2012 (Ms. Arnold and Mr. \dedl and during fiscal year 2013
(Mr. Lawrence) received severance in accordande thvégir employment agreements, following their extjwe execution of a release, i.e. (i)
payment of accrued and unpaid salary and bengfjtd2 months base salary, (iii) payment in respgcCOBRA premiums, (iv) outplacement
services and (v) 12 months additional vestingroktivested equity awards that were unvested asofdbparture date. The former NEOs were
also entitled to bonus payments for the year piliagettie termination if not yet paid and the yeanitiiermination, pro-rated as applicable, if
bonus payments were made to executives who remametbyed by the company. In accordance with this,compensation committee made
bonus payments to each of Messrs. Lawrence andavadd Ms. Arnold when bonus payments under theutixedncentive plan for 2012
were paid to the executives who remained employaasband determined to pay Mr. Lawrence his pteerannual incentive bonus for the
fiscal year 2013 following the completion of thetatement and filing of this Form 10-K. SeArfalysis of 2013 and 2012 Executive
Compensation Decisions and Actions - Annual Perforte-Based Cash Awards.

The unvested portions of their restricted stock stodk options were forfeited and the had the riglexercise any vested options for a period
of 12 months from their termination date.

STOCK OWNERSHIP REQUIREMENTS

Under our stock ownership guidelines, our executiffieers are expected to hold our common stocknirmamount at least equal to a multiple of
their base salary as determined by their posifite. guidelines range from one times base salargdidain of our executive officers to three
times base salary for our CEO, and our executifieass are expected to comply with them within fixears. For purposes of these guidelines,
stock ownership includes restricted stock andimstt stock units, but does not include unexerctggibns. As of July 2014, only one of our
NEOs has been subject to the requirement for faars. Such officer has held stock granted to hithérform of restricted stock during t
period of his service as an executive officer, attdined 85% of the guidelines. As we suspendegi@atice of making annual restricted stock
grants in 2013 and 2014 up to the date of thegfitihthis Form 10K to any of our executive officersother employees and because our
executive officers were restricted from making opsarket acquisitions of our common stock duringréstatement period, our compensation
committee exercised its authority to waive the lstm@nership requirement for this NEO until the néixte the Company makes RSU grants to
its executives.

TAX AND ACCOUNTING CONSIDERATIONS
In structuring our executive compensation prograsus,compensation committee takes into accounintipact of various tax and accounting

rules, including the impact of Section 409A, Set@80G and Section 162(m) of the Code, as well@énting Standards Codification (AS
Topic 718.
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In particular, section 162(m) places a limit of (810,000 per person on the amount of compensatairatpublic company may deduct in any
year with respect to its chief executive officeddhe three most highly compensated NEOs employddéocompany at the end of the y
(other than the company’s chief financial officédpwever, some forms of performance-based compensate excluded from the $1,000,000
deduction limit if certain requirements are metr @ompensation committee has not adopted a padigyiring all executive compensation tc
fully deductible. However, our compensation comegtteviews the potential impact of section 162 (er)qulically and, if consistent with its
goals of sustained profitability and creation afdeterm stockholder value, may seek to structuszetive officer compensation to allow
deductions under section 162(m). Our compensatomuttee reserves the right to use its judgmeautborize compensation payments that
may be subject to the section 162(m) limitation witdelieves these payments are appropriate.

Salaries and time-based restricted stock awardsuioNEOs generally do not qualify as performahased compensation, but stock options
generally intended to qualify as deductible perfance-based compensation. Other compensation vailifgas performance-based
compensation in some casesd.,certain performance-based restricted stock andatest stock units), but not in all cases. For eglem
payments under our annual incentive plan and reatiedibonus program, and discretionary bonusepdst performance, generally will not
qualify for the performance-based exemption. Neithe company nor the compensation committee wesrthat any compensation payable to
an executive or other employee will be deductible.

COMPENSATION COMMITTEE REPORT

The compensation committee consists of three nquiegrae directors: Robert M. Bakish, Elizabeth Mlé&yaand David B. Mullen, each of
whom is independent under NASDAQ listing standafd® compensation committee has certain dutiepaners as described in its charter
adopted by the board of directors. A copy of thartdr can be accessed from the corporate govermayein the investor relations section of
the company’s website at www.avid.com.

The compensation committee has reviewed and disdugith management the disclosures contained ing@osation Discussion and Analy
Based on this review and discussion, the compemsatimmittee recommended to our board of diredtasthe section entitled Compensatior
Discussion and Analysis be included in this report.

Compensation Committee
Robert M. BakishChair

Elizabeth M. Daley
David B. Mullen
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COMPENSATION TABLES

Summary Compensation Table

The following table presents information regardomgnpensation of each of the NEOs for services meadduring 2013, 2012 and 2011. A
description of our compensation policies and pcastias well as a description of the componentsmipensation payable to our named
executive officers is included above under “Compéing Discussion and Analysis.”

Stock Option Non-Equity All Other
Awards (2) Awards (3) Incentive Plan Compensation

Name and Principal Position Year Salary Bonus (1) (20) (20) Compensation (4) (5) Total
Current NEOs
Louis Hernandez, Jr.(6) 2013 $562,50C $435,00C $786,00( $2,418,62: $637,00( $389,89( $5,229,01¢
President and Chief Executive
Officer
John W. Frederick (6) 2013 $367,78¢ $150,00C $510,90C $1,551,23: $416,50( $166,531 $3,162,95:
Executive Vice President,
Chief Financial Officer and
Chief Administrative Officer
Christopher C. Gahaga&enior 2013 $412,00( — — — $403,76( $1,393  $817,15:
\S/'Clet,PfeS'dem of Products anbp12  $412,00¢ —  $351,00C  $609,84( $117,17¢ $1,392  $1,491,40¢

olutions 2011 $400,00C — $946,47F — $186,19: $1,17C $1,533,83;
Jeff Rosica (6) 2013 $360,577 — $153,00C $327,57¢ $361,45¢ $274,42( $1,477,03(
Senior Vice President of
Worldwide Field Operations
Jason A. Duva (7) 2013 $259,53¢ — — — $127,40C $8,203 $395,141
Vice President, General 2012 $240,00( — $234,00C $262,45( $23,15C $7,964 $767,56¢
Counsel and Corporate
Secretary
Former NEOs
Gary G. Greenfield 2013  $129,60( — — — — $2,297,71. $2,427,31.
Former_Chairmar!, Presi_dent 2012 $936,00( —  $1,170,00C $1,979,95: $144,51¢ $16,90z $4,247,37.
and Chief Executive Officer 2011 $936,00¢ —  $3,507,52¢ — $398,24¢ $13,154 $4,854,92"
Kenneth A. Sexton 2013 $132,30¢ — — — — $814,562 $946,871
Former Executive Vice 2012 $400,00( — $468,00C $625,24¢ $132,16( $172,90: $1,798,31:
President, Chief Financial
Officer and Chief 2011  $400,00( —  $1,670,25( — $158,192 $171,78¢ $2,400,22¢
Administrative Officer
Kirk E. Arnold (8)
Former Executive Vice 2012 $382,84¢ — $585,00C $1,082,04: $56,742 $730,28¢ $2,836,91¢
President and Chief Operatin
Offioat Perdifaoi1 $630,00¢ —  $2,950,77¢ — $268,051 $9,144 $3,857,97(
Glover H. Lawrence (9) 2013 $140,67¢ — — — — $410,72¢  $551,40:
EOfmef \t/'CS Pfels'dent ?f 2012 $272,95( — $87,75C  $156,31: $58,032 $8,171  $583,21F

orporate bevelopmen 2011 $265,00( —  $167,02¢  $167,02¢ $79,50( $7.647  $686,197
James M. Vedda (8)
Former Se_nior Vice President 2012 $312,81: — $234,00C  $260,52( $47,37¢ $376,13( $1,230,84:
of Worldwide Sales 2011  $295,00( —  $333,72%  $562,48: $129,84( $1,78C $1,322,82;

*Bonus: The amounts shown reflect a sign-on bonus fordveddernandez and Frederick.

*Stock AwardsThese amounts do not reflect actual value realigeithe NEO. These amounts represent the aggregatedate fair value of stock awards, all of whigtre
calculated in accordance with Financial Accountitgndards Board (FASB) ASC Topic 718pmpensation-Stock Compensatidrhis column was prepared assuming none ¢
awards will be forfeited. The amounts were cal@das described in Note M, “Capital Stock,” of audited financial statements in our Annual ReporfForm 10-K for the year
ended December 31, 2013. A portion of the shardsrlying each stock award reflected in this colurasts over
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time and the balance of such shares vests pursuamierformance-based schedule tied to (i) bottstmek price and our annual return on equity,afiihual return on equity or
operating margin, or (iii) improvement in annuébre on equity (please see the tables below “Onditg Grants at 2013 and 2012 Fiscal Year Eodtetails on the performan
vesting). The fair value of the shares underlyirsgiogk award that vests based on time was calcuteteed on their intrinsic value at the time ohgirahe fair value of the shares
underlying a stock award that vests based on ameaice basis tied to our profitability was caltedbased on their intrinsic value at the timerahg The fair value of the sha
underlying a stock award that vests pursuant erfopnance-based schedule tied to our stock poiceur annual return on equity was calculated ubit) a Monte Carlo
simulation and the intrinsic value and the higheuation was used. The amounts reflected abovesept the maximum fair value of the performancet@®rtion of such
awards as of the date of grant, assuming payow teevccur based on the achievement of maximunogesce.

*Option AwardsThese amounts do not reflect actual value realigettie NEO. These amounts represent the aggregatedate fair value of options granted as wethas
incremental fair value of certain options previgugtanted to Mr. Gahagan and Ms. Arnold that wegelified in 2012, all of which were calculated ircacdance with FASB ASC
Topic 718. The incremental fair values for the opsi that were modified were as follows: Mr. Gaha@®8,800 and Ms. Arnold: $39,961. These optiortscivoriginally were to
vest solely based on our stock price, were modifiealso vest based on the achievement of annuahren equity targets. For a summary of the vgstiithe modified options,
see footnote 13 to the table entitled “Outstandipgions as of December 31, 2012This column was prepared assuming none of thempivill be forfeited. The amounts were
calculated as described in Note M, “Capital Stocif,bur audited financial statements in our AnriReport on Form 10-K for the year ended Decembe2B313. A portion of the
shares underlying each option award reflectedisyablumn vests over time and the balance of shahes vests pursuant to a performance-based sehéstuito (i) both our stock
price and our annual return on equity, (ii) anme&lirn on equity or operating margin, or (iii) aahteturn on equity. The fair value of the shanedarlying an option award that
vest based on time was calculated using the Blatiol8s option pricing model. The fair value of ieares underlying an option award that vest putsdoam performance-based
schedule tied to our stock price was calculatedgugiMonte Carlo simulation. The fair value of fimares underlying an option award that vest putdoam performance-based
schedule tied to our stock price and the otheroperdnce metrics was calculated using both a MoateGimulation and the Black-Scholes option pdamodel and the higher
valuation was used. In all cases, the amountsctefleabove represent the maximum fair value optiréormance-based portion of such options as ofi#te of grant, assuming
payout were to occur based on the achievement xifmian performance, except with respect to the ostitnat vest based on a performance-based schastlite our stock price
and the incremental improvement in our annual retur equity over a base year amount.

*Non-equity Incentive Plan Compensatiditese amounts were paid pursuant to the termsrahaecutive bonus plans for 2013, 2012 and 201daRummary of how bonuses
were calculated under these bonus plans, gemlysis of 2013 and 2012 Executive Compensatiaisidas and Actions - Annual Performance-Based QGagards.”

*All Other Compensatiorincludes the following for each of the NEOs:

Imputed
Commuter Company Income for
Relocation Reimbursement Allowance Matchon  Group Term
Name Year Benefit(a) for Taxes(b) Lodging(c) (d) 401(k) Life Insurance  Other(e)
Current NEOs
Louis Hernandez, Jr. 2013 $365,00C — — — $4,500 $1,71¢ $18,671
John W. Frederick 2013 $50,00C — $51,70€ $63,00(C — $1,823 —
Christopher C. Gahagan 2013 — — — — — $1,393 —
2012 — — — — — $1,393 —
2011 — — — — — $1,170 —
Jeff Rosica 2013 $173,131 $99,47¢ — — — $1,815 —
Jason A. Duva 2013 — — — — $7,650 $553 —
2012 — — — — $7,500 $464 —
Former NEOs
Gary G. Greenfield 2013 — — — — $1,296 $1,627 $2,294,78¢
2012 — — — — $7,500 $9,402 —
2011 — — — — $7,350 $3,354 $2,45C
Kenneth A. Sexton 2013 — $5,383 $20,59¢ $24,00( $3,96¢ $1,48¢ $759,127
2012 — $21,733 $67,80(C $72,00C $7,50C $3,87C —
2011 — $24,82C $62,05(C $72,00(C $7,35C $3,483 $2,081
Kirk E. Arnold 2012 — — — — $7,286 $2,055  $720,94¢
2011 — — — — $7,350 $1,794 —
Glover H. Lawrence 2013 — — — — $4,220 $498  $406,01(
2012 — — — — $7,286 $885 —
2011 — — — — $7,071 $576 —
James M. Vedda 2012 — — — — $7,500 $1,02C  $367,61(
2011 — — — — $325 $955 —

(a) Pursuant to their employment agreements or tfeers, Messrs. Hernandez, Frederick and Re&sich received a one-time relocation bonus of $8365 $50,000
and $173,131, respectively when they joined ourpaomy in early 2013.

(b) These amounts represent tax reimbursementdMth&osica received in connection with his relamaexpense reimbursement and Mr. Sexton received i
connection with his lodging expense reimbursement.

(c) Pursuant to the terms of Mr. Frederick’'s emplent agreement, Mr. Frederick is entitled to aruahallowance of $62,050 for the purpose of obtgjrand
maintaining a residence in the Greater Boston &feaSexton’s agreement also provided for reimboneset of lodging expenses.
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(d) Pursuant to the terms of Mr. Fredergkmployment agreement, Mr. Frederick is entitted monthly allowance for travel and living expene&$6,000. Mr. Sextc
was also under his employment agreement paid ewatice of $6,000 per month for commuting expensasried traveling to and from his home in Ohio and
company's office locations.
(e) Mr. Hernandez This represents payment to Mr. Hernandez as tsideudirector until his appointment as Presidedt @EO in February 2013 in the amount of
$18,671. Payments to Mr. Hernandez as an outsidetdi for 2012 and 2011 are detailed undBiréctor Compensatiori.
Mr. Greenfield:In connection with Mr. Greenfield’s departure irbReary 2013, he received severance payments irdaroce with the terms of his employment
agreement as follows: (i) $1,014,000 as 13 monttticoed base salary, (ii) $1,123,200 as separatows, (iii) $30,000 as continued benefit payond @v) $108,000
for accrued unpaid vacation. Following his departamd until May 2013, he continued to serve onboard of directors and received fees in the tatedunt of $19,58
as an outside director.
Mr. Sexton In connection with Mr. Sexton’s departure in A2013, he received severance payments in accoedaitic the terms of his employment agreement as
follows: (i) $433,333 as 13 month continued basarga(ii) $30,000 as continued benefit payout) $88,461 for accrued unpaid vacation, and (iV§,800 in the value
of outplacement services. In addition, in accoréanith his employment and severance agreementgnhaned eligible to receive a pro-rated bonus pagb
$163,333 under the executive bonus plan for 201actordance with the agreements and as detertynése: compensation committee, such payments withade to
Mr. Sexton following the completion of the restatarhand the filing of this Form 10-K. In additidre received $79,000 as fees for consulting serpoasded
following his departure through September 2013citoadance with his separation agreement.
Mr. Lawrence:ln connection with Mr. Lawrence’departure in June 2013, he received severanoegmay in accordance with the terms of his employragreement ¢
follows: (i) $272,950 as 12 month continued basarga(ii) $19,159 as continued benefit payout) §25,632 for accrued unpaid vacation, and (ivQ,800 in the value
of outplacement services. In addition, in accoréanith his employment agreement, he remained dédigdoreceive a pro-rated bonus payout of $78,2&Ruthe
executive bonus plan for 2013. In accordance \highagreements and as determined by the compensatiomittee, such payments will be made to Mr. Lawwee
following the completion of the restatement andfttiveg of this Form 10-K.
Ms. Arnold: In connection with Ms. Arnold’s departure in J2912, she received severance payments in accadéticthe terms of her employment agreement as
follows: (i) $630,000 as 12 month continued basarga(ii) $ 30,367 as continued benefit payout &) $60,077 for accrued unpaid vacation.
Mr. Vedda: In connection with Mr. Vedda’s departure in Nov®m 2012, he received severance payments in acmeaeth the terms of his employment agreement a
follows: (i) $334,750 continued 12 month base sal@i) $1,437 as continued benefit payout, anl §81,423 for accrued unpaid vacation.
2011: The payments in 2011 represent the amount wefpa@hnual physicals for each executive officer.
*Messrs. Hernandez and Frederick joined our compaRgbruary 2013, and Mr. Rosica joined our comganjanuary 2013.
"Mr. Duva was not a NEO for fiscal year 2011.
®Ms. Arnold employment with the company ended onuésid, 2012 and Mr. Vedda’s November 2012.
°Mr. Lawrence left the company in June 2013.
“Mr. Greenfield:In connection with Mr. Greenfield’s departure fréine company in 2013, time-based equity awardsvibatd have vested within 13 months from his departu
were accelerated, and all other time-based equityds and unvested performance equity awards wefieited effective February 11, 2013.
Mr. Sextor: In connection with Mr. Sexton’s departure frore tompany in 2013, time-based equity awards thatdumave vested within 13 months from his deparueee
accelerated, and all other time-based equity anardsunvested performance equity awards were fed&ffective April 22, 2013.
Ms. Arnold:In connection with Ms. Arnold’s departure from tt@mpany in 2012, time-based equity awards that dvbalre vested within 12 months from her departierew
accelerated, all other time-based equity awarduamdsted performance equity awards were forfestésttive August 1, 2012.
Mr. Vedda: In connection with Mr. Vedda’'s departure from teenpany in 2012, time-based equity awards thatdvoave vested within 12 months from his departueee
accelerated, all other time-based equity awardsuamdsted performance equity awards were forfeifégttive November 30, 2012.
Mr. Lawrence: In connection with Mr. Lawrence’s departure frime company in 2013, timeased equity awards that would have vested withima&nths from his departure w
accelerated, and all other time-based equity awaeds forfeited effective June 27, 2013. All penfiancebased equity awards remain outstanding until angstetermination h:
been made with respect to those. As a result adi¢tesy in publishing our financial statements fecél years 2012, as of the date of filing of thism 10-K, the compensation
committee had not determined if any of the equitprals have vested based on financial performan281a.

Grants of Plan Based Awards for Fiscal Years 2013na 2012

The following table sets forth information regamgliall plan-based awards granted to our NEOs duhiadiscal years ended December 31,
2013 and 2012. All equity awards to our NEOs in28hd 2012 were granted under our Amended and teds2805 Stock Incentive Plan and
are also reported in the table entitl@dtstanding Equity Awards at 2013 Fiscal Year-ERor additional information regarding the equityda
non-equity incentive plan awards, please refen¢o‘tAnnual Performance-Based Cash Awardsid “Long-Term Equity Incentive
Compensatiosections undefnalysis of 2013 and 2012 Executive Compensatiaisioas and Actions
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Granted in 2013

) . All Other
Estimated Potential Payout Under ) Stock Al Other Option Exercise or ~ Grant Date
Non-Equity Incentive Plan Awards ~ Estimated Future Payouts Under  awards:  Awards: Number Base Price  Total Fair
1) Equity Incentive Plan Awards(2)  Number of ~ of Securities ~ of Option  Value of Stock
Approval ) . Shares of Underlying Awards and Option
Name GrantDate Date Ihreshold Target Maximum  Threshold Target Maximum giqck or Units Options ($/Sh) Awards (9)
Current
NEOs
Louis
Hernandez, N/A $130,00C $650,00C $1,300,00(
Jr.
2/11/2013  2/11/2013 625'(()3)0 $7.87  $2,089,32
2/11/2013  2/11/2013 100,000(6, $786,00C
2/11/2013 2/11/2013 100,000(7; $7.87 $329,30(
John W.
Frederick N/A $85,00C $425,00C $573,75(C
400,00C .
2/11/2013 2/11/2013 @) $7.87 $1,337,167
2/11/2013 2/11/2013 65,000(6) $510,90(
2/11/2013 2/11/2013 65,000(7; $7.87 $214,06¢
Christopher
C. Gahagan N/A $82,40C $412,00C $556,20C
Jeff Rosica N/A $75,00C $375,00C  $468,75C
1/7/2013  1/7/2013 10,000(4, $76,50C
1/7/2013  1/7/2013 10,000(6; $76,50C
1/7/2013  1/7/2013 63,000(5) $7.66 $207,50¢
1/7/2013  1/7/2013 37,000(8; $7.66 $120,06¢
Jason A.
Duva N/A $26,00C $130,00C  $162,50C
Former
NEOs(10)
Gary G. _ _ .
Greenfield
Kenneth A. . . .
Sexton
Glover H. o o .
Lawrence

(1) For 2013, these awards represent estimatedt@itpayouts under our Annual Incentive Progran2f@l3. Bonus awards under this plan are deternméasetie resu
of formulae contained in the plan, which are désatiin detail under Analysis of 2013 and 2012 Executive Compensatiaisi@as and Actions - Annual
Performance-Based Cash Awards.”

(2) The awards indicated in this column vest basedompany performance. There are no thresholdaaimum future payouts under these incentive plaards: As a
result of the delay in publishing our financialtstaents for fiscal years 2012 and 2013, as of #te df filing of this Form 10-K the compensatiomeuittee had not
determined the baseline for or vesting of such ds/hased on financial performance in fiscal yed2a6r 2013.

(3) The shares subject to this option vest on Bopaance-based schedule tied to our annual retuegaity. For a summary of the vesting schedule fise Long-Term
Equity Incentive Compensation-Performance-Basedrdsvaection of ourCompensation Discussion and Analysis

(4) The restricted stock units vest on a perforredmased schedule tied to both our annual retuegaity and operating margin. For a summary of #sting schedule,
see theLong-Term Equity Incentive Compensation-PerformaBased Awardssection of ourCompensation Discussion and Analysis

(5) The shares subject to this option vest on fopaance-based schedule tied to both our annuairein equity and operating margin. For a summaétkevesting
schedule, see theong-Term Equity Incentive Compensation-PerformaBased Awardssection of ourCompensation Discussion and Analysis

(6) The restricted stock units vest on a time-basbedule as follows: 25% of the shares vest ofirfteanniversary of the grant and the remainiBgo#/est in equal
installments of 6.25% every three months thereafteling on the fourth anniversary of the grant date

(7) The shares subject to this time-based optieh aeer four years as follows: 6.25% installmemsrg quarter following the grant date ending onfthath
anniversary of the grant date.

(8) The shares subject to this time-based optish a follows: 25% of the shares vest on the dinstiversary of the grant date and the remaining V&8bsin equal
6.25% installments every quarter thereafter.

(9) These amounts do not reflect actual valuezedlby the NEO. These amounts represent the aggrggat date fair value of restricted stock uaitd options
granted to our NEOs in 2013, as computed in accoelaith FASB ASC Topic 718. For additional infotima on the valuation assumptions underlying tHeeaf
these awards, see Note A, “Business and SummaBigofficant Accounting Policies-Accounting for SkeBased Compensation,” to the consolidated findncia
statements in our Annual Report on Form 10-K feryhar ended December 31, 2013.

(10) Messrs. Greenfield, Sexton and Lawrence hadrtied the Company at the time the 2013 Annualnitve Program was approved. All bonus payments nade
them in connection with their departure are desctiin footnote 5 to the Summary Compensation Table.
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Granted in 2012

All Other
. . . Stock All Other
Estimated Potential Payouts Under  Estimated Future Payouts Awards:  Option Awards: Exercise or Grant Date
Non-Equity Incentive Plan Awards ~ Under Equity Incentive Plan Number of Number of Base Price  Total Fair
(1) Awards(2) Shares of Securities of Option  Value of Stock
Grant  Approval ) ) Stock or Underlying Awards and Option
Name Date Date Threshold Target Maximum Threshold Target Maximum Units (5) Options (6) ($/sh) Awards (7)
Current NEOs N/A
Christopher C. Gahagan N/A $82,40C $412,00C  $824,00C
15,000
2/24/2012 2/24/2012 (3) $175,50C
2/24/2012 2/24/2012 15,00( $175,50(
2/24/2012 2/24/2012 100,00¢ $521,04(C
Jason A. Duva N/A $52,00C $91,00C $182,00C
10,000
2/24/2012 2/24/2012 3) $117,00C
25,000
2/24/2012 2/24/2012 4) $132,19C
2/24/2012 2/24/2012 10,00( $117,00C
2/24/2012 2/24/2012 25,00( $130,26(
Former NEOs (8)
Gary G. Greenfield N/A $187,20C $936,00C $1,872,00(
50,000
2/24/2012 2/24/2012 3) $585,00C
2/24/2012 2/24/2012 50,00( $585,000
2/24/2012 2/24/2012 380,00( $1,979,95:
Kenneth A. Sexton N/A $80,00C $400,00C  $800,00C
20,000
2/24/2012 2/24/2012 (3) $234,00C
2/24/2012 2/24/2012 20,00( $234,00C
2/24/2012 2/24/2012 120,00 $625,24¢
Kirk E. Arnold N/A $126,00C $630,00C $1,260,00(
25,000
2/24/2012 2/24/2012 3) $292,500
2/24/2012 2/24/2012 25,00( $292,50C
2/24/2012 2/24/2012 200,00( $1,042,08(
James M. Vedda N/A $65,00C $325,00C $650,00C
10,000
2/24/2012 2/24/2012 (3) $117,00C
2/24/2012 2/24/2012 10,00( $117,00C
2/24/2012 2/24/2012 50,00( $260,52(
Glover H. Lawrence N/A $54,59C $272,95( $545,90C
3,750
2/24/2012 2/24/2012 3) $43,87¢
2/24/2012 2/24/2012 3,75( $43,87¢
2/24/2012 2/24/2012 30,00( $156,312

(1) For 2012, these awards represent estimatedt@itpayouts under our executive bonus plan fad22®onus awards under this plan are determinédeaesult of
formulae contained in the plan, which are describatktail in “Analysis of 2013 and 2012 Executive Compensatiaisioas and Actions - Annual PerformariBasec
Cash Awards.”

(2) The awards indicated in this column vest basedompany performance. There are no thresholdaaimum future payouts under these incentive plaards: As a
result of the delay in publishing our financialtstaents for fiscal years 2012 and 2013, as of #te df filing of this Form 10-K the compensatiomeuittee had not
determined if any of the equity awards have vebtetd on financial performance in fiscal year 26r2013.

(3) These restricted stock units vest pursuantgerformance-based schedule tied to both our amatiah on equity and operating margin. For a surgrofthe
vesting schedule, see th®ng-Term Equity Incentive Compensation-PerformeBased Awardssection of ourCompensation Discussion and Analysis

(4) The shares subject to this option vest on Bopaance-based schedule tied to both our annuairein equity and operating margin. For a summétgievesting
schedule, see theong-Term Equity Incentive Compensation-PerformaBased Awardssection of ourCompensation Discussion and Analysis

(5) These restricted stock units vest on a timethashedule as follows: 25% of the shares vedtefirst anniversary of the grant and the remaiiago vest in equal
installments of 6.25% every three months thereafteling on the fourth anniversary of the grant date

(6) The shares subject to this time-based optisha® follows: 25% of the shares vest on the dinstiversary of the grant date and the remaining V&8bin equal
6.25% installments every quarter thereafter.

(7) These amounts do not reflect actual valuezedlby the NEO or any incremental value of optiadifications (see footnote 3 to the Summary Comaims Table
for detail on the incremental value of option mamifions). These amounts represent the aggregate dgte fair value of restricted stock units aptioms granted to
our NEOs in 2012, as computed in accordance witBB-ASC Topic 718. For additional information on the
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valuation assumptions underlying the value of tteegards, see Note M, “Capital Stock,” to the comlsaéd financial statements in our Annual ReporEorm 10K for
the year ended December 31, 2013.

(8) Upon the executive’s departure from the compatiyunvested equity awards that were not accednaursuant to employment or severance agreements
forfeited, other than with respect to Mr. Lawrenatpse performance-based equity awards remainamalisig until a vesting determination has been métlerespect
to those. As a result of the delay in publishing fmancial statements for fiscal years 2012, athefdate of filing of this Form 10-K, the competisa committee had
not determined if any of the equity awards haveegbased on financial performance in 2012. Alteg®ptions that were not exercised within 12 meifémd within
13 months with respect to Messrs. Greenfield andoBg from the executive’s departure were canceled.

Outstanding Equity Awards at 2013 and 2012 Fiscal &ar End

The following tables set forth information regamglithe outstanding equity awards held by each oN&®s as of December 31, 2013 and as ¢
December 31, 2012.

Outstanding Option Awards as of December 31, 2013

Number of Securities Number of Securities Equity Incentive Plan Award: Option Option
Underlying Unexercised Underlying Unexercised ~ Number of Securities Underlying  Exercise Expiration
Name Options-Exercisable Options-Unexercisable (2) Unexercised Unearned Options(3)  Price Date
Current NEOs
Louis Hernandez, Jr. 10,000(4 $24.5¢  2/27/201¢
7,000 (4 $14.1¢ 5/28/201¢
7,000(4 $14.6¢ 5/4/2017
3,000(4 $16.5 6/10/201¢
3,000(4 $7.22 5/15/201¢
18,75( 81,250(5, 625,000(12 $7.87 2/11/202C
John W. Frederick 12,18¢ 52,812(6, 400,000(12 $7.87 2/11/202C
Christopher C. Gahagan 50,00( 150,000(13 $12.84 7121/201¢
43,75( 56,250(7, $11.71 2/24/201¢
Jeff Rosica 37,000(8 63,000(14 $7.66 1/7/202C
Jason A. Duva 3,50( $25.4€  12/17/2017
4,00( $13.41 6/15/201¢
3,20¢ 292(9) $17.04 4/15/2017%
4,00( 2,000(10 $22.05 4/1/201¢
10,93¢ 14,062(11 25,000(14 $11.71 2/24/201¢
Former NEOs(1)
Gary G. Greenfield 100,00( $25.4z  3/11/201¢
150,00( $13.9¢ 3/11/201¢
190,00 $11.71 3/11/201¢
Kenneth A. Sexton 50,00( $26.15  5/22/201¢
75,00( $13.9¢ 5/22/201¢
60,00( $11.71 5/22/201¢
Glover H. Lawrence 10,00( $23.1C 6/27/201<
20,00( $13.9¢ 6/27/201¢
16,87 $11.71 6/27/201¢

20,000(15  $23.1C  8/25/201¢
15,000(16  $23.1C  8/25/201¢

(1) Mr. Greenfield: Mr. Greenfield's employment terminated on Febyuddr, 2013. Pursuant to the terms of his exec@iaployment agreement, Mr. Greenfield
received an additional 13 months vesting on alétimased unvested restricted stock units that lteasedf February 11, 2013. All other unvested aygtithat he held
were forfeited and any vested unexercised optigpsed 13 months from his termination date.

Mr. Sexton:Mr. Sexton's employment terminated on April 22, 20Rursuant to the terms of his executive employragreement, Mr. Sexton received an additional 13
months vesting on all time-based unvested optioatstte held as of April 22, 2013. All other unvestptions that he held were forfeited and any vestexercised
options expired 13 months from this terminatioredat

Mr. Lawrence:Mr. Lawrence's employment terminated on June 2632Bursuant to the terms of his executive employragreement, Mr. Lawrence received an
additional 12 months vesting on all time-based stee options that he held as of June 26, 2013LMrrence’s performance-based equity
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awards remained outstanding until a vesting deteatiun has been made with respect to those. Asut & the delay in publishing our financial statmnts for fiscal
years 2012, as of the date of filing of this For@aKl, the compensation committee had not determiinaaly of the equity awards have vested basedranfial
performance in 2012. All other unvested options tteaheld were forfeited and any vested unexeragdidns expired 12 months from his terminatioredat

(2) Unvested timdsased options vest in full with respect to Meslernandez, Frederick and Gahagan, and as to 29%esgipect to Messrs. Rosica and Duva if, wi
twelve months following a change-in-control of @ampany, the NEO's employment is terminated by itisowt cause or with respect to Messrs. Hernarfeietierick
and Gahagan, they terminate their employment vatfougood reason.

(3) The options reported in this column are perfamoe-based options. These options are distingufsbedthe other options in this table because thiéyvest only if
the performance goals are achieved and will beraike forfeited. As a result of the delay in pshlihg our financial statements for fiscal years28ad 2013, as of
the date of filing of this Form 10-K the compensatcommittee had not determined if any of the gomitards have vested based on financial performiarftscal
years 2012 or 2013.

(4) These options granted to Mr. Hernandez weretgdaduring his term as an outside director.

(5) The shares subject to this option vest in equatterly installments of 6,250 shares beginnimd/ay 11, 2013. The most recent installment vestetay 11, 2014
and the last installment vests on February 11, 2017

(6) The shares subject to this option vest in equalterly installments of 4,062 shares beginnimg/ay 11, 2013. The most recent installment vestetay 11, 2014
and the last installment vests on February 11, 2017

(7) The shares subject to this option vest in equatterly installments of 6,250 shares. The mesgmt installment vested on May 24, 2014 and titaiatallment ves
on February 24, 2016.

(8) The shares subject to this option vest as¥d®5% of the shares vested on January 7, 201thamgmaining 75% vest in equal installments 26% shares every
quarter thereafter. The most recent installmertiedesn July 7, 2014 and the last installment vest3anuary 7, 2017.

(9) The shares subject to this option vest in emaithly installments of 73 shares. The last ihstaht vested on April 15, 2014.

(10) The shares subject to this option vest in bauomthly installments of 125 shares. The mostmegestallment vested on July 1, 2014 and theifessallment vests
on April 1, 2015.

(11) The shares subject to this option vest in bquarterly installments of 1,562 shares. The mesént installment vested on May 24, 2014 andakeihstallment
vests on February 24, 2016.

(12) The shares subject to this option vest onrfopeance-based schedule tied to our annual returequity compared to a 2012 baseline as follows:

ROE Percentage Point
Improvement in Calendar Percentage of
Year Compared to Baseline Options to Vest

14% 100%
12% 90%
10% 75%
8% 60%
6% 45%
4% 30%
2% 15%
0% —%

(13)The shares subject to this option vest on fopaance-based schedule based on annual returquity &argets and stock price targets as follows:
(a) the vesting of 33 1/3% of the shares underlyregoptions is tied to a stock price of $35 perrstor achievement of the below ROE targets, 3%1#3tied to a stoc
price of $50 per share or achievement of the b&Q¥ targets,

ROE Percentage Point % of ROE Shares
Improvement in Calendar Year To Vest
$35 / $50
15% 100%
13% 84%
11% 68%
9% 52%
7% 36%
5% 20%

(b) the vesting of 33 1/3% of the shares underlyiregoptions is tied to a stock price of $101.68gbrre or achievement of the below ROE targets @8eptember 3
2007 baseline.
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ROE % Point Improvement % of ROE Shares

Compared to Baseline To Vest
$101.68
14% 100%
12% 90%
10% 75%
8% 60%
6% 45%
4% 30%
2% 15%

(14) The shares subject to this option vest onrfopeance-based schedule tied to both our annuairen equity and operating margin as follows:

Annual
ROE Percentage Point Operating Percentage of Equity
Improvement in Calendar Year Equity Award to Vest Margin Award to Vest
15% 100% 10% 100%
13% 84% 7.5% 66.66%
11% 68% 5% 33.33%
9% 52%
7% 36%
5% 20%

(15) The shares subject to this option vest onrfopeancebased schedule based on annual return on equistseaind stock price targets as follows: the vgsifrb0%
of the shares underlying the options is tied ttoaksprice of $50.84 per share or achievement®ROE targets, 50% is tied to a stock price of #F@er share or
achievement of the ROE targets.

Percentage of

ROE Percentage Point Improvement Equity Award ROE Percentage Point Improvement
in Calendar Year ($50.84) to Vest in Calendar Year ($76.26)
10% 100% 15%
8.75% 75% 13.75%
7.50% 50% 12.50%
6.25% 35% 11.25%
5% 20% 10%

(16) The shares subject to this option vest baseaisiock price of $101.68 per share or achievewofahe ROE targets over a September 30, 2007 ihas#gscribed in
footnote 13(b) above.
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Outstanding Option Awards as of December 31, 2012

Equity Incentive Plan Award:

Number of Securities Number of Securities Number of Securities Option Option
Underlying Unexercised  Underlying Unexercised Underlying Unexercised Exercise  Expiration
Name (1) Options—Exercisable Options—Unexercisable (1) Unearned Options(2) Price Date
Current NEOs
Christopher C. Gahagan 40,62¢ 9,375(3) $12.84 7/21/2016
150,000(11 $12.84 7/21/2016
100,000(4 $11.71 2/24/2019
Jason A. Duva 3,500 $25.46  12/17/2017
3,500 500(5) $13.41  6/15/2016
2,333 1,167(6) $17.04  4/15/2017
2,500 3,500(7) $22.05 4/1/2018
25,000 (4 $11.71  2/24/2019

25,000(12 $11.71  2/24/2019

Former NEOs

Gary G. Greenfield 100,00C $25.42 12/19/2014
300,000(13 $25.42 12/19/2014
325,000(14 $25.42 12/19/2014

103,12¢ 46,875(8 $13.99 3/2/2017
380,000(4 $11.71  2/24/2019
Kenneth A. Sexton 50,00C $26.15 1/28/2015

100,000(13 $26.15 1/28/2015
110,000(14 $26.15 1/28/2015

51,563 23,437(8 $13.99 3/2/2017
120,000(4 $11.71 2/24/2019
Kirk E. Arnold (9) 35,00C $20.98 8/1/2013
22,50C $12.84  8/1/2013
83,335 $13.99  8/1/2013
62,50C $11.71 8/1/2013
James M. Vedda (10) 18,90¢ $19.08  11/30/2013
21,87¢ $11.71 11/30/2013
Glover H. Lawrence 10,00C $23.10  8/25/2015

20,000(15 $23.10  8/25/2015
15,000(14 $23.10  8/25/2015
13,75C 6,250(8) $13.99  3/2/2017

30,000(4, $11.71  2/24/2019
(1) Unvested timésased options vest in full with respect to MesGreenfield, Gahagan, Sexton and Lawrence, and 28%owith respect to Mr. Duva, if within twel
months following a change-in-control of our compatime NEO’s employment is terminated by us withtause or with respect to Messrs. Greenfield, Gahdgexton
and Lawrence, they terminate their employment witior good reason.
(2) The options reported in this column are peréomoe-based options. These options are distingufsbedthe other options in this table because thidyest only if
the performance goals are achieved and will beraike forfeited.
(3) The shares subject to this option vest in emqsthliments of 3,125 shares every three months.riost recent installment vested on December@L and the last
installment vests on July 21, 2013.
(4) The shares vest as follows: 25% of the shagstan the first anniversary of the grant datetardemaining 75% vest in equal installments o6%2very three
months thereafter ending on the fourth anniversétiie grant date.
(5) The shares subject to this option vest 2.088&h enonth. The most recent installment vested are®eer 15, 2012 and the last installment vestsina 15, 2013.
(6) The shares subject to this option vest 2.088&h enonth. The most recent installment vested aredeer 15, 2012 and the last installment vestspii 25, 2014.
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(7) The shares subject to this option vest 2.088&h enonth. The most recent installment vested are®ber 1, 2012 and the last installment vests ail Ap2015.
(8) The shares subject to this option vest 2.088&h enonth. The most recent installment vested areber 2, 2012 and the last installment vests oM, 2014.
(9) Ms. Arnold's employment terminated on Augus2d12. Pursuant to the terms of her executive eynpdmt agreement, Ms. Arnold received an additionat-year
vesting on all time-based unvested equity awardssshe held as of August 1, 2012. All other unwestguity awards that she held were forfeited arydvasted
unexercised options expired 12 months from heriteation date.

(10) Mr. Vedda's employment terminated on Novender2012. Pursuant to the terms of his executivel@gment agreement, Mr. Vedda received an additione-
year vesting on all time-based unvested equity dsvirat he held as of November 30, 2012. All othmrested equity awards that he held were forfeitatiany vested
unexercised options expired 12 months from hisireation date.

(11) The shares subject to this option vest onrfopeance- based schedule tied to both our stoicke and our annual return on equity. See footndt® the table
“Outstanding Option Awards as of December 31, 2013.

(12) The shares subject to this option vest onrfopeance- based schedule tied to both our stoicke and our annual return on equity. See footndt the table
“Outstanding Option Awards as of December 31, 2013.

(13) The shares subject to this option vest onrfopeance- based schedule tied to both our stoicke and our annual return on equity. See footnbt the table
“Outstanding Option Awards as of December 31, 2013.

(14) The shares subject to this option vest onrfopeance- based schedule tied to both our stoicke and our annual return on equity. See footn6t® the table
“Outstanding Option Awards as of December 31, 2013.

Outstanding Stock Awards as of December 31, 2013

Number of Shares Market Value of Equity Incentive Plan Awards:  Equity Incentive Plan Awards:

or Units of Stock Shares or Units of  Number of Unearned Shares, Market or Payout Value of

that Have Not Stock that Have Not  Units or Other Rights That Unearned Shares, Units or Other
Name Vested(2)(4) Vested(3) Have Not Vested(5) Rights That Have Not Vested(3)
Current NEOs
Louis Hernandez, Jr. 100,00( $814,00( — —
John W. Frederick 65,00( $529,10( — —
Christopher C. Gahagan 15,077 $122,72i 36,250(6 $295,07¢
Jeff Rosica 10,00( $81,40C 10,000(7 $81,40C
Jason A. Duva 5,62¢ $45,78¢ 10,000(7 $81,40C

Former NEOs (1)
Gary G. Greenfield — — — —
Kenneth A. Sexton — — — -

Glover H. Lawrence — — 21,250(8 $172,97¢
(1) Mr. Greenfield: Mr. Greenfield's employment terminated on Febyrddr, 2013. Pursuant to the terms of his exec@iaployment agreement, Mr. Greenfield
received an additional 13 months vesting on aletipased unvested restricted stock units that lteasedf February 11, 2013. All other unvested igett stock units
that he held were forfeited.
Mr. Sexton:Mr. Sexton's employment terminated on April 22, 20Rursuant to the terms of his executive employragreement, Mr. Sexton received an additional 13
months vesting on all time-based unvested restristeck units that he held as of April 22, 2013.ather unvested restricted stock units that hd helre forfeited.
Mr. Lawrence:Mr. Lawrence's employment terminated on June 2632Bursuant to the terms of his executive employragreement, Mr. Lawrence received an
additional 12 months vesting on all time-based stee restricted stock units that he held as of 28n2013. Mr. Lawrence’s performance-based equitsirds
remained outstanding until a vesting determinatias been made with respect to those. As a restiieafelay in publishing our financial statemewtsfiscal years
2012, as of the date of filing of this Form 10-Ke ttompensation committee had not determined ibdtlye equity awards have vested based on fineperéormance
in 2012. All other unvested restricted stock utiiet he held were forfeited.
(2) Unvested restricted stock and restricted stotts vest in full with respect to Messrs. Hernandeederick and Gahagan, and as to 25% with respédessrs.
Rosica and Duva if, within 12 months following aalge-in-control of our company, such NEO is term@day us without cause or if such NEO terminate®hher
employment with us for good reason.
(3) This amount was determined by multiplying tb&at number of shares of common stock underlyimgréstricted stock units by $8.15, the closingepatour
common stock on NASDAQ on December 30, 2013.
(4) The shares vest as follows: 25% of the shagstan the first anniversary of the grant datetardemaining 75% vest in equal installments ob%z2very three
months thereafter ending on the fourth anniversétiie grant date.
(5) The restricted stock units reported in thisiomh are performandeased RSUs. These RSUs are distinguished frontliee BSUs in this table because they will »
only if the performance goals are achieved andhwlbtherwise forfeited. As a result of the delapublishing our financial statements for fiscahge2012 and 2013,
as of the date of filing of this Form ¥0the compensation committee had not determinadyfof the equity awards have vested based ondialgperformance in fisc
years 2012 or 2013.
(6) 15,000 of these restricted stock unit awards ased on the performance criteria describeddmbte 14 to the table “Options outstanding aSedember 31,
2013,” and 21,250 vesting based on the performerigia described in footnote 13(a) to the talfleitstanding Option Awards as of December 31, 2013.”
(7) These restricted stock unit awards vest basati@performance criteria described in footnot¢adlthe table “Outstanding Option Awards as of Delser 31, 2013.”
(8) 17,500 of these restricted stock unit awards kased on the performance criteria describeddmbte 13(a) to the table “Options outstandingfad3ecember 31,
2013,” and 3,750 vesting based on the performaritsia described in footnote 14 to the table “@arnsling Option Awards as of December 31, 2013.”
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Outstanding Stock Awards as of December 31, 2012

Number of Shares Equity Incentive Plan Awards:
or Units of Stock Number of Unearned Shares, Units Equity Incentive Plan Awards: Market or
that Have Not Market Value of Shares or Units  or Other Rights That Have Not Payout Value of Unearned Shares, Units

Name Vested(1)(3) of Stock that Have Not Vested(2) Vested (4) or Other Rights That Have Not Vested(2)
Current NEOs
Christopher C. Gahagan 34,45 $261,15¢ 36,250(7 $274,77¢
Jason a. Duva 10,00( $75,80C 10,000(8 $75,80(
Former NEOs
Gary G. Greenfield 94,29¢ $714,76¢ 203,750(9 $1,544,42!
Kenneth A. Sexton 41,09 $311,49: 82,500(10 $625,35(
Kirk E. Arnold (5) — — — —
James M. Vedda (6) — — — —
Glover H. Lawrence 7,96¢ $60,40¢ 21,250(11 $161,07¢

(1) Unvested restricted stock and restricted stotts vest in full if, within 12 months following @éhange-in-control of our company, such NEO is teated by us
without cause or if such NEO terminates his ordraployment with us for good reason.

(2) This amount was determined by multiplying tb&k number of shares of common stock underlyimgréstricted stock units by $7.58, the closinggpdtour
common stock on NASDAQ on December 31, 2012.

(3) The shares vest as follows: 25% of the shagstan the first anniversary of the grant datetardemaining 75% vest in equal installments o6%z2very three
months thereafter ending on the fourth anniversétiie grant date.

(4) The restricted stock units reported in thisuowh are performandeased RSUs. These RSUs are distinguished frontltiee BSUs in this table because they will
only if the performance goals are achieved andhelbtherwise forfeited. As a result of the defapublishing our financial statements for fiscadge2012 and 2013,
as of the date of filing of this Form 10-K the cagnpation committee had thus not determined if drlyeoequity awards have vested based on finapeidbrmance in
fiscal years 2012 or 2013.

(5) Ms. Arnold's employment terminated on Augus2@12. Pursuant to the terms of her executive eynpdmt agreement, Ms. Arnold received an additiona-year
vesting on all time-based unvested restricted stmits that she held as of August 1, 2012. All otlrevested equity awards that she held were fedeit

(6) Mr. Vedda's employment terminated on Novemi@er2B12. Pursuant to the terms of his executiveleymgent agreement, Mr. Vedda received an additionat
year vesting on all time-based unvested restristeck units that he held as of November 30, 2012ther unvested equity awards that he held werkeited.

(7) See footnote 6 to the table “Outstanding Stéwakards as of December 31, 2013.”

(8) See footnote 7 to the table “Outstanding Stdelards as of December 31, 2013.”

(9) 153,750 of these restricted stock unit awards ased on the performance criteria describ&mbinote 13(a) to the table “Outstanding Option Adgaas of
December 31, 2013,” and 50,000 vest based on tifierpence criteria described in footnote 14 tottigde “Outstanding Option Awards as of December2B1,3.”
(10) 62,500 of these restricted stock unit awawtg based on the performance criteria describ&binote 13(a) to the table “Outstanding Option Adgaas of
December 31, 2013,” and 20,000 vest based on tifierpence criteria described in footnote 14 tottigde “Outstanding Option Awards as of December281,3.”
(11) See footnote 8 to the table “Outstanding Stastards as of December 31, 2013.”

Option Exercises and Stock Vested in Fiscal Year923 and 2012

The following table sets forth the number of res&dl stock awards that vested for our NEOs in 20482012 and the aggregate dollar amour
realized by our NEOs upon the vesting of the retstti stock awards. As a result of the delay inighbig our financial statements for fiscal
years 2012 and 2013, as of the date of filing &f Borm 1(-K the compensation committee had not determinedyfof the performance-based
stock awards have vested based on financial pesfocain fiscal years 2012 or 2013.

None of our NEOs exercised options in 2013 or 2!
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Restricted Stock Awards That Vested in 2013

Stock Awards

Number of Shares Acquired

Name on Vesting Value Realized on Vesting
Current NEOs

Louis Hernandez, Jr. (1) 6,00( $41,64C
John W. Frederick — —

Christopher C. Gahagan (2) 19,37¢ $132,49]
Jeff Rosica — —

Jason A. Duva (3) 4,37¢ $32,094
Former NEOs

Gary G. Greenfield (4) 49,61( $389,43¢
Kenneth A. Sexton (5) 24,06 $162,05(
Glover H. Lawrence(6) 4,92 $32,75¢

(1) These shares were granted to Mr. Hernandengltis tenure as an outside director.

(2) This amount represents the total number ofeshéirat vested; however, the company withheld 6sb@®es to satisfy minimum tax withholding
obligations, so only 12,807 shares were issued.

(3) This amount represents the total number ofeshéirat vested; however, the company withheld 1sbBes to satisfy minimum tax withholding
obligations, so only 2,832 shares were issued.

(4) This amount represents the total number ofeshéirat vested; however, the company withheld I6shares to satisfy minimum tax withholding
obligations, so only 33,459 shares were issuedhi®famount 49,610 shares were accelerated as.dbidenfield’s termination date.

(5) This amount represents the total number ofeshéirat vested; however, the company withheld 8sb&¥es to satisfy minimum tax withholding
obligations, so only 15,976 shares were issuedhi®famount 16,719 shares were accelerated as.@é#ton’s termination date.

(6) This amount represents the total number ofeshéirat vested; however, the company withheld 1s8%8es to satisfy minimum tax withholding
obligations, so only 3,265 shares were issuedhi®famount 2,813 shares were accelerated as dfavirence’s termination date.

Restricted Stock Awards That Vested in 2012

Stock Awards

Number of Shares Acquired Value Realized on
Name on Vesting Vesting
Current NEOs
Christopher C. Gahagan (1) 16,797 $148,728
Jason A. Duva (2) 375 $3,941
Former NEOs
Gary G. Greenfield (3) 34,454 $344,934
Kenneth A. Sexton (4) 19,531 $195,196
Kirk E. Arnold (5) 52,266 $492,749
James M. Vedda (6) 8,751 $65,634
Glover H. Lawrence (7) 4,531 $44,225

(1) This amount represents the total number ofeshéirat vested; however, the company withheld 5s#@8es to satisfy minimum tax withholding
obligations, so only 11,309 shares were issued.

(2) This amount represents the total number ofeshéirat vested; however, the company withheld h34es to satisfy minimum tax withholding obligason
so only 241 shares were issued.

(3) This amount represents the total number ofeshéirat vested; however, the company withheld Bs®@res to satisfy minimum tax withholding
obligations, so only 23,546 shares were issued.

(4) This amount represents the total number ofeshirat vested; however, the company withheld 5shides to satisfy minimum tax withholding
obligations, so only 14,317 shares were issued.

(5) This amount represents the total number ofeshéirat vested; however, the company withheld Bésbidres to satisfy minimum tax withholding
obligations, so only 35,628 shares were issuedhi®amount 26,875 shares were accelerated as.ohivsld’s termination date.

(6) This amount represents the total number ofeshéirat vested; however, the company withheld 2s8%8es to satisfy minimum tax withholding
obligations, so only 5,893 shares were issuedhi®famount 6,563 shares were accelerated as ofé&dida’s termination date.

(7) This amount represents the total number ofeshtirat vested; however, the company withheld 1shhtes to satisfy minimum tax withholding
obligations, so only 3,020 shares were issued.
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Severance Benefits

Potential Payments Upon Termination Other Thandwoiig a Change in Control

The following table sets forth the estimated berdfiat each of our NEOs, who remained employeth&yCompany as of December 31, 2013
would be entitled to receive upon termination & & her employment with our company (other thégraination following a change in
control of our company) if our company terminatee NEO’s employment without cause or the NEO teataid his or her employment for
good reason, as provided for in his or her exeewtimployment agreement. These disclosed amounisiagbat the NEO’s employment
terminated on December 31, 2013. The amounts disdln the table are estimates only and do notssaciy reflect the actual amounts that
would be paid to our NEOs, which amounts would drdyknown at the time that they become eligiblepfayment following their termination.
In order for a NEO to be eligible to receive anytred payments and benefits detailed in the bel@etdne or she must execute a general re
of claims against our company, excluding any claietating to the company’s obligations with respeatertain severance payments, and
continue to abide by the non-competition and ndicisation obligations in accordance with the teraisis employment.

Early Vesting of Restricted
Severance  Early Vesting of Stock and Restricted Stock

Named Executive Officer Amount(1) Stock Options(2) Units(3) Other(4) Total

Louis Hernandez, Jr. $1,300,00( $7,00C $152,62¢ $49,80¢ $1,509,43¢
John W. Frederick $850,00( $4,55C $99,21( $38,35¢ $992,11:
Christopher C. Gahagan $824,00( — $55,32¢ $25,287 $904,61¢
Jeff Rosica $375,00( — — $13,984 $388,98¢
Jason A. Duva $130,00( — — $6,973 $136,97:

(1) For Messrs. Hernandez, Frederick, and Gahdgsiamount reflects the sum of (i) annual basengateeffect on the date of termination and (ifjget annual cash
incentive compensation for the year of terminatiauitiplied by the actual plan payout factor (assugrthe plan payout factor is 100%) and proratedifemumber of
months that the executive officer was actually expetl by our company. For Messrs. Rosica and Dhigamount represents 12 and 6 months annual bisg,s
respectively, in effect on the date of terminatiBayments to Messrs. Hernandez and Frederick de teade in a lump sum, and payment in respecis# balary to
the other NEOs shall be made following the compsupglyroll practices.

(2) Messrs. Hernandez, Frederick, and Gahaganewitted to one-year acceleration of vesting witbpect to time-based options that they held om #ssumed
termination date, December 31, 2013. For Mr. Gahaga value is reflected in this column becausectbging price of our common stock on NASDAQ on Baber
31, 2013, $8.15, was below the exercise pricessobitions.

(3) Messrs. Hernandez, Frederick and Gahagan wnéitked to one-year acceleration of vesting witbpect to time-based restricted stock and restritisek units that
they held on their assumed termination date, Deee®b, 2013. This amount equals the number of sharneestricted stock units that would have vestaihg the
period beginning January 1, 2013 and ending DeceBthe2013 multiplied by $8.15, representing thsitig price of our common stock on NASDAQ on Decengi
2013 less $0.01 per share.

(4) Includes (i) $15,000 for outplacement servimesMessrs. Hernandez, Frederick, and Gahaganigmdegdical benefits continuation for each NEOsa®ws, 12
months for each of Mr. Hernandez: $34,809, Mr. Eriadt: $23,353, Mr. Gahagan: $25,287, Mr. Rosida&,984, and six months for Mr. Duva: $6,973. Messrs
Hernandez and Frederick’'s medical benefits equé&4lof the company’s portion of such coverage.

Potential Payments Upon Termination Following atigtein Control

The following table sets forth the estimated bagefiat each of our NEO who remained employed byGbmpany as of December 31, 2013
would be entitled to receive if his or her employneere terminated by us without cause or if hehw terminates his or her employment with
us for good reason within 12 months after a chamgentrol of our company, as provided for in hisher executive employment agreement or
offer letter. These disclosed amounts are estinmtlsand do not necessarily reflect the actualammsthat would be paid to our NEOs, which
would only be known at the time that they beconigilde for payment and would only be payable ifwge in control of our company were
to occur. The table below reflects the amount ¢oaid be payable under the various arrangementsréisg that the change in control of our
company occurred on December 31, 2013 and the N&@Boyment was immediately terminated. In orderaf®EO to be eligible to receive
any of the below payments and benefits, he or sl Bxecute a general release of claims againstamapany, excluding any claims relating
to the company’s obligations with respect to carsgverance payments, and continue to abide byahrecompetition and non-solicitation
obligations in accordance with the terms of his lympent.
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Early Vesting of Restricted
Severance Early Vesting of Stock and Restricted Stock Estimated Tax

Named Executive Officer Amount(1)  Stock Options(2) Units(3) Gross Up Other(4) Total
Louis Hernandez, Jr. $2,600,000 $197,750 $814,000 — $67,214 $3,678,964
John W. Frederick $1,700,000 $126,787 $529,100 — $50,029 $2,405,916
Christopher C. Gahagan $1,236,000 — $417,802 — $40,769 $1,694,571
Jeff Rosica $562,500 $12,500 $40,700 — $13,984 $629,684
Jason A. Duva $260,000 — $31,797 — $6,973 $298,770

(1) For Messrs. Hernandez, and Frederick this atmafilects the sum of (i) 18 months annual basargah effect on the date of termination and (i farget annual
cash incentive compensation for the year of tertiananultiplied by the actual plan payout factosgaming the plan payout factor is 100%) and prdridethe numbe
of months that the executive officer was actuathp®yed by our company. For Mr. Gahagan this amoeftects the sum of (i) 18 months annual basesaieeffect
on the date of termination and (ii) 1.5 target almash incentive compensation for the year of ireation multiplied by the actual plan payout facassuming the ple
payout factor is 100%) and prorated for the nunadbenonths that the executive officer was actuathpkyed by our company. For Messrs. Rosica and Dina
amount represents 18 and 12 months annual basg, sakpectively, in effect on the date of termioiat Payments to Messrs. Hernandez and Frederictodre made
a lump sum, and payment in respect of base salghetother NEOs shall be made following the comfsapayroll practices.

(2) Messrs. Hernandez, Frederick, and Gahaganewgitéed to full acceleration of vesting with respe timebased options and Messrs. Duva and Rosica wetéed
to acceleration of 25% of unvested equity awardsttiey held on their assumed termination dateeBéer 31, 2013. For Messrs. Gahagan and Duva ne isl
reflected in this column because the closing pofoeur common stock on NASDAQ on December 31, 288315, was below the respective exercise pricéisedf
options.

(3) Messrs. Hernandez, Frederick and Gahagan wéitked to full acceleration of vesting with respéx time-based restricted stock and restrictedkstmits that they
held on their assumed termination date, Decemhe2(@®13. Messrs. Duva and Rosica were entitled ¢elaration of 25% of unvested equity awards oragsimed
termination date, December 31, 2013. This amoumaleghe number of shares of restricted stock timtswould have vested based on the acceleratidtipiied by
$8.15, representing the closing price of our comistonk on NASDAQ on December 31, 2013 less $0.0klpare.

(4) Includes (i) $15,000 for outplacement servimesMessrs. Hernandez, Frederick, and Gahaganigmdgdical benefits continuation for each NEOsal®ws, 18
months for each of Mr. Hernandez: $52,214, Mr. Erid: $35,209, and Mr. Gahagan: $20,975, 12 mdiathsir. Rosica $13,984, and six months for Mr. Buv
$6,973. Messrs. Hernandez, Frederick and Gahageedical benefits equals 167% of the company’s gomif such coverage.

Potential Payments Upon Termination Due to DeatBisability

Upon termination of employment due to death orlilgg, each NEO or his or her estate would betkatito receive an amount equal to his or
her annual base salary in effect on the date dhdwadisability and an additional 12 months oftirggon all time-based unvested options,
restricted stock and restricted stock units. Upeatl or disability, each of the following NEOs wigonained employed by the company as of
December 31, 2013 or his estate would be entideddeive the following amounts: Mr. Hernandez: %85, Mr. Frederick: $528,760, and
Mr. Gahagan: $467,328. These amounts represefultbeing for each of the NEOs: (i) his or her amhbase salary in effect on the date of
death or disability (Mr. Hernandez: $650,000, Mederick: $425,000, and Mr. Gahagan: $412,000) filuthe aggregate amount set forth in
the second and third columns of the table abovilemhEstimated Current Value of Severance Benditmd in the section above entitled
Potential Payments Upon Termination Other Than&wihg a Change in Contrrepresenting the value to the NEO of 12 months of
acceleration of time-based unvested options, otstristock and restricted stock units. In orderaf&tEO or his beneficiaries to be eligible to
receive any of the above payments and benefits\E{@ or his beneficiaries must execute a genelahse of claims against our company,
excluding any claims relating to the company’s gédions with respect to certain severance payments,

DIRECTOR COMPENSATION

Our company uses a combination of cash and e¢hatyed compensation to attract and retain indivdtmaserve on our board. We only
compensate outside directors for their servicewarboard. An outside director is a member of owarbavho is not:

» an employee of our company or any subsidiary ofooanpany
» asignificant stockholder, meaning the beneficimher of 10% or more of our outstanding common stoc
» acontrolling stockholder, member or partner oifgaificant stockholde

During 2012 and until his resignation on Februaty2013, Mr. Greenfield served as our chairmansiBeait and CEO and did not qualify as
outside director during that period. Similarly, Nifernandez ceased to qualify as an outside dirastorf his appointment as our President anc
CEO on February 11, 2013. Furthermore, from hioapgment to the board until November 2012, Mr. Psgkved as a partner of a significant
stockholder of our company, and as such did nolifgues an outside director
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during that time period. During the time frames til&ssrs. Hernandez, Greenfield and Park did nalifyuas outside directors they did not
receive any compensation for their service on @ard.

Cash Compensation for Outside Directors

Prior to February 2014 and as of July 1, 2011 cutside directors were paid the following cash cengation for their service:

Lead Director Chair Other Members
Retainer Meeting Retainer Meeting Retainer Meeting
Board of Directors $75,00(C $2,00C $75,00C $2,00C $45,00( $2,00C
Audit Committee — — $25,00C $2,00C $7,50C $2,00C
Compensation Committee — — $15,00C $2,00C $5,00C $2,00C
Nominating and Governance Committee — — $15,00C $2,00C $5,00C $2,00C
Strategy Committee — — $15,00C $2,00C $5,00C $2,00C

In December 2012, our board approved a speciahestaf $15,000 to Mr. Billings in recognition dfe additional work assumed by him as
chair of our strategy committee, and $50,000 toMrnandez in recognition of the substantial week@med and expected to be performed
by him as lead director.

In addition to the cash compensation described @bmutside directors are entitled to receive equitypensation. All equity compensation
awarded to outside directors is granted under ouerded and Restated 2005 Stock Incentive Planp@anbloard reviews equity compensation
for outside directors periodically. Previously, side directors received equity compensation unded893 Director Stock Option Plan, as
amended, or our 2005 Stock Incentive Plan, as aetend

Under our Amended and Restated 2005 Stock InceRtave, each outside director is entitled to receigeity compensation subject to the
following limits:

* upon election to our board, an option for ug5g000 shares of common stock or a restricted sta@d or a restricted stock unit
award for up to 7,500 shares of common stock; and

» annually on the date of our annual meetindhéf dutside director has served a minimum of sixthon our board, an option for
up to 15,000 shares of common stock or a restritimek award or a restricted stock unit award fota17,500 shares of common
stock.

In each case, an outside director may receive dic@tion of options and restricted stock or regtdcstock units so long as the total number c
shares subject to the aggregate award does nate2&000 shares of common stock, with each sHamenomon stock subject to a restricted
stock award or a restricted stock unit award carsid two shares of common stock for the purposhisiimitation. The exercise price per
share for options granted to outside directorgjisaéto the closing price of our common stock onSXDRAQ on the grant date. Equity awards to
outside directors upon their initial election ta dard vest in full on the first anniversary oéthrant date. Annual equity awards to outside
directors vest in full on the earlier of the fiestniversary of the grant date or the business day {o the date of the next annual meeting of
stockholders following the grant date. Options ¢gdrunder our 1993 Director Stock Option Plan,rasraded, have a term of six years, those
granted under our 2005 Stock Incentive Plan haeena of ten years, and those granted under our Alegtand Restated 2005 Stock Incentive
Plan have a term of seven years.

On May 15, 2012, in accordance with the terms ofAmaended and Restated 2005 Stock Incentive Plargranted to each of our directors,
who qualified as outside directors as of such date:

* 6,000 restricted stock units, ¢
» an option to purchase 3,000 shares of commark stban exercise price of $7.22, equal to theimipprice of our common stock
on NASDAQ on the grant date.

In 2013, no annual meeting of our stockholders ngdd due to the restatement and our outside dirdid not receive any equity
compensation. However, Mr. Park, who was designatedutside director effective as of November T2 was in May 2014 granted an
option for 15,000 shares of our common stock agitial award.

In February 2014, our board approved cash compensaffective January 1, 2014, for our outsidediors as set forth below:
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Lead Director Chair Other Members

Retainer Meeting Retainer Meeting Retainer  Meeting
Board of Directors $80,00C — $80,00C — $50,00C —
Audit Committee — — $26,00C — $12,00C —
Compensation Committee — — $18,75C — $9,000 —
Nominating and Governance Committee — — $12,50C — $5,250 —
Strategy Committee — — $18,75C — $9,000 —

Stock Ownership Requirements for Outside Directi

Our board adopted stock ownership requirementsutside directors, which are intended to furthegrathe interests of our outside directors
with those of our stockholders. Under the curreguirements, our outside directors are expectéalat least 18,000 shares of common
stock within three years of becoming an outsidedar.

For purposes of these requirements, stock ownenstlijpdes:

» stock owned outright, including stock owned jointlith a spouse or separately by a spouse and/ireh:
» shares held in a trust for the economic benefihefoutside director or his or her spouse or céil

» restricted stock and restricted stock units;

» shares underlying fullyvested option

All of our outside directors who have served onloeard for three years have met our stock ownergjpirements. See the section of this
Form 10-K entitledsecurity Ownership of Certain Beneficial Owners damhagementor more detailed information on the beneficial
ownership of our directors.

Non-Qualified Deferred Compensation for Outside Direcs

For the fiscal years 2012 and 2013, our outsidectbrs were eligible to participate in our non-dfied deferred compensation plan, which was
established to provide participants with the opyaityy to defer the receipt of all or a portion béir director fees. None of our directors
currently participates in our plan for the fiscabys 2012 or 2013, and in November 2013, our coegiiem committee decided not to continue

offering this deferral opportunity. See the sectidthis Form 10-K entitletNon-Qualified Deferred Compensatitor a discussion of our non-
qualified deferred compensation plan.

Director Compensation Table for Fiscal Years 2018cb2012

The following table sets forth a summary of the pemsation we paid to our directors for service onbmard in 2013 and 2012.
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Fees Earned Restricted

or Paid in Option Stock Unit
Name Year Cash(1) Awards(2) Awards(3) Total
Robert M. Bakish 2013 $107,00( — — $107,00(
2012 $111,00( $9,375 $43,26C $163,63¢
George H. Billings 2013 $151,13¢ — — $151,13¢
2012 $146,04: $9,375 $43,26C $198,67¢
Elizabeth M. Daley 2013 $115,50( — = $115,50(
2012 $127,50( $9,375 $43,26C $180,13¢
Gary G. Greenfield(4) —
2013 $19,58¢ — — $19,58¢
2012 — — —
Nancy Hawthorne 2013 $103,50( — — $103,50(
2012 $117,35: $9,375 $43,26C $169,98¢
Louis Hernandez, Jr. (5) 2013 $18,671 — — $18,671
2012 $187,00( $9,375 $43,26C $239,63¢
Youngme E. Moon 2013 $87,00C — — $87,00(C
2012 $91,92: $9,375 $43,26C $144,55¢
David B. Mullen 2013 $131,00( — — $131,00(
2012 $138,49¢ $9,375 $43,26C $191,13:
John H. Park(6) 2013 $89,00( —— — $89,00C
2012 $13,08: —_— — $13,08:

(1)Cash amounts included in the table above repréisemortion of the annual board/committee membes d board/committee chair fees earned during@i2 and

@

(©)

4)

&)

(6)

2013 fiscal years. In December 2012, our boardaymut a special retainer to be paid to Messrs. Hheler ($50,000) and Billings ($15,000) in recogmitad the
additional work they have assumed as lead directdrchair of the strategy committee, respectively.

The amount shown represents the aggregaté dmsnfair value, computed in accordance with i Accounting Standards Board Accounting Stadslar
Codification Topic 718Compensation-Stock Compensatiai options granted to each of our outside dinecito 2012. The grant date fair value was deterchine
using the Black-Scholes option pricing model. Tpdans for our outside directors were granted ory ¥, 2012. No stock options were granted to odejiendent
directors in fiscal year 2013, due to the restateraad the fact that we did not hold an annual mgeét 2013. Mr. Hernandez was granted stock optian
connection with his appointment as our Presidedt@BO in February 2013. Please sé&&écutive Compensation - Analysis of 2013 and EXEutive
Compensation Decisions and Actions - Long-Termtidoncentive Compensation - Fiscal Year 2013 Eduitgntive Compensatidrfor a description of these
grants. As of December 31, 2013, the outside diredteld options for the following numbers of slsafdr. Bakish, 20,000; Mr. Billings, 37,000; Dr. g, 37,000;
Ms. Hawthorne, 56,689; Dr. Moon, 47,000; and Mr.llety, 20,000. Please see Note M, “Capital Stoakdur consolidated financial statements includethiis
Form 10-K regarding the assumptions and methodeogsed to value these options.

The amount shown represents the aggregaté dmsnfair value, computed in accordance with i Accounting Standards Board Accounting Stadslar
Caodification Topic 718Compensation-Stock Compensatjai restricted stock unit awards granted to edajuooutside directors in 2012. The grant datevalue
was determined by multiplying the total numberlwdires of common stock underlying the restrictedkstmits by $7.22, the closing price of our commstack on
NASDAQ on the grant date, May 15, 2012, and subtrg¢.01 par value per share. No restricted stogts were awarded to our independent directofsaal year
2013, due to the restatement and the fact thatidvead hold an annual meeting in 2013. Mr. Hernanglas awarded restricted stock units in connedtiitim his
appointment as our President and CEO in Februat8.Z®lease seeExecutive Compensation - Analysis of 2013 and E&2utive Compensation Decisions and
Actions- Long-Term Equity Incentive Compensation - Fiséeér 2013 Equity Incentive Compensatidar a description of these grants. As of Decenttfer2013,
the outside directors held the following restricstdck units: Mr. Bakish 16,000; Mr. Billings, 10@ Dr. Daley, 17,000; Ms. Hawthorne, 17,000; Doavi, 17,000;
and Mr. Mullen, 16,000. Please see Note M, “Caj8takk,” to our consolidated financial statementduded in this Form 10-K regarding the assumptems
methodologies used to value these restricted stoitk.

Mr. Greenfield did not receive compensatiomasember of our board while serving as our Prasided CEO. All of Mr. Greenfield’'s compensatiofoimation for
2012 is reported in thBummary Compensation Taliethe Executive Compensati@gection below. On February 11, 2013, Mr. Greenfiekigned as President and
CEO but served as an outside director and was awsaped for his services on our board from Febri&an2013 until his resignation on May 15, 2013.
Following the appointment of Mr. Hernandeodas President and CEO in February 2013, he no loggalifies as an outside director and as sucbti€ntitled to
and did not receive compensation for his serviceuwarboard. All of Mr. Hernandez’s compensatioroimniation for 2013 is reported in tB&&mmary Compensation
Tablein theExecutive Compensatiaection above.

From his appointment to our board in June 20603ugh June 2011 and reappointment from May 20 bvember 2012, Mr. Park was not an outside threand
did not receive compensation for his service ontmard. As of November 2012, Mr. Park was deterthinebe an independent director and entitled topmTaation
as an outside director. However, due to the rasaté no equity awards were made to him in 20kbmmection with such determination. He was subsatuim
May 2014 granted an option to purchase 15,000 stedreur common stock, valued at $49,856.
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ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

EQUITY COMPENSATION PLAN INFORMATION

The following table provides information with respéo stock options and other equity awards undelequity compensation plans as of
December 31, 2013

. . Number of Securities
Number of Securities to be Weighted-Average Exercise Available for Future Issuance

Issued Upon Exercise of Price of Outstanding Under Equity Compensation
Outstanding Options, Options, Warrants and Plans (Excluding Securities
Plan Category Warrants and Rights(1) Rights(2) Reflected in Column (a))
Equity Compensation Plans Approved by Security i
3) 4,801,93: $13.27 3,775,07¢
Equity Compensation Plans Not Approved by Security
Holders(4) 247,21¢ $30.74 0
Total 5,049,14¢ $13.55 3,775,07¢

(1) Includes only stock options and restricted lstagits outstanding under our equity compensatlangsince no warrants or other rights were oudstanas

of December 31, 2013.

(2) The weighted average exercise price or outstgnuptions does not take into account restrictedksunits, which have @e minimispurchase price.

(3) Includes our 1993 Director Stock Option Plamamended; Second Amended and Restated 1996 Eraf#tyek Purchase Plan, as amended; 1997 Stock
Incentive Plan, as amended; and Amended and Re&s@fb Stock Incentive Plan.

(4) Includes our 1997 Stock Option Plan; 1998 S®©gpkion Plan; Amended and Restated 1999 Stock @tian; Nonstatutory Stock Option Agreement date
December 19, 2007 entered into with Mr. Greenfiatid Nonstatutory Stock Option Agreement datedalgn28, 2008 entered into with Mr. Sexton.

The following are summaries of our equity compeiosaplans that have not been approved by our stidkhs:

1997 Stock Option PlanOur 1997 Stock Option Plan was adopted by ourdofdirectors in December 1997 and provides fergtant of
non-statutory stock options for up to 1,000,000eh@&f common stock. As of December 31, 2013, thvemre 4,820 shares reserved for
issuance upon the exercise of outstanding opticarstgd under this plan. No shares are availabléufare issuance under the plan.

1998 Stock Option PlanOur 1998 Stock Option Plan was adopted by ourdofdirectors in December 1998 and provides fergtant of
non-statutory stock options for up to 1,500,000eh@&f common stock. As of December 31, 2013, themre 9,362 shares reserved for
issuance upon the exercise of outstanding opticarstgd under this plan. No additional shares vélidsued under the plan.

Amended and Restated 1999 Stock Option | Our Amended and Restated 1999 Stock Option Planaglapted by our board of directors in
November 1999 and provides for the grant of-statutory stock options for up to 4,750,000 shafesommon stock, of which up to 500,000
shares may be issued as restricted stock. As afblieer 31, 2013, there were 83,034 shares resevvésktiance upon the exercise of
outstanding options granted under this plan. Nateahél shares will be issued under the plan.

Nonstatutory Stock Option Agreement dated Deceite2007 with Mr. Greenfielc The Nonstatutory Stock Option Agreement was apgaov
by our board of directors and entered into with @Breenfield on December 19, 2007 as an inducenvegatthpursuant to an exemption from
NASDAQ's stockholder approval requirements. Pursuartecgreement, as amended, Mr. Greenfield was adiardeption to purchase
725,000 shares of our common stock with an exepise of $25.42 per share. 100,000 of the shageted in equal 6.25% installments every
three months beginning on March 19, 2008 and 626sba@res would vest pursuant to a performance-tssestiule tied to our stock price and
annual return on equity. As of Mr. Greenfield'sigestion as our President and CEO on February Q13 2all of the time-based vested options
had vested and none of the shares vesting purkuanterformance-based schedule had vested. Pttsuae separation all unvested
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equity awards were forfeited on February 11, 2@&3of December 31, 2013, there were 100,000 shiasesved for issuance upon exercise of
the option. However, in accordance with Mr. Greeldfs separation agreement all vested stock optietd by Mr. Greenfield expired on
March 11, 2014.

Nonstatutory Stock Option Agreement dated Janu8r2@08 with Mr. Sextol The Nonstatutory Stock Option Agreement was apgidyy

our board of directors and entered into with MxtSe on January 28, 2008 as an inducement awastiant to an exemption from NASDASY’
stockholder approval requirements. Pursuant tagneement, as amended, Mr. Sexton was awardedian ¢p purchase 260,000 shares of
our common stock with an exercise price of $26.d5gmare. 50,000 of the shares vested in equal6i2&taliments every three months
beginning on April 28, 2008 and 210,000 shares ekt pursuant to a performance-based scheddléotieur stock price and annual return
on equity. As of Mr. Sextos’resignation as our Executive Vice President, {dfieancial Officer and Chief Administrative Officen April 22
2013, all of the time-based vested options hadedesid none of the shares vesting pursuant tofarpemce-based schedule had vested.
Pursuant to his separation agreement all unvesjeityeawards were forfeited on April 22, 2013. Adxecember 31, 2013, there were 50,000
shares reserved for issuance upon exercise oftienoHowever, in accordance with Mr. Sexton’saagion and consulting agreement all
vested stock options held by Mr. Sexton expiredvaty 22, 2014.

The 1997, 1998 and 1999 plans contain provisiodseading the consequences of a change-in-contmirofompany. If our company
undergoes a change-in-control, we must providedhautstanding options are either assumed ortgutesi for by the acquiring or succeeding
corporation. If the acquiring or succeeding corfioradoes not assume or substitute for the outgtgraptions, then our board of directors
must either cash out or accelerate the optionsatkenthem fully exercisable prior to the changeanicol.

BENEFICIAL OWNERSHIP INFORMATION

Security Ownership of Certain Beneficial Owners atianagement
The following table provides information with regpéo the beneficial ownership of our common stbgk

» each person known by us to beneficially ownh@ve a right to acquire within 60 days) more th#nd the outstanding shares of
our common stock;

» each of our director

» each named executive officer for 2013 nameti&Summary Compensation Tablanc

« all of our directors and executive officers as augr
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Percentage of

Number of Share: Common Stock
Beneficial Owner Beneficially Owned(1 Outstanding(1)(2)
Greater than 5% Stockholders
Blum Capital Partners, L.R3) 7,241,54! 18.€%

909 Montgomery Street, Suite 400

San Francisco, CA 94133

Wells Fargo & Compani4) 4,165,40: 10.7%
420 Montgomery Street

San Francisco, CA 94104

Dimensional Fund Advisors L{5) 2,611,801 6.71%
Palisades West, Building One

6300 Bee Cave Road

Austin, TX 78746

Directors (6)

Robert M. Bakish 56,00( *
George H. Billings 54,00( *
Elizabeth M. Daley 54,00( *
Nancy Hawthorne 73,68¢ *
Youngme E. Moon 64,00( *
David B. Mullen 36,00( *
John H. Park 16,49:
2013 Named Executive Officers (6)
Louis Hernandez, Jr. 108,64( *
John F. Frederick 41,287 *
Christopher C. Gahagan 146,21( *
Jeff Rosica 16,27+ *
Jason A. Duva 37,42¢ *
Gary G. Greenfield (former President and CEO) 137,38. *
Kenneth A. Sexton (former CFO and Chief AdministaiOfficer) 134,13: *
Glover H. Lawrence (former Vice President of CogierDevelopment) 11,73¢ *
All directors and 2013 executive officers as a grou 987,26¢ 2.52%
* Less than 1¢

)

@

©)

4)

®)

(6)

The inclusion of any shares of common stoanuied beneficially owned does not constitute a niselon of beneficial ownership of those shares. fémrsons named
in the table have, to our knowledge, sole voting iawestment power with respect to all shares shasvbeneficially owned by them, except as notetiérfootnotes
below.

Percentage ownership calculations are bas@9dr23,854 shares of common stock outstanding &y 31, 2014. Any shares that a person or ehtiythe right to
acquire within 60 days after July 31, 2014 are degbin be outstanding for the purpose of calculatiegpercentage of outstanding common stock owgebdi
person or entity, but not for the purpose of caltinh the percentage ownership of any other pessemtity. However, this does not include (i) apyions granted in
2013 or 2014 the vesting of which is subject to@menpany having an effective registration statermeptace, or (ii) the vesting, if any, of awardsskd on
performance determined based on the Company’sdialstatements for fiscal years 2012 or 2013, tvinias not been determined as of the filing of Baen 10-K.
Amount and nature of ownership listed is basgdly upon information contained in a SchedulB/E3filed with the SEC by Blum Capital Partners &Rd various
affiliated entities on October 2, 2012. As of Seqter 28, 2012, Blum Capital Partners LP and varadfikated entities had shared dispositive powesro7, 241,549
shares and also shared voting power over suchshare

Amount and nature of ownership listed is bas#dly upon information contained in a Schedul&/¥3filed with the SEC by Wells Fargo & Company aratious
affiliated entities on April 10, 2014. As of Mar81, 2014, Wells Fargo & Company and various afiiihentities had shared dispositive power over/4d® shares
and shared voting power over 3,685,901 shares.

Amount and nature of ownership listed is bas#dly upon information contained in a Schedul&/E3filed with the SEC by Dimensional Fund Advis& on
February 10, 2014. As of December 31, 2013, DinmeradiFund Advisors LP had shared dispositive pawer 2,611,800 shares and shared voting power over
2,562,398 shares.

Includes the following shares of Common Stegkject to options exercisable or restricted stotts vesting within 60 days after July 31, 2014: Blakish - 20,000;
Mr. Billings - 37,000; Dr. Daley - 37,000; Ms. Hawarne - 56,689; Ms. Moon - 47,000; Mr. Mullen -@@0Q; Mr. Hernandez - 71,731; Mr, Frederick - 27, 249.
Gahagan - 114,031; Mr. Rosica - 13,875; Mr. Du82,298; and all current directors, and executifieerfs as a group — 476,881.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
RELATED PERSON TRANSACTION POLICY

Our board has adopted a written policy and proasdifor the review of any transaction, arrangementlationship in which our company is a
participant, the amount involved exceeds $120,800,0ne of our executive officers, directors, or &#&ckholders (or their immediate family
members), whom we refer to as “related persong”ahdirect or indirect material interest.

If a related person proposes to enter into sucarsaction, arrangement or relationship, which eferrto as a “related person transaction,” he
or she must report the proposed related persosaction to our General Counsel. The policy caliglie proposed related person transactic
be reviewed and, if deemed appropriate, approvealbyudit committee. Whenever practicable, thentipy, review and approval will occur
prior to entry into the transaction. If advanceiegwis not practicable, our audit committee mayfydhe related person transaction. Any rele
person transactions that are ongoing in naturebgilleviewed annually by the audit committee.

A related person transaction reviewed under thieypalill be considered approved or ratified ifstauthorized by our audit committee after
disclosure of the related person’s interest intthesaction. As appropriate for the circumstancas audit committee will review and consider:

» the related persosiinterest in the transactis

» the approximate dollar value of the transac

» the approximate dollar value of the related peisinterest in the transactit

« whether the transaction was undertaken in the argdioourse of busine:

» whether the terms of the transaction are noflessrable to our company than terms that couldelaehed with an unrelated third
party;

» the purpose, and the potential benefits to our @mpof the transaction; a

» any other information regarding the transactiothe related person in the context of the propassnsaction that would be
material to investors in light of the circumstanoéshe particular transaction.

Our audit committee may approve or ratify the teari®n only if it determines that, under the ciratamces, the transaction is not inconsistent
with our company'’s best interests. During the pisiceported, there were no related person traosacti

EMPLOYMENT AGREEMENTS

As permitted by the Delaware General Corporatiow,Lae have adopted provisions in our amended astdtesl certificate of incorporation
that authorize and require us to indemnify our atge officers and directors to the full extentqpéted under Delaware law, subject to limited
exceptions. Also, as described iExecutive Compensation - Employment and Severagreeents with our NEOsWe have entered into
employment agreements with certain of our curredtfarmer NEOs.

DIRECTOR INDEPENDENCE

The board is composed of a majority of “indepentdirectors, and all of the board’s committees @@mposed entirely of “independent”
directors, as such term is defined in the listitegndards of NASDAQ. The board has determined tieafdllowing directors, all of whom serv
during 2012 (with Mr. Park being appointed direégtoMay 2012) and 2013, are “independent,” accardmthe above definition: Robert M.
Bakish, George H. Billings, Elizabeth M. Daley, NgrHawthorne, Youngme Moon, David B. Mullen anddéh Park. Mr. Hernandez was
considered independent until his appointment as0@&® and President in February 2013.
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ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FEES

The following table summarizes the aggregate fedsrelated expenses paid by us to Deloitte & Toudt®, for professional services rende
for the audit of the financial statements for yeamded December 31, 2013, 2012 and 2011. Deloiffedche LLP served as our independent
registered public accounting firm commencing JapTa014 when our audit committee engaged Del&itfouche LLP as our independent
registered public accounting firm and dismissedsE&Young LLP.

2013
(in thousands)
Audit Fees $ 9,27¢
Audit-Related Fees —
Tax Fees —
All Other Fees —
Total $ 9,27¢

Audit FeesThe audit fees listed were for professional ses/iemdered by Deloitte & Touche LLP in connectiathwork done in preparation
of the audits of the consolidated financial statetméncluded in this Form 10-K for each year, aodibur internal control over financial
reporting as of December 31, 2013, reviews of thesolidated financial statements included in oua@rly Reports on Form 10-Q, statutory
and subsidiary audits, issuance of consents, aistaisce with the review of documents filed with B8EC. All of these services were approves
by our audit committee. As discussed above, Erngb&ng LLP served as our independent registeretiqabcounting firm until January 7,
2014 when our audit committee engaged Deloitte &che LLP as our independent registered public atamy firm and dismissed Ernst &
Young LLP.

PRE-APPROVAL POLICY AND PROCEDURES

Our audit committee has adopted policies and presdrelating to the approval of all audit and amilit services that are to be performed by
our independent registered public accounting fifimese policies generally provide that we will nogage our independent registered public
accounting firm to render audit or non-audit seggicinless the service is specifically approvediiraace by our audit committee. Any pre-
approved audit or non-audit services are detaieth ¢he particular type of services to be provided are generally subject to a maximum
dollar amount.

AUDIT COMMITTEE REPORT

The audit committee assists our board in its ogbtsdf our financial reporting process. The audiheittee’s responsibilities are more fully
described in its charter, which can be accessed fh@ corporate governance page in the investatioek section of the company’s website at
www.avid.com.

The audit committee has reviewed the company’staddionsolidated financial statements for the figears ended December 31, 2013 and
2012 as well as the restatement of the consolidatadcial statements for the fiscal year endeddbdmer 31, 2011 and has discussed these
consolidated financial statements with managenTérg.company’s management is responsible for inteararols and the financial reporting
process. The audit committee regularly discussesgports relating to internal control over finaieceporting submitted to the audit committee
by the internal auditor, who has unrestricted asteshe audit committee. The company’s independsgistered public accounting firm is
responsible for performing an independent aud{t)Jahe company’s consolidated financial statemamis (ii) the effectiveness of the
companys internal control over financial reporting in amdance with the standards of the Public CompanyAnting Oversight Board (U.S
and for issuing reports thereon.

The audit committee reviewed and discussed withritiependent registered public accounting firmehdited consolidated financial
statements for the fiscal years ended Decembet®1 and 2012 as well as the restatement of theotidated
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financial statements for the fiscal year ended bdmmr 31, 2011 and the matters required to be discuigy the auditing standards of the Publi
Company Accounting Oversight Board.

The independent registered public accounting firoviged the audit committee with the written distloes and the letter required by the Pt
Company Accounting Oversight Board Ethics and Imshglence Rule 3526 ommunication with Audit Committees Concerning preaelence,
and the committee has discussed with the indep¢megistered public accounting firm its independe=fiom the company.

Based on its discussions with the company’s manageand the independent registered public accagfitim, as well as its review of the
representations and information provided by managemand the independent registered public accayfitim, the audit committee

recommended to the board that the audited consetidmancial statements be included in the comjsafignual Report on Form 10-K for the
year ended December 31, 20

Audit Committee

David B. Mullen, Chair
George H. Billings
Elizabeth M. Daley
Nancy Hawthorne
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) 1. FINANCIAL STATEMENTS
The following consolidated financial statementsiamuded in Item 8:

- Report of Independent Registered Public Accaognkirm

- Consolidated Statements of Operations for ttegsyended December 31, 2013, 2012 and 2011 (Rdstate

- Consolidated Statements of Comprehensive Indomie years ended December 31, 2013, 2012 antl RxHstated)
- Consolidated Balance Sheets as of December(3B &nd 2012

- Consolidated Statements of Stockholders’ Defaithe years ended December 31, 2013, 2012, abtl (Restated)
- Consolidated Statements of Cash Flows for tle@syended December 31, 2013, 2012 and 2011 (Rd#state

- Notes to Consolidated Financial Statements

() 3. LISTING OF EXHIBITS. The list of exhibitsshich are filed or furnished with this report seancorporated herein by reference, is se
forth in the Exhibit Index immediately preceding tbxhibits and is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, thereduaty authorized.

AVID TECHNOLOGY, INC.
(Registrant)

By: /s/ Louis Hernandez, Jr.

Louis Hernandez, Jr.
Chief Executive Officer and President
(Principal Executive Officer)

Date: September 11, 2014

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed belptine following persons on behalf of 1
registrant and in the capacities and on the datéisated.

By:  /s/ Louis Hernandez, Jr. By: /s/ John W. Frederick By: /s/ Ryan H. Murray
Louis Hernandez, Jr. John W. Frederick Ryan H. Murray
Chief Executive Officer and Executive Vice President, Chief Vice President of Finance and
President Financial Officer and Chief Chief Accounting Officer
(Principal Executive Officer) Administrative Officer (Principal Accounting Officer)

(Principal Financial Officer)

Date: September 11, 2014 Date: September 11, 2014 Date: September 11, 2014

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed belpthe following persons on behalf of
registrant and in the capacities and on the datéisated.

NAME TITLE DATE

s/ George H. Billings
George H. Billings Chairman of the Board of Directors September 11, 2014

/s/ Robert M. Bakish
Robert M. Bakish Director September 11, 2014

/sl Elizabeth M. Daley
Elizabeth M. Daley Director September 11, 2014

s/ Nancy Hawthorne
Nancy Hawthorne Director September 11, 2014

/sl Louis Hernandez, Jr.
Louis Hernandez, Jr. Director September 11, 2014

/sl Youngme E. Moon
Youngme E. Moon Director September 11, 2014

[s/ David B. Mullen
David B. Mullen Director September 11, 2014

/s/ John H. Park
John H. Park Director September 11, 2014
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Exhibit
No.

EXHIBIT INDEX

Incorporated by Reference

Filed with
this Form Form or
Description 10-K Schedule

SEC Filing
Date

SEC File
Number

3.1

3.2

3.3

3.4

4.1

4.2

10.1

10.2

10.3

10.4

10.5

10.6

Certificate of Amendment of the Third Amended and 8-K
Restated Certificate of Incorporation of the Reagist

Third Amended and Restated Certificate of 10-Q
Incorporation of the Registrant

Amended and Restated By-Laws of the Registrant, as 8-K
amended

Amended Certificate of Designations, Preferences an 8-K
Rights of Series A Junior Participating Preferréac®

Specimen Certificate representing the Registrant’s S-1
Common Stock

Rights Agreement, dated as of January 6, 2014, dmtw 8-K
Registrant and Computershare Trust Company, N.A. as
Rights Agent, including all exhibits thereto

Credit Agreement by and among Avid Technology,,Inc. 8-K
Avid Technology International B. V., Pinnacle Syate

Inc., Avid General Partner B.V., each of the lesder

party thereto, and Wells Fargo Capital Finance, L&€

agent, dated October 1, 2010

Amendment #1 to Credit Agreement dated August 16, 10-Q
2011 by and among Avid Technology, Inc., Avid

Technology International B. V., Pinnacle Systems, |

Avid General Partner B.V., each of the lendersypart

thereto, and Wells Fargo Capital Finance, LLC,geng

dated October 1, 2010

Amendment #2 to Credit Agreement dated March 16, 10-Q
2012 by and among Avid Technology, Inc., Avid

Technology International B. V., Pinnacle Systems, |

Avid General Partner B.V., each of the lendersypart

thereto, and Wells Fargo Capital Finance, LLC,geng

dated October 1, 2010

Amendment #3 to Credit Agreement dated November X
20, 2012 by and among Avid Technology, Inc., Avid
Technology International B. V., Pinnacle Systems, |

Avid General Partner B.V., each of the lendersypart

thereto, and Wells Fargo Capital Finance, LLC,geng,

dated October 1, 2010

Amendment #13 to Credit Agreement dated August 29, 8-K
2014 by and among Avid Technology, Inc., Avid

Technology International B. V., Pinnacle Systems, |

Avid General Partner B.V., each of the lendersypart

thereto, and Wells Fargo Capital Finance, LLC,geng,

dated October 1, 2010

Network Drive at Northwest Park Office Lease dadsd 8-K
of November 20, 2009 between Avid Technology, Inc.

and Netview 5 and 6 LLC (for premises at 65 Network

Drive, Burlington, Massachusetts)

July 27, 2005
November 14, 2005
October 21, 2011
January 7, 2014
March 11, 1993*

January 7, 2014

October 7, 2010

November 10, 2011

May 10, 2012

September 4, 2014

November 25, 2009

000-21174

000-21174

000-21174

000-21174

033-57796

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174




10.7

#10.8
#10.9

#10.10

#10.11
#10.12
#10.13

#10.14
#10.15
#10.16
#10.17

#10.18

#10.19

#10.20

#10.21

#10.22

#10.23

#10.24

#10.25

#10.26
#10.27

Network Drive at Northwest Park Office Lease daasd
of November 20, 2009 between Avid Technology, Inc.
and Netview 1,2,3,4 & 9 LLC (for premises at 75
Network Drive, Burlington, Massachusetts)

1993 Director Stock Option Plan, as amended

Second Amended and Restated 1996 Employee Stock
Purchase Plan, as amended

Amendment No #2 to Second Amended and Restated
1996 Employee Stock Purchase Plan, as amended

1997 Stock Option Plan
1997 Stock Incentive Plan, as amended
Second Amended and Restated Non-Qualified Deferred

Compensation Plan

1998 Stock Option Plan
Amended and Restated 1999 Stock Option Plan
Amended and Restated 2005 Stock Incentive Plan

X

Amendment No. 1 to Amended and Restated 2005 Stock X

Incentive Plan

Form of Incentive Stock Option Agreement under the
Registrant's Amended and Restated 2005 Stock

Incentive Plan

Form of Nonstatutory Stock Option Agreement untie
Registrant's Amended and Restated 2005 Stock

Incentive Plan

Form of Nonstatutory Stock Option Agreement for
Outside Directors under the Registrant's Amendetl an
Restated 2005 Stock Incentive Plan

Form of Restricted Stock Unit Agreement under the
Registrant's Amended and Restated 2005 Stock

Incentive Plan

Form of Restricted Stock Unit Agreement for Outside
Directors under the Registrant's Amended and Res$tat
2005 Stock Incentive Plan

Form of Stock Option Agreement for UK Employees
under the HM Revenue and Customs Approved Slab-
for UK Employees under the Registrant's Amended and
Restated 2005 Stock Incentive Plan

Form of Nonstatutory Stock Option Grant Terms and
Conditions (under the 1997 Stock Incentive Plan)
Form of Incentive Stock Option Grant Terms and
Conditions (under the 1997 Stock Incentive Plan)
2012 Executive Bonus Plan

Amended and Restated Executive Employment

Agreement dated March 14, 2011 between the Reqgi:
and Gary G. Greenfield (typographical errors caael

X

X

8-K

10-K
10-K

10-K
10-Q
10-K
10-K
10-K
10-Q

8-K

8-K
8-K

8-K

November 25, 2009

February 29, 2008
March 16, 2010

March 27, 1998
May 14, 1997
February 29, 2008

March 16, 2005
March 16, 2005
August 7, 2008

July 8, 2008

July 8, 2008

July 8, 2008

July 8, 2008

February 21, 2007

February 21, 2007

February 28, 2012

000-21174

000-21174
000-21174

000-21174
000-21174
000-21174

000-21174
000-21174
000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174




#10.28

#10.29

#10.30

#10.31

#10.32

#10.33

#10.34

#10.35

#10.36

#10.37

#10.38

#10.39

#10.40

#10.41

#10.42

#10.43

#10.44
21
23.1
31.1

Nonstatutory Stock Option Agreement dated December
19, 2007 between the Registrant and Gary G. Grdnfi
Restricted Stock Agreement dated December 19, 2007
between the Registrant and Gary G. Greenfield
Separation Agreement dated February 6, 2013 between
Registrant and Gary G. Greenfield

Amended and Restated Executive Employment
Agreement dated December 20, 2010 between the
Registrant and Kenneth A. Sexton

Restricted Stock Unit Award Agreement dated January
28, 2008 between the Registrant and Kenneth A.oBext
Nonstatutory Stock Option Agreement dated Janudyy 2
2008 between the Registrant and Kenneth A. Sexton
Consulting and Separation Agreement dated April 22,
2013 between the Registrant and Kenneth A Sexton
Amended and Restated Executive Employment
Agreement dated December 20, 2010 between the
Registrant and Kirk E. Arnold

Amended and Restated Executive Employment
Agreement dated December 22, 2010 between the
Registrant and Christopher C. Gahagan

Form of Executive Officer Employment Letter as of
January 1, 2012

Executive Officer Employment Agreement dated
February 4, 2011 between the Registrant and James
Vedda

Amended and Restated Employment Agreement dated
December 20, 2010 between the Registrant and Glover
Lawrence

Summary of 2013 Annual Executive Incentive Program

Executive Employment Agreement dated February 11,
2013 between the Registrant and Louis Hernandez, Jr

Amended and Restated Executive Employment
Agreement dated April 22, 2013 between the Registra
and John Frederick

Consulting and Severance Agreement dated July 19,
2013 between the Registrant and Karl Johnsen

2013 Remediation Bonus Plan
Subsidiaries of the Registrant
Consent of Deloitte & Touche LLP

Certification of Principal Executive Officer pursuao
Rules 13a-14 and 15d-14 under the Securities Exghan
Act of 1934, as adopted pursuant to Section 3GBef
Sarbanes-Oxley Act of 2002

x

8-K
8-K
8-K/A

10-K

8-K
10-Q

10-K

10-K

10-K

8-K/A

10-Q

8-K

8-K

December 19, 2007
December 19, 2007
February 12, 2013

March 14, 2011

January 28, 2008
January 28, 2008
September 11, 2014

March 14, 2011

March 14, 2011

February 29, 2012

February 12, 2013

September 11, 2014

July 25, 2013

July 25, 2013

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174

000-21174




31.2 Certification of Principal Financial Officer pursutato X
Rules 13a-14 and 15d-14 under the Securities Exgghan
Act of 1934, as adopted pursuant to Section 30GBef
Sarbanes-Oxley Act of 2002

32.1 Certifications pursuant to 18 U.S.C. Section 1380, X
adopted pursuant to Section 906 of the SarbanesyOxI
Act of 2002
**100.INS XBRL Instance Document X
**100.SCH  XBRL Taxonomy Extension Schema Document X
**100.CAL XBRL Taxonomy Calculation Linkbase Document X
**100.DEF  XBRL Taxonomy Definition Linkbase Document X
**100.LAB XBRL Taxonomy Label Linkbase Document X
*100.PRE  XBRL Taxonomy Presentation Linkbase Document X
# Management contract or compensatory plan idedtgursuant to Iltem 15(a)3.
* Effective date of Form S-1.
*x Pursuant to Rule 406T of Regulation S-T, XBRExtensible Business Reporting Language) informasateemed not filed or a

part of a registration statement or prospectupfmposes of sections 11 or 12 of the SecuritiesofAd933, is deemed not filed
for purposes of section 18 of the Securities Exglkafict of 1934 and otherwise is not subject toiliigbunder these sections.



EXHIBIT 10.4

AMENDMENT NO. 3 TO CREDIT AGREEMENT

AMENDMENT NO. 2 TO CREDIT AGREEMENT (this "Amendm¢gt, dated as of November 20, 2012, by and amon
AVID TECHNOLOGY, INC., a Delaware corporation ("Alf), AVID TECHNOLOGY INTERNATIONAL B.V., a Netherland
private limited liability company, acting througis duly established Irish branch ("Avid Ireland'tangether with Avid, each
individually a "Borrower" and collectively, "Borroavs"), PINNACLE SYSTEMS, INC., a California corptiom ("Pinnacle"),
AVID GENERAL PARTNER B.V., a Netherlands privateniited liability companybesloten vennootschaagting for itself and
in its capacity as general partrfpeherend vennootf Avid Technology C.V. ("Avid GP" and together WwiPinnacle, each
individually a "Guarantor" and collectively, "Guatars"), the lenders identified on the signaturggzahereto (together with their
respective successors and assigns, each a "LeattbCollectively, the "Lenders"), and WELLS FARG@RITAL FINANCE,
LLC, a Delaware limited liability company, as agémtthe Lenders (in such capacity, together walsuccessors and assigns in
such capacity, "Agent”).

WINESSETH:

WHEREAS, Agent, Lenders, Borrowers and Guarantaxelentered into fmancing arrangements pursuamkitch
Lenders (or Agent on behalf of Lenders) have maudiepsiovided and may hereafter make and provideslcaatvances and other
financial accommodations to Borrowers as set fortihe Credit Agreement, dated October 1, 201@nasnded by Amendmen t
No. 1 to Credit Agreement, dated as of August 08,12 by and among Agent, Lenders, Borrowers and#&tars and
Amendment No. 2 to Credit Agreement, dated as atcthla6, 2012, by and among Agent, Lenders, Borrewaad Guarantors
and (as the same may hereafter be further amenutified, supplemented, extended, renewed, restatezplaced, the "Credit
Agreement"), and the other agreements, documedtsiatruments referred to therein or at any timeceiked and/or delivered in
connection therewith or related thereto (all of fitvegoing, together with the Credit Agreement drid Amendment, as the sa
now exist or may hereafter be amended, modifiggplemented, extended, renewed, restated or replaead) collectively
referred to herein as the "Loan Documents");

WHEREAS, Borrowers have requested that Agent antlées make certain amendments to the Credit Agnegraac
Agent and Lenders are willing to make such amendsnsnbject to terms and conditions set forth Ine@nd

WHEREAS, by this Amendment, Borrowers, Guarantdgent and Lenders desire and intend to evidende suc
amendments;

NOW, THEREFORE, in consideration of the foregoiagd the respective agreements and covenants oeditaémein,
the parties hereto agree as follows:

1. Definitions. Capitalized terms used herein which are not atiserdefined herein shall have the respective ngani
ascribed thereto in the Credit Agreement.

2. Letters of Credit Section 2.10(b) of the Credit Agreement is heraimgnded by deleting clauses (iii) and (iv) from
such Section in their entirety and substitutingfgil®wing therefor:




" (iii) the US Letter of Credit Usage would exce®%000,000,
(iv) the Irish Letter of Credit Usage would excej000,000,".

3. _Conditions Precedenthis Amendment shall become effective on the @iege upon which each of the following
conditions precedent has been satisfied in a magatisfactory to Agent:

@ Agent shall have received this Amendment, duly etitled, executed and delivered by Borrowers,
Guarantors and the Required Lenders; and

(b) on the date of this Amendment and after givingaffeereto, no Default or Event of Default shallsgxi
or shall have occurred and be continuing.

4. Representations, Warranties and Covendtash Borrower and Guarantor hereby representsvan@nts to the
Lender Group the following (which shall survive geecution and delivery of this Amendment), thehtrand accuracy of which
representations and warranties are a continuinditon of the making of Advances and providing kestof Credit to Borrower

(a) each Loan Party (i) is duly organized angterg and in good standing (or the applicable egjent under
local law) under the laws of the jurisdiction of @rganization, and in the case of Avid Ireland @duly established branch of a
Netherlands private limited liability company puastito and in accordance with the European Comimesr(iBranch Disclosure
Regulations 1993 of Ireland, (ii) is qualified to dusiness in any state or other jurisdiction whieesfailure to be so qualified
could reasonably be expected to result in a MdtAdaerse Change, and (iii) has all requisite poasd authority to own and
operate its properties, to carry on its businessasconducted and as proposed to be conducteti¢o into this Amendment
and to carry out the transactions contemplatedolyere

(b) this Amendment has been duly executed aligdeded by each Loan Party and is the legally valdi
binding obligation of such Loan Party, enforceasjainst such Loan Party in accordance with itssearcept as enforcement

may be limited by equitable principles or by bamitay, insolvency, reorganization, moratorium, onitar laws relating to or
limiting creditors' rights generally;

(c) the execution, delivery, and performance by eacdml®arty of this Amendment has been duly
authorized by all necessary action on the partiofid.oan Party;

(d) as to each Loan Party, the execution, delivery,partbrmance by such Loan Party of this Amendmel
do not and will not (i) violate any material prawais of federal, state, or local law or regulatiggplicable to such Loan Party, the
Governing Documents of such Loan Party, or anympjddgment, or decree of any court or other Gowvermtal Authority
binding on such Loan Party, (ii) conflict with, taisin a breach of, or constitute (with due noticdapse of time or both) a
default under any Material Contract of such LoartyPaxcept to the extent that any such conflicgdoh or default could not
individually or in the aggregate reasonably be etgubto have a Material Adverse Change, (iii) reisubr require the creation
imposition of any Lien of any nature whatsoevernupay assets of such Loan Party, other than Pediiens, or (iv) require
any approval of such Loan Party's interestholdeesy approval or consent of any Person under aaitgiiél Contract of such
Loan Party, other than consents or approvals tnad been obtained and that are still in force dfetteand except, in the case
Material Contracts, for consents or approvals falilare to obtain could not individually or in tleggregate reasonably be
expected to cause a Material Adverse Change;




(e) the execution, delivery, and performance by eacdml®arty of this Amendment and the consummg
of the transactions contemplated hereby do nowalhdot require any registration with, consent,amproval of, or notice to, or
other action with or by, any Governmental Authariagher than registrations, consents, approvalicex) or other actions that
have been obtained and that are still in forceeffett;

4] the representations and warranties of the LoaneBardntained in the Credit Agreement and the othel
Loan Documents are true and correct in all mategisppects (except that, such materiality qualghell not be applicable to any
representations and warranties that already ardigdar modified by materiality in the text the® on and as of the date her
as though made on and as of the date hereof (etccdpt extent that such representations and wigesarelate solely to an
earlier date); and

(9) as of the date hereof, no Default or Event of Digfists or has occurred and is continuing.

5. _Effect of this AgreemenExcept as expressly amended pursuant heretadheo @hanges, waivers or modifications
to the Loan Documents are intended or implied,iaradl other respects the Loan Documents are hespbgifically ratified and
confirmed by all parties hereto as of the datedfefo the extent that anyprovision of the Credifrdement or any of the other
Loan Documents are inconsistent with the provisimiihis Amendment, the provisions of this Amendirshrall control.

6. Further Assurance®8orrowers and Guarantors shall execute and ddliveh additional documents and take such
additional action as may be reasonably requestetbent to effectuate the provisions and purposesdie

7. _Governing Law The validity of this Amendment, the constructiorierpretation and enforcement hereof, and the
rights of the parties hereto with respect to alttera arising hereunder or related hereto shadldtermined under, governed by,
and construed in accordance with the laws of thgeSif New York bnt excluding any principles of @imts of law or other rule
of law that would cause the application of the avanyjurisdiction other than the laws of the Stftélew York.

8. Binding Effect This Amendment shall bind and inure to the beméfihe respective successors and assigns of ec
of the parties hereto.

9. _Counterparts; Electronic Executiohhis Amendment may be executed in any numbeowhierparts and by
different parties on separate counterparts, eaghih, when executed and delivered, shall be ddgmbe an original, and all
of which, when taken together, shall constitutedné and the same agreement. Delivery of an exeg:cotnterpart of this
Amendment by telefacsimile or other electronic rodtbf transmission shall be equally as effectivdelsery of an original
executed counterpart of this Amendment. Any paetyvdring an executed counterpart of this Amendnbgrielefacsimile or
other electronic method of transmission also gtellver an original executed counterpart of thiselaiment but the failure to
deliver an original executed counterpart shallaftgct the validity, enforceability, and bindingedt of this Amendment.

[SIGNATURES APPEAR ON NEXT PAGE]




IN WITNESS WHEREOF, the parties hereto have catisisdAmendment to be executed on the day and ymsaabove
written.
BORROWERS
AVID TECHNOLOGY, INC.
By: /s/ Ken Sexton
Name: Ken Sexton
Title:  Chief Financial Officer
AVID TECHNOLOGY INTERNATIONAL B.V.
By: /s/ Ken Sexton

Name: Ken Sexton
Title: Managing Director

GUARANTORS:

PINNACLE SYSTEMS, INC.

By: /s/ Ken Sexton
Name: Ken Sexton
Title: President

AVID GENERAL PARTNER B.V. acting for itself and in
its capacity of general partn@reherend vennootf Avid
Technology C.V.

By: /s/ Ken Sexton

Name: Ken Sexton
Title: Managing Director

AGENT AND LENDERS:

WELLS FARGO CAPITAL FINANCE, LLC, as Agent and ahaer

By: /s/ John Husson
Name: John Husson
Title:  Senior Vice President




EXHIBIT 10.10
AVID TECHNOLOGY, INC.
AMENDMENT NO. 2 TO
SECOND AMENDED AND RESTATED 1996 EMPLOYEE STOCK PURCHASE PLAN
Adopted by the Board of Directors, March 14, 2013

Pursuant to Section 18 of the Second Amended asthiRe 1996 Employee Purchase Plan (the “PlanAvaf
Technology, Inc. (the “Companyhe Plan is hereby amended as set forth below t&aeid terms used herein and
defined herein shall have the meanings ascribdéteto in the Plan.

Section 18 of the Plan is hereby amended and eglstaits entirety to read as follows:

(@) Amendment of the PlaiThe Board may at any time, and from time to tinmeead this Plan in any respect, except
that (i) if Section 423 of the Code requires thattsamendment be approved by the shareholdere @dmpany is
required by, such amendment shall not be effectétbut such approval, and (b) in no event may angradment
be made which would cause the Plan to fail to cgmpih Section 423 of the Code.

(b) Suspension of the PlarThe Board may, at any time, suspend the Plawigedthat the Company shall provide
notice to the Participants prior to the effectivenef such suspension. The Board may resume thatmpeof the
Plan following any such suspension; provideat the Company shall provide notice to the Piadiats prior to the
date of termination of the suspension period. Ai€ipant shall remain a Participant in the Planimyiany
suspension period (unless he or she withdraws gaotsa Section 8), however no Options shall be tgichor
exercised, and no payroll deductions shall be nradespect of any Participant during the suspengerod.




EXHIBIT 10.17

AVID TECHNOLOGY, INC.
AMENDMENT NO. 1 TO 2005 AMENDED AND RESTATED STOCK OPTION PLAN

Adopted by the Board of Directors, May 10, 2013

Pursuant to Section 3(a) of the Amended and Resgii@5 Stock Option Plan (the “Plan”) of Avid Teclogy,
Inc. (the “Company”), the Plan is hereby amendeskeagorth below. Capitalized terms used hereinrastdlefined
herein shall have the meanings ascribed to theheilan.

The Definition of “Outside Directorin Section 6(a) of the Plan is hereby amended &ad
follows:

An “Outside Director” is a member of the Board wikaot then (i) an employee of the
Company or any subsidiary of the Company, (ii)likaeficial owner of 10% or more of the
outstanding Common Stock of the Company (a “Sigaift Stockholder”) or (iii) a controlling
stockholder, member or partner of a Significancistolder.



EXHIBIT 10.18

AV

Notice of Grant of Time-Based Stock
Option under Amended and Restated
2005 Stock Incentive Plan

Grant Number(s):

[NAME] Employee ID: Amended and Restated 2005 St
[ADDRESS] Plan: Incentive Plan
This notice (the “Notice”) evidences the grant byicATechnology, Inc. (the “Company”) on ___, (tH@érant Date”) to

you (the “Optionee”) of a time-based stock optioptrchase __ shares (the “Shares”) of commork,stic01 par
value per share, of the Company (the “Common Sigakrsuant to the Company’s Amended and Restatel 3@ck
Incentive Plan (as amended from time to time, #lari”) at an exercise price of $ _ per share (th&f&s").This stock
option consists of an incentive stock option tochaise _ of the Shares (the “ISO Shares”). Foenméormation
regarding the 1ISO Shares, see the applicable Tanch&€onditions attached hereto. The Notice, tteehéd Terms and
Conditions of the ISO Shares, and the Plan, togethestitute the complete agreement between thio@g& and the
Company regarding this stock option and the Shares.

The Shares will vest as follows:

By your signature and the Company’s signature bgymu and the Company agree that this stock opgigmanted
under and governed by the terms and conditionseoPtan, the attached Terms and Conditions ofSkeS$hares and
any applicable, superseding terms of your employragreement with the Company.

AVID TECHNOLOGY, INC.

By Date:

I acknowledge the stock option grant made to me on , and confirm that | agree toghmag and conditions
set forth herein.

Date:




Avid Technology, Inc.
Incentive Stock Option Grant
Terms and Conditions for ISO Shares

1. Grant of Option The Company shall grant to the Optionee an optinbject to these Terms and Conditions,
the attached Notice and the Plan, to purchaseutmber of ISO Shares identified in the Notice atghiee per Share set
forth in the Notice. Capitalized terms used hesgid not otherwise defined shall have the meanisgsteed in the
Notice.

It is intended that the option evidenced herebyl igaan incentive stock option as defined in Set#d22 of the
Internal Revenue Code of 1986, as amended, ancegnjations promulgated thereunder (the “Code”cdpt as
otherwise indicated by the context, the term “Opd®,” as used in this option, shall be deemeddiade any person
who acquires the right to exercise this optiondhglunder its terms. Except where the context aties requires, the
term “Company” shall include any of the Company'esent or future parent or subsidiary corporatemdefined in
Sections 424(e) and 424(f) of the Code.

2. Vesting Schedule Except as otherwise provided herein, this opti@y be exercised in whole or in part prior
to the seventh anniversary (the “Final ExerciseeDatf the Grant Date, subject to the vesting salegdrovided in the
Notice. The right of exercise shall be cumulatigetsat to the extent the option is not exerciseany period to th:
maximum extent permissible it shall continue taekercisable, in whole or in part, with respectlitd20 Shares for
which it is vested until the earlier of the Finadecise Date or the termination of this option unBlection 3 or the Pla

3. Exercise of Option

(a) Form of Exercise Each election to exercise this option shall ba manner as determined by the
Company from time to time and shall be accompahjegayment in full in accordance with Section 4eTptionee
may purchase less than the number of ISO Sharesaeabhereby, provided that no partial exercisdigfaption may b
for any fractional ISO Share or for fewer than wémle ISO Shares.

(b) Continuous Relationship with the Company RequirEdcept as otherwise provided in this Section :
this option may not be exercised unless the Opéipaethe time he or she exercises this optiomnd,has been at all
times since the Grant Date, an employee of the @omgan “Eligible Optionee”).

(c) Termination of Relationship with the Company

(i) Generally. If the Optionee ceases to be an Eligible Optidoeany reason, then, except as providec
in Sections 3(c)(iii) and (c)(iv), the right to egese this option shall terminate three monthsrafteh cessation
(but in no event after the Final Exercise Datepvmtedthatthis option shall be exercisable only to the extent
that the Optionee was entitled to exercise thigoapin the date of such cessation taking into actany
applicable acceleration provisions.

(i) Terms of Employment AgreemenNotwithstanding anything to the contrary in th&sems and
Conditions, the Notice or the Plan, if the Optideesamployment with the Company is terminated, ttres
option shall be subject to any applicable, supéngedesting and exercise




terms as set forth in the Optionee’s then-effeatingloyment agreement, offer letter or other simalgreement
with the Company, if any.

(iif) Exercise Period Upon Death, Disability or Reiment. If the Optionee dies, becomes disabled
(within the meaning of Section 22(e)(3) of the Coaoleretires prior to the Final Exercise Date wlinigeor she is
an Eligible Optionee and the Company has not teatathsuch relationship for “Cause” as defined ictiSa 3
(iv), this option shall be exercisable, within theriod of one year following the date of deathaHikty or
retirement of the Optionee, by the Optionee (oth&case of death, by an authorized transferesyidedthat
this option shall be exercisable only to the extbat this option was exercisable by the Optione¢éhe date of
his or her death, disability or retirement takingpiaccount any applicable acceleration, and fughevided tha
this option shall not be exercisable after the Hiercise Date.

(iv) Discharge for Cauself the Optionee, prior to the Final Exercise Dasadischarged by the Compe
for “Cause” (as defined below), the right to exsecihis option shall terminate immediately uponefiective
date of such discharge.

(v) Definitions. For purposes of this Section 3; “retiremesttall mean the cessation of employment
the Company for any reason other than “Cause” b atonee who is at least 60 years of age and valsdoken
employed continuously by the Company for the sergars immediately preceding the date of cessafion o
employment; and “Cause” shall mean willful miscocidoy the Optionee or willful failure by the Optiea to
perform his or her responsibilities to the Compéngluding, without limitation, breach by the Optiee of any
provision of any employment, consulting, advisergndisclosure, non-competition or other similareggnent
between the Optionee and the Company), as detedrbynéhe Company, which determination shall be
conclusive. Notwithstanding the foregoing, if thptl©nee is party to an employment agreement, ¢étézr or
other similar agreement with the Company that doata definition of “cause” for termination of erogment,
“Cause” shall have the meaning ascribed to such teisuch agreement. The Optionee shall be coresider
have been discharged for “Cause” if the Compangrdehes, within 30 days after the Optionee’s resiigm,
that discharge for Cause was warranted.

(d) Effect of Breach of CovenanidNotwithstanding anything to the contrary in Sewt8(c), if the Optionee,
prior to the Final Exercise Date, breaches (asated by the Company in its sole discretion) tba-sompetition,
non-solicitation or confidentiality provisions ofiaemployment or nondisclosure agreement or otingfas agreement
between the Optionee and the Company, the rigésteocise this option shall terminate immediatelgrupuch
violation.

4. Payment of Purchase Pric€ommon Stock purchased upon the exercise obfitien shall be paid for as
follows:

(@) in cash or by check, payable to the order @Gbmpany;

(b) with the prior consent of the Company (whichyrba withheld in its sole discretion), by (i) dedry

of an irrevocable and unconditional undertakingalgreditworthy broker to deliver promptly to ther@uany sufficient
funds to pay the exercise price and any requinreavttnholding or (ii) delivery by the Optionee toet Company of a
copy of irrevocable and unconditional instructidms creditworthy broker to deliver promptly to tBempany cash ol
check sufficient to pay the exercise price andraqyired tax withholding;




(c) if the Common Stock is registered under the SaeariExchange Act of 1934, by delivery of share
Common Stock owned by the Optionee valued at tesirMarket Value (as defined in Section 5(h)(3})ha Plan),
provided (i) such method of payment is then peeditinder applicable law, (ii) such shares, if aecgudirectly from
the Company, were owned by the Optionee for suctimum period of time, if any, as may be establishgdhe Boart
in its discretion, and (iii) such shares are ndijesct to any repurchase, forfeiture, unfulfilledstiag or other similar
requirements;

(d) to the extent permitted by applicable law agpdh® Board, by payment of such other lawful
consideration as the Board may determine; or

(e) by any combination of the above permitted foahgayment.
5. Tax Matters

(a) Withholding. No ISO Shares will be issued pursuant to theaeseiof this option unless and until the

Optionee pays to the Company, or makes provisitsfaetory to the Company for payment of, any fatlestate or
local withholding taxes required by law to be witdhin respect of this option. In the Board’s détimn, and subject to
such conditions as the Board may establish, sucblibgations may be paid in whole or in part imuss of Common
Stock, including 1ISO Shares retained from the optieating the tax obligation, valued at their Raarket Value. The
Company may, to the extent permitted by law, deduagtsuch tax obligations from any payment of aing lotherwise
due to the Optionee.

(b) Disqualifying Disposition If the Optionee disposes of ISO Shares acquipeah @xercise of this
option within two years from the Grant Date or gear after such ISO Shares were acquired pursaaxercise of thi
option, the Optionee shall notify the Company’scBtBlan Manager of such disposition by post orrioféice mail at
Avid Technology, Inc., Second Floor, 75 Network\&yi Burlington, MA 01803 of such disposition.

(c) Termination of Employmentlf the Optionee’s employment with the Companteisninated but such
Optionee remains an Eligible Optionee, such ElgiDptionee must exercise this option (to the extestexercisable
on the date of such termination) within (i) threenths following the Eligible Optionee’s termination(ii) if the
Eligible Optionee dies or becomes disabled (withenmeaning of Section 22(e)(3) of the Code) organdhe Final
Exercise Date while he or she is an Eligible Om®mand the Company has not terminated such rethiifor “Cause”
as defined in Section 3(iv), this option shall Bereisable, within the period of one year followitng date of death or
disability of the Optionee, by the Optionee (orthe case of death, by an authorized transfemre@yder for the option
to receive incentive stock option treatment undmati®n 422 of the Code. After such three-monthqukrihe option, to
the extent exercisable, will convert to a nonstatustock option.

3




6. Nontransferability of Option This option may not be sold, assigned, transfiep&dged or otherwise
encumbered by the Optionee, either voluntarilyyooperation of law, except by will or the laws @&stent and
distribution, and, during the lifetime of the Opte®, this option shall be exercisable only by tiptiddee.

7. Miscellaneous

(a) Governing Law. These Terms and Conditions shall be governedtycanstrued in accordance with
the laws of the State of Delaware without regardrty choice or conflict of law provision.

(b) Severability. The invalidity or unenforceability of any prowsi hereof shall not affect the validity or
enforceability of any other provision hereof, amdle such other provision shall be severable anoresdble to the
extent permitted by law.

(c) Binding Effect. These Terms and Conditions shall be binding wahinure to the benefit of the
Company and the Optionee and their respective,heiecutors, administrators, legal representatsugs;essors and
assigns, subject to the restrictions on transfiefosth in Section 6.

(d) Entire Agreement These Terms and Conditions, the Notice, the &hghany applicable, superseding
terms of the Optionee’s employment agreement dostine entire agreement between the partiessapersede all
prior agreements and understandings, relatingeativject matter hereof.

(e) Amendment These Terms and Conditions may only be amendetbdified in accordance with the
Plan.



EXHIBIT 10.19

AV

Notice of Grant of Time-Based Stock
Option under Amended and Restated
2005 Stock Incentive Plan

Grant Number(s):
[NAME] Employee ID: _
[ADDRESS] Plan: .

This notice (the “Notice”) evidences the grant by &id Technology, Inc. (the “Company”) on (the “Grant Date”) to you
(the “Optionee”) of a time-based stock option toghase _ shares (the “Shares”) of common s®itR1 par value per share,
of the Company (the “Common Stock”) pursuant to@eenpany’s Amended and Restated 2005 Stock IneeRian (as amended
from time to time, the “Plan”) at an exercise priafe per share (the “Shares”). This stockarptionsists of a honstatutory
stock option (the “NSO Shares”). For more informatiegarding the NSO shares, see the Terms andt©osdttached hereto.
The Notice, the attached Terms and Conditions@fNBO Shares, and the Plan, together constitutectih@lete agreement
between the Optionee and the Company regardingtihi& option and the Shares.

The Shares will vest as follows:

By your acceptance of this grant and the Compasigisature below, you and the Company agree thastbck option is granted
under and governed by the terms and conditionseoPtan, the attached Terms and Conditions of 8@ Shares and any

applicable, superseding terms of your employmerdgeagent with the Company.

AVID TECHNOLOGY, INC.

By: Date:




Avid Technology, Inc.
Nonstatutory Stock Option Grant
Terms and Conditions for NSO Shares

1. Grant of Option The Company has granted to the Optionee an gidject to these Terms and Conditions, the
attached Notice and the Plan, to purchase the nuoitdSO Shares identified in the Notice at the@mer Share set forth in the
Notice. Capitalized terms used herein and not atiserdefined shall have the meanings ascribedeibtice.

It is intended that the option evidenced herebyl sleh be an incentive stock option as defined ectin 422 of the
Internal Revenue Code of 1986, as amended, antegaiations promulgated thereunder (the “Code”cdpt as otherwise
indicated by the context, the term “Optionee,” asdlin this option, shall be deemed to includeergon who acquires the right
to exercise this option validly under its termsc&pt where the context otherwise requires, the t&@ompany” shall include any
of the Company’s present or future parent or sudasiccorporations as defined in Sections 424(e)42%(f) of the Code.

2. Vesting ScheduleExcept as otherwise provided herein, this opti@y be exercised in whole or in part prior to the
seventh anniversary (the “Final Exercise Datethef Grant Date, subject to the vesting scheduleigeed in the Notice.
The right of exercise shall be cumulative so thahe extent the option is not exercised in anjopeto the maximum
extent permissible it shall continue to be exettisan whole or in part, with respect to all NS@ages for which it is
vested until the earlier of the Final Exercise Datéhe termination of this option under Sectioor 3he Plan.

3. Exercise of Option

@) Form of Exercise Each election to exercise this option shall ba manner as determined by the Company
from time to time and shall be accompanied by paytriefull in accordance with Section 4. The Op&#emmay purchase less than
the number of NSO Shares covered hereby, provitscb partial exercise of this option may be foy ractional NSO Share or
for fewer than ten whole NSO Shares.

(b) Continuous Relationship with the Company RequirBdcept as otherwise provided in this Sectiorn(3, t
option may not be exercised unless the Optionabgedime he or she exercises this option, is,tagdbeen at all times since the
Grant Date, an employee, officer or director ofconsultant or advisor to, the Company (an “EligiBlptionee”).

(©) Termination of Relationship with the Company

(i) Generally. If the Optionee ceases to be an Eligible Optidoeany reason, then, except as provided in
Sections 3(c)(iii) and (c)(iv), the right to exeseithis option shall terminate three months afiehsessation (but in no
event after the Final Exercise Date), provitieat this option shall be exercisable only to the exthat the Optionee was
entitled to exercise this option on the date ohstessation taking into account any applicablelacaton provisions.

(i) Terms of Employment AgreemeniNotwithstanding anything to the contrary in th@sems and Conditions,
the Notice or the Plan, if the Optionee’s employhwith the Company is terminated, then this opsaall be subject to
any applicable, superseding vesting and exerciggstas set forth in the Optionee’s thaeffective employment agreeme
offer letter or other similar agreement with thengany, if any.

(iii) Exercise Period Upon Death, Disability or Reinent. If the Optionee dies, becomes disabled (withen th
meaning of Section 22(e)(3) of the Code) or retmesr to the Final Exercise Date




while he or she is an Eligible Optionee and the @amny has not terminated such relationship for “@aas defined in
Section 3(iv), this option shall be exercisablethin the period of one year following the date e&th, disability or
retirement of the Optionee, by the Optionee (othancase of death, by an authorized transferemjidedthatthis option
shall be exercisable only to the extent that tptsom was exercisable by the Optionee on the datésar her death,
disability or retirement taking into account anykgable acceleration, and further provided thé gption shall not be
exercisable after the Final Exercise Date.

(iv) Discharge for Cauself the Optionee, prior to the Final Exercise Dagalischarged by the Company for
“Cause” (as defined below), the right to exerclge bption shall terminate immediately upon theetre date of such
discharge.

(v) Definitions. For purposes of this Section 3; “retirement” shredan the cessation of employment with the
Company for any reason other than “Cause” by ano@gé who is at least 60 years of age and who éas employed
continuously by the Company for the seven yearsadiately preceding the date of cessation of empémtirand “Cause”
shall mean willful misconduct by the Optionee olifwi failure by the Optionee to perform his or hhesponsibilities to tr
Company (including, without limitation, breach IhetOptionee of any provision of any employment,sciting, advisory
nondisclosure, non-competition or other similareggnent between the Optionee and the Company)tesrdeed by the
Company, which determination shall be conclusivetviithstanding the foregoing, if the Optionee istp&o an
employment agreement, offer letter or other simalgreement with the Company that contains a definif “cause” for
termination of employment, “Cause” shall have treaning ascribed to such term in such agreementOptienee shall
be considered to have been discharged for “Cafigieé iCompany determines, within 30 days afterQiptionee’s
resignation, that discharge for Cause was warranted

(d) Effect of Breach of CovenantdNotwithstanding anything to the contrary in Seet8(c), if the Optionee, prior to t
Final Exercise Date, breaches (as determined bgdnepany in its sole discretion) the non-compatitioon-solicitation or
confidentiality provisions of any employment or d@atlosure agreement or other similar agreememidet the Optionee and the
Company, the right to exercise this option shathieate immediately upon such violation.

4. Payment of Purchase Pric€ommon Stock purchased upon the exercise obitien shall be paid for as follows:
(@) in cash or by check, payable to the order of then@amy;
(b) with the prior consent of the Company (which maynlithheld in its sole discretion), by (i) deliveo§ an

irrevocable and unconditional undertaking by a itwaatthy broker to deliver promptly to the Compasufficient funds to pay the
exercise price and any required tax withholdingipdelivery by the Optionee to the Company ofopy of irrevocable and
unconditional instructions to a creditworthy brokedeliver promptly to the Company cash or a cledkcient to pay the
exercise price and any required tax withholding;

(c) if the Common Stock is registered under the SdesriExchange Act of 1934, by delivery of share€oafnmor
Stock owned by the Optionee valued at their FairkeiaValue (as defined in Section 5(h)(3) of tharf) provided (i) such
method of payment is then permitted under applecw, (ii) such shares, if acquired directly frtme Company, were owned by
the Optionee for such minimum period of time, iffaas may be established by the Board in its digereand (iii) such shares are
not subject to any repurchase, forfeiture, unfieifilvesting or other similar requirements;

(d) to the extent permitted by applicable law and yBloard, by payment of such other lawful considensas
the Board may determine; or




(e) by any combination of the above permitted formpafment.

5. Tax Matters No NSO Shares will be issued pursuant to theoisepf this option unless and until the Optionagsto
the Company, or makes provision satisfactory taGbmpany for payment of, any federal, state orlladghholding taxes require
by law to be withheld in respect of this optiontie Board’s discretion, and subject to such camuitas the Board may establish
such tax obligations may be paid in whole or int pashares of Common Stock, including NSO Shagtsinmed from the option
creating the tax obligation, valued at their Faarkket Value. The Company may, to the extent peechibly law, deduct any such
tax obligations from any payment of any kind othisendue to the Optionee.

6. Nontransferability of Option This option may not be sold, assigned, transfieipkedged or otherwise encumbered by
the Optionee, either voluntarily or by operationaf, except by will or the laws of descent andriistion or pursuant to a
gualified domestic relations order, and, duringlifedime of the Optionee, this option shall be exXgable only by the Optionee.

7. Miscellaneous

@) Governing Law These Terms and Conditions shall be governedtycanstrued in accordance with the laws
of the State of Delaware without regard to any céar conflict of law provision.

(b) Severability. The invalidity or unenforceability of any prowsi hereof shall not affect the validity or
enforceability of any other provision hereof, aagle such other provision shall be severable amutezdible to the extent
permitted by law.

(c) Binding Effect. These Terms and Conditions shall be binding wpwhinure to the benefit of the Company
the Optionee and their respective heirs, executolginistrators, legal representatives, successmassigns, subject to the
restrictions on transfer set forth in Section 6.

(d) Entire Agreement These Terms and Conditions, the Notice, the Btaustitute the entire agreement between
the parties, and supersede all prior agreementsi@herstandings, relating to the subject mattezdfer

(e) Amendment These Terms and Conditions may only be amendetbdified in accordance with the Plan.



EXHIBIT 10.27

Corrected version: December 27, 20

AVID TECHNOLOGY, INC.

AMENDED AND RESTATED EXECUTIVE EMPLOYMENT AGREEMENT

AS AMENDED March 14, 2011

This Amended and Restated Executive Employmenteékgent (this "Agreement”) is entered into as of Matd, 2011,
by and between Avid Technology, Inc., a Delawamparation (the "Company"), and Gary G. GreenfiéExecutive"). This
Agreement shall replace and supersede that cétxa@ioutive Employment Agreement between Executivetha Company
entered into as of December 19, 2007 and amendkrkatated on December 20, 2010 (the "Prior Agre¢the

Recital

The Company and the Executive desire to amendestdte the Prior Agreement in its entirety asahfherein, effectiv
as of the date set forth above, to provide thatdha of this Agreement shall continue until Mafieh 2014, with automatic annt
extensions thereafter unless either party provigesequisite advance notice of intent to terminhite Agreement and with certe
automatic extensions in the event of a Change-inti©bof the Company (as defined below) or a Paathange-in-Control
Period (as defined below).

Agreement

In consideration of the foregoing Recital and théuml promises and covenants herein containedicarather good and
valuable consideration, Executive and the Compiatgnding to be legally bound, agree as follows:

ARTICLE |
SERVICES

1.1 _Service Commencing on December 19, 2007 (the "Effediiaée™) and throughout the Term (as defined
below), Executive shall serve as the Chief Exeeuificer of the Company upon the terms and comdfitiset forth below.

1.2 _Duties During the Term, Executive agrees to performhsiecutive duties consistent with his position as
may be assigned to him from time to time by therBad Directors of the Company (the "Board" or "Bdbaf Directors”) and to
devote his full working time and attention to sutthies.

Following the Effective Date, Executive shall bemited to continue serving on, and only on, thards of
directors (and committees thereof) of three comgman which Executive serves as of the Effectivie Qe "Existing
Directorships"); provided, however, that if Exegetresigns or otherwise ceases to serve with regpany Existing Directorshij
Executive shall not serve on the boards of dirsctoradvisory committees of more than two compafpablic or private) without
prior Board approval. Executive's service on tibarfl shall not be taken into account for purpos$éiseolimitations set forth in
this paragraph.

1.3 _No Conflicting CommitmentsDuring the Term, Executive will not undertakegy @emmitments, engage or




have an interest in any outside business activitienter into any consulting agreements whichhéngood faith
determination of the Board of Directors (excludixgcutive), conflict with the




Company's interests or which might reasonably Ipeeted to impair the performance of Executive'seduds a fulime employe
of the Company. Notwithstanding the foregoing, &xve may pursue personal interests (includinghevit limitation, industry,
civic and charitable activities), attend to hisgmeral investments, so long as such activities danterfere with the performance
his duties hereunder, and, until December 31, 20@Ttinue to satisfy obligations with respect te fwior employer.

1.4 _Board Membership Executive shall be appointed a member of the@o&Directors as of the Effective
Date and shall serve as a member of the Board withaiditional compensation. During the Term, aheannual meeting of the
Company's stockholders at which Executive's merhiies the Board has expired, the Company will n@té Executive to
serve as a member of the Board. Executive's seag@ member of the Board will be subject to aquired stockholder
approval. Upon termination of Executive's emplogimeith the Company for any reason, unless the @a#frrmatively requests
that Executive remain on the Board, Executive balldeemed to have resigned from the Board voliyn&siof the last day of
employment with the Company; and at the Board'sest) Executive will execute any documents necgseaeflect such
resignation.

1.5 _Chairman of Board Executive will be named Chairman of the Boarthimi 12 months after the Effective

Date.

ARTICLE I
Term

2.1 Term The term of this Agreement (the "Term") shalimtoence on the Effective Date and shall expire on
March 14, 2014 unless the Term is:

2.1.1 extended pursuant to the provisions of thigiSn 2.1; or

2.1.2 terminated when Executive's employment teaus pursuant to Section 4.1 hereof;

provided, however, that notwithstanding the foragothe Term shall continue to automatically beeeded for periods of one (1)
year so long as neither party provides writtenaoto the other of its intent to terminate by aedalich is at least one hundred
eighty (180) days prior to the then-current exparatiate of this Agreement, and, provided furtiieaf (i) in the event that a
Change-in-Control of the Company (as defined intiSeet.2.2) should occur during the twelve (12) thsrprior to the end of the
then-current Term and Executive is still an empéogéthe Company at that time, then the Term sletieemed to expire on the
date that is twelve (12) months after the dataiohsChange-in-Control of the Company, (ii) in tivert a Potential Change-in-
Control Period (as defined in Section 4.2.6) exigthin the twelve (12) months prior to the endhod then-current Term and
Executive is still an employee of the Company athat date, the Term shall be deemed to expird@mate that is twelve (12)
months after the commencement of such Potentiah@h&n-Control Period and (iii) the expiration of the Testmall not adversel
affect Executive's rights under this Agreement Wwhiave accrued prior to such expiration. For tr@dance of doubt, if a
Potential Change-in-Control Period shall commendhé twelve (12) months prior to the end of thentleurrent Term and a
Change-in-Control of the Company shall also oceuing) such twelve (12) month period, and if Exegaitis still an employee of
the Company on the date of the Change-in-Contrth®Company, the Term shall be deemed to expigbvénr(12) months after

accordance with the provisions of this Agreemewninfand after the end of the Term, Executive dhathn employee-at-will.




ARTICLE Il
Payments

3.1 _Base CompensatiorDuring the Term, the Company shall pay Executinennual base salary (the "Base
Salary") of Nine Hundred Thousand Dollars ($900)0@@yable in regular installments in accordandé thie Company's usual
payment practices. The Base Salary shall be r@ddywy the Board of Directors' Compensation Commithering the Term and
increased (but not decreased) accordingly at $@etion of the Compensation Committee. As of dan, 2010, Executive's
Base Salary is $936,000.

3.2 _Incentive Payment€£ommencing with the Company's fiscal year endlegember 31, 2008 and thereafte!
during the remainder of the Term, Executive shalebgible to participate in an annual performabeeus plan pursuant to which
he shall be eligible to receive a target annualisdthe "Annual Incentive Bonus") equal to One Heddpercent (100%) of his
then Base Salary for full attainment of his perfanoe objectives (which may include compavige objectives), with a maximu
annual bonus equal to One Hundred Thirty-Five per(E35%) of his then Base Salary for extraordinaeyformance on all or
nearly all of his performance objectives. Theltotsh compensation payable to Executive with re@dpefiscal year 2008,
including his Annual Incentive Bonus for 2008 (leutluding the bonus payable under Section 3.8)| sbaexceed Two Million
One Hundred Fifteen Thousand Dollars ($2,115,000).

The amount of Executive's Annual Incentive Bonfiany, shall be based on the degree to which Exexsit
performance objectives for a fiscal year have bmmenh Within 70 days after the Effective Date, Exee and the Compensation
Committee of the Board (after receiving input frtme Board) shall have mutually determined and distedl Executive's
performance objectives for fiscal year 2008. Th#ee, during the Term, Executive's performancectbyes for each fiscal year
shall be mutually established by the Compensatiomi@ittee of the Board and Executive during Exe&iiannual performance
review; provided, that in no event shall the petages set forth in the first paragraph of this 8ac3.2 to be used in calculating
Executive's Annual Incentive Bonus be reduced. Tompensation Committee of the Board shall detegpfior each fiscal year,
the extent to which Executive's performance objestfor such fiscal year have been attained andrttaunt of the Annual
Incentive Bonus, if any, for such fiscal year. Afynual Incentive Bonus earned by Executive wipeet to a fiscal year shall
paid to him promptly after the filing of the Compg&Annual Report on Form 10-K for such fiscal yeat in no event later than
90 days after the end of such fiscal year. Theusnrhof, and Executive's entitlement to receive,Ahaual Incentive Bonus for a
fiscal year shall be determined without regard keetlier Executive is employed on the date that suctual Incentive Bonus is
payable.

3.3 _Equity Grant

3.3.1. Option Grant Effective as of the Effective Date, pursuana tstock option agreement, Executive
will be awarded an option to purchase Seven Hundveehty-Five Thousand (725,000) shares of Avid Tedbgy, Inc. common
stock (the "Stock Option"). The exercise pricd Wwé the closing price of the stock on the EffeetiVate (the "Start Price").

@ One Hundred Thousand (100,000) shares of the ®ptikn will vest on a timéased schedule
equal 6.25% increments every three months, witHitkievesting date on March 19, 2008 and thevasting date on December
19, 2011, as long as Executive is employed by thmgainy on each such vesting date.

(b) Three Hundred Thousand (300,000) shares of th&k ®ption will vest on a performance-based
schedule, as follows:




(1) One Hundred Fifty Thousand (150,000) shares oStbek Option will vest at the end of
the first 20 consecutive trading day period followthe Effective Date during which the common stotihe Company, as
guoted on Nasdagq (or on such other exchange assbaocls may be traded), trades (without regardet@lbsing price) at a
price per share of at least twice the Start Pasedjusted for stock splits and stock dividendd; a

@) An additional One Hundred Fifty Thousand (150,08@8res of the Stock Option will ve
at the end of the first 20 consecutive trading plasfod following the Effective Date during whichettommon stock of the
Company, as quoted on Nasdaq (or on such otheargelas such shares may be traded), trades (withgard to the
closing price) at a price per share of at leagteghimes the Start Price, as adjusted for stodts spid stock dividends.

(c) Three Hundred Twenty-Five Thousand (325,000) shafrdse Stock Option (the "ROE Option
Shares") will vest in accordance with the followiadle, based upon improvement in the Company'srRein Equity, or ROE (as
defined below), in calendar year periods, commanueiith calendar year 2008. Improvements for eatbndar year shall be
measured against a baseline ROE for the 12-momithdpended September 30, 2007 ("Baseline”).

ROE Percentage Point

Improvement in Calendar Percentage of
Year Compared to ROE Option
Baseline Shares to Vest
14% 100%

12% 90%

10% 75%

8% 60%

6% 45%

4% 30%

2% 15%

0% 0%

The Board (excluding Executive if he is a membethefBoard) shall make the final determination €HRand the ROE
percentage point improvement for purposes heraaddoh calendar year no later than the 1st dayastMfollowing the end of
such calendar year. The determination of ROE $teatlerived upon the Company's audited financaéstents for the applicable
calendar year and the unaudited financial statesrfenthe Baseline period. The ROE Option Shafesyy, that are not vested at
the end of the seventh calendar year (2014) skdbteited.

"Return on Equity" or "ROE" shall be determinedngsihe Company's non-GAAP net income as publisheahiearning release,
adding the provision for income taxes and subtngatie non-GAAP related tax adjustments for thdiegiple period and dividing
by the average common stockholder equity duringstimee period.

Notwithstanding the foregoing, the ROE Option Skavél vest in full at the end of the first 20 cemsitive trading day peric
following the Effective Date during which the commstock of the Company, as quoted on Nasdaq (suoh other exchange as
such shares may be traded), trades (without régdahe closing price) at a price per share at lasttimes the Start Price, as
adjusted for stock splits and stock dividends.

3.3.2. Restricted Stock GranEffective as of the Effective Date, pursuana testricted stock agreeme
Executive will be granted One Hundred Thousand @) shares of Avid Technology, Inc.




common stock (the "Restricted Stock Grant"), whiglhvest as to 25% of the shares on January 19200 in equal 6.25%
increments every three months thereafter, commgrainMarch 19, 2009, until fully vested on Decemb@r2011, as long as
Executive is employed by the Company on each sashng date.

3.3.3. _Representation Regarding Grant Daténe Company represents and warrants that thep&@ayn
has taken all corporate action necessary to clegadly binding rights on the part of Executive cdshe Effective Date, to the
Stock Option and the Restricted Stock Grant antthieaEffective Date is the grant date for all psgs, including (without
limitation) for purposes of Section 409A of the téwi States Internal Revenue Code of 1986, as amidtite"Code").

3.3.4. Covenant Regarding Registratiolhe Company covenants and agrees that as squadccable
after the Effective Date, but in any event no laéten March 31, 2008 to register the shares okstbthe Company covered by
the Stock Option and the Restricted Stock Graneutite Securities Act of 1933, as amended, bygfitimegistration statement on
Form S-8, or on such other form as may be appraprénd shall use its best efforts to maintairefffiectiveness of such
registration statement or statements for so lortp@stock Option and Restricted Stock Grant aedfgct and for so long as any
of the shares of stock covered by the Stock OtimhRestricted Stock Grant remain outstanding.

3.4 _Benefits; ExpensesDuring the Term, the Company shall provide Exeeuand his dependents with
medical insurance and such other cash and noneastits, on the same terms and conditions, as asdenoim time to time, as
are generally made available by the Company tllitdime executive officers. Executive shall be eatitto six (6) weeks of pa
vacation per year. The Company shall pay, or rans# Executive for, all business expenses incibyeixecutive which are
related to the performance of Executive's dutielsjext to timely submission by Executive of paym@nteimbursement requests
and appropriate documentation, in accordance WwéhQompany's reimbursement policies.

3.5 _Participation in Equity Incentive Plan®uring the Term, in addition to the Stock Optand Restricted
Stock Grant, Executive shall be entitled to pgpate in the Company's stock incentive plans te#tent and in the manner
determined by the Board of Directors in its absslliscretion.

3.6 _Establishment of Residenc&xecutive agrees to establish a residence iGtkater Boston area no later
than June 30, 2008. The Company will reimburseckthee and his spouse for up to six (6) round-ights between Maryland
and Boston to assist them with searching for adausl establishing a residence. The Company il r@imburse Executive for
the reasonable costs incurred by Executive in ngopersonal belongings from Maryland to the GreBteston
area. Reimbursement for such expenses (exce{aleductible amounts) will also include a oneetignoss-up of 40% to cover
any income taxes associated with such reimbursentetgcutive shall submit requests for reimbursdmema timely fashion
consistent with Company policy.

3.7 _Commuting Expense and Temporary Housikintil such time as Executive establishes a eggid in the
Greater Boston area, but no later than June 3@®,208 Company shall reimburse Executive for alvét expenses which he
incurs between his home in Maryland and the Grdadeton area and will provide Executive with a fahed corporate apartment
of the Executive's choosing (at a cost not to eck&d€,000 per month) in the Greater Boston area.

3.8 _Onelime Bonus On January 7, 2008, the Company shall pay Ekecatbonus of Six Hundred Thouse
Dollars ($600,000), net of applicable taxes andhtding. If Executive's employment with the Compds terminated prior to
the first anniversary of the Effective Date purduareither Section 4.1.3 or Section 4.1.5, Exeeuliereby authorizes the
Company to deduct the amount of such bonus fromeson




otherwise due to him and to the extent that theubdsnot so repaid in full, he agrees to pay ¢émeaining amount to the Compe
within 60 days after the effective date of the t@ation of his employment.

ARTICLE IV
Termination

4.1 Termination Executive's employment hereunder shall terminpten the occurrence of any of the
following events:

4.1.1. Immediately upon the Executive's death;

4.1.2. The termination of the Executive's employnimnthe Company for Disability (as defined below,
be effective immediately upon delivery of noticergof;

4.1.3. The termination of Executive's employmenthi®Company for Cause (as defined below), to be
effective immediately upon delivery of notice thefie

4.1.4. The termination of Executive's employmenthey Company, without Cause and not as a result of
Executive's death or Disability, to be effectivedys after the Company delivers written noticeg¢btto the Executive;

4.1.5. The termination of Executive's employmeanEkecutive without Good Reason (as defined below
to be effective 30 days after Executive delivergtem notice thereof from Executive to the Compaay;

4.1.6. The termination of Executive's employmengElgcutive with Good Reason (as defined below), to
be effective as set forth below.

4.2 For purposes of this Agreement, the follaydefinitions shall apply:

4.2.1. "Cause" shall mean (i) Executive's willfadamaterial failure to perform (other than by reasb
death or illness or other physical or mental incépphis duties and responsibilities as assignethb Board in accordance with
Section 1.2 above, which is not remedied after@@dwritten notice from the Board (if such failusesusceptible to cure), (ii) a
breach of any of the provisions of this Agreemerdmy other material written agreement (including Company's employee
nondisclosure and invention assignment agreement)den Executive and the Company, which is notccafer 10 days' written
notice from the Board (if such breach is susceptiblcure), (iii) Executive's material violatiohamaterial Company policy (for
purposes of this clause, the Company's Conflictatefest policy shall be deemed a material poliagjich is not cured after 10
days' written notice from the Board (if such viadatis susceptible to cure), (iv) fraud, embezzletwe other material dishonesty
with respect to the Company, (v) conviction of ene constituting a felony (which shall not inclualey crime or offense related
traffic infractions or as a result of vicariousliity) or conviction of any other crime involvinfgaud, dishonesty or moral
turpitude or (vi) failing or refusing to cooperass, reasonably requested in writing by the Boardniy internal or external
investigation of any matter in which the Compang hanaterial (financial or otherwise) in the outeonfi the investigation.

4.2.2. "Change-in-Control of the Company" shaldeemed to have occurred only if any of the folluyvi
events occur:

(&) The acquisition by an individual, entitygymoup (within the meaning of Section 13(d)(3) or 1
(d)(2) of the Securities Exchange Act of 1934, mem=ded (the "Exchange Act")) (a
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"Person") of beneficial ownership (within the meaanof Rule 13d-3 promulgated under the Exchangé @c20% or more of
either (i) the then outstanding shares of commocksbf the Company (the "Outstanding Company Com8tack") or (ii) the
combined voting power of the then outstanding \g#acurities of the Company entitled to vote gdherathe election of
directors (the "Outstanding Company Voting Seaesll); provided, however, that for purposes of 8estion 4.2.2, the following
acquisitions shall not constitute a Change of GintfA) any acquisition directly from the Comparf) any acquisition by the
Company, (C) any acquisition by any employee béepédin (or related trust) sponsored or maintainethk Company or any
corporation controlled by the Company, or (D) angasition pursuant to a transaction which satssfiee criteria set forth in
clauses (A) and (B) of Section 4.2.2(c); or

(b) Individuals who, as of the Effective Datenstitute the Board (the "Incumbent Board") ceas
for any reason to constitute at least a majoritthefBoard; provided, however, that any individob@toming a director
subsequently to the Effective Date whose electomomination for election by the Company's shalddrs, was approved by a
vote of at least a majority of the directors themerising the Incumbent Board shall be considegstthaugh such individual were
a member of the Incumbent Board, but excludingthite purpose, any such individual whose initiawmaption of office occurs as
a result of an actual or threatened election comt#ls respect to the election or removal of diogstor other actual or threatened
solicitation of proxies or consents by or on belshkh Person other than the Board; or

(c) Consummation of a reorganization, mergeazomsolidation or sale or other disposition of all
or substantially all of the operating assets ofGloepany (a "Business Combination"), in each caskess, following such
Business Combination, (A) all or substantiallyaflthe individuals and entities who were the bariaffiowners, respectively, of
the Outstanding Company Common Stock and Outstgr@ampany Voting Securities immediately prior talsBusiness
Combination beneficially own, directly or indiregtimore than 40% of, respectively, the then-outiitamshares of common stock
(or other equity interests, in the case of anewtiher than a corporation), and the combined ggpiower of the then-outstanding
voting securities of the corporation or other gmtésulting from such Business Combination (whishluged in this Section 4.2.2
shall include, without limitation, a corporation ather entity which as a result of such transaatiens all or substantially all of
the Company's assets either directly or throughoomaore subsidiaries) in substantially the sanop@tions as their ownership
immediately prior to such Business Combinationhef ©utstanding Company Common Stock and Outstar@iamgpany Voting
Securities, as the case may be, and (B) no Peescfudling any corporation or other entity resultirgm such Business
Combination or any employee benefit plan (or relatast) of the Company or such corporation resglfrom such Business
Combination) beneficially owns, directly or indithc 30% or more of, respectively, the then outdiag shares of common stock
(or other equity interests, in the case of angwtiter than a corporation) of the corporation ttveo entity resulting from such
Business Combination, or the combined voting pavfehe then-outstanding voting securities of suatporation or other entity.

provided, however, that as used in Section 4.3%tidle 5, a "Change-in-Control of the Company" ltbha deemed to occur only
if any of the foregoing events occur and such etleattoccurs is a "change in the ownership or &ffecontrol of a corporation,
or a change in the ownership of a substantial ouf the assets of a corporation” as defined @a3ury Reg. 8 1.409A-3(i)(5).

4.2.3. "Date of Termination" shall mean the dat&xécutive's "separation from service" with the
Company, as determined under Treasury Reg. 8§ 1-400A

4.2.4. "Disability" shall mean Executive's absefroe the full-time performance of his duties wittet
Company for more than 180 days during a 365 dapges a result of incapacity due to mental or pfaysliness, as a result of
which Executive is deemed "disabled" by the insbtuappointed by the Company to administer itgloerm disability plan (or
any successor plan).




4.2.5. "Good Reason" shall mean any material bre&ttis Agreement by the Company and/or the
occurrence of any one or more of the following withExecutive's prior express written consenta (iaterial diminution in
Executive's authority, duties or responsibilityrfréhose in effect as of the Effective Date (inchgdiwithout limitation, (x) the
failure to appoint Executive to the position of @hean of the Board, as provided in Section 1.5ydthe removal or failure to
reappoint Executive to the position of Chairmanhef Board at any time during the Term); (ii) a regunent that Executive report
to any person or entity other than the Board; ifiiitonnection with a Change-in-Control of the Camp (or in connection with
any other Business Combination, as defined in 8&eei2.2(c), or any other transfer or other digjpmsiof the Company's stock,
without regard to whether such Business Combinatiamansfer of the Company's stock qualifies @&hange-in-Control of the
Company), in which either the Company is not theviging entity or the stock or assets of the Conmypare acquired by another
entity, Executive not being appointed as Chief kxige Officer and Chairman of the Board of the suing or acquiring entity;
(iv) a material change in Executive's office looat{it being agreed that as of the Effective Datehffice location shall be
deemed to be Tewksbury, Massachusetts); providadever, that a termination for Good Reason by Etkegwwan occur only if
(a) Executive has given the Company a notice oettistence of a condition giving rise to Good Reasthin 90 days after the
initial occurrence of the condition giving rise@mod Reason and (b) the Company has not curedtidition giving rise to Good
Reason within 30 days after receipt of such notisgermination for Good Reason shall occur 30 d#yer the end of such 3fay
cure period.

4.2.6. A "Potential Change-in-Control Period" shldeemed to exist (A) commencing upon the date o
which the Company shall have announced that iehésred into a merger, acquisition or similar agrest, the consummation of
which would result in the occurrence of a Chang&amtrol of the Company and ending on the earlig¢kpthe date on which the
transaction governed by such agreement has besnrmomated or (y) the Company shall have announadtthas terminated
such agreement, or (B) commencing on the date achvemy Person (as defined in Section 4.2.2(a)l) pbalicly announce an
intention to take actions which if consummated wlazdnstitute a Change-in-Control of the Companyemding on the earlier of
(x) the date on which such actions have causedahsummation of a Change-in-Control of the Compamfy) such Person shall
publicly announce the termination of its intentidogake such actions.

4.2.7. "Pro Ration Percentage" shall mean the ammenpressed as a percentage, equal to the nurhber c
days in the then current fiscal year through the tzat Executive's employment with the Companyieates, divided by 365.

4.2.8. "Termination Bonus Amount" shall mean theager of (i) Executive's highest Annual Incentive
Bonus earned in the two most recent full fiscalrggaeceding the date the Executive's employmetht tve Company terminates,
or (ii) One Hundred Percent (100%) of Executiveass®Salary in effect as of the date the Executarajsloyment with the
Company terminates.

4.3 Adjustments Upon Termination

4.3.1. Death or Disability If during the Term, Executive's employment vilile Company terminates
pursuant to Section 4.1.1 or Section 4.1.2, sulbjeSection 4.6, the Company shall pay to ExecuiivExecutive's heirs,
successors or legal representatives, as the casbankxecutive's Base Salary in effect as of tite &xecutive's employment
with the Company terminates (less, in the casetefraination of employment as a result of Disapilihe amount of any
payments made to the Executive under any long-tesability plan of the Company). Such paymentdldfeamade over the 12-
month period that commences on the Date of Terioimgprovided, that if termination of employmentedio death or Disability
occurs within twelve (12) months after a Chang&aomtrol of the Company, the total of such paymehtdl be made in a lump
sum within 30 days following the Date of TerminatioNotwithstanding any provision to the contranyany Avid stock plan, or
under the terms of any grant, award agreementror for exercising any right under any such plan




(including, without limitation, the agreements exiging the Stock Option and the Restricted Sto@dn@rany stock options,
restricted stock awards, stock appreciation rightsther equity participation rights held by Exéeetas of the date of death or
Disability shall become exercisable or vestedhasase may be, with respect to all time-baseddsias to an additional number
of shares equal to the number that would have brertisable or vested as of the end of the 12 mperiled immediately
following the date of death or Disability, but prformance-based vesting awards that have nad/estof such date of death or
Disability shall be forfeited as of such date.

4.3.2. With Cause or Without Good ReasdifiExecutive's employment with the Company terates
pursuant to Section 4.1.3 or Section 4.1.5, (g)a@fiments and benefits provided to Executive uttdsrAgreement shall cease as
of the date Executive's employment with the Compganyinates, except that Executive shall be edtitbeany amounts earned,
accrued or owing but not yet paid under SectioreBd any benefits due in accordance with the tefmasiy applicable benefits
plans and programs of the Company and (b) all mggtf all stock options and restricted stock awanés held by the Executive
shall immediately cease as of the date Executiraf@oyment with the Company terminates.

4.3.3. _Without Cause or with Good Reason Other thaing a Potential Chande-Control Period or
After a Changén-Control of the Company If Executive's employment with the Company teratés pursuant to Section 4.1.4 or
Section 4.1.6, other than during a Potential Changeontrol period or within 12 months after a Charfin-Control of the
Company, subject to Section 4.6:

(a) unless otherwise required by law to be pai@ different date, within thirty (30) days follog the
Date of Termination, the Company shall pay Exeeutiva lump sum in cash the sum of (i) any acctugdinpaid Base Salary
through the date Executive's employment with then@any terminates, plus (ii) the Annual IncentivenBs for the fiscal year
preceding the fiscal year in which Executive's emyplent with the Company terminates, if unpaid, glijsany accrued but
unused vacation pay;

(b) the Company shall pay Executive, as severgag, his Base Salary in effect as of the date
Executive's employment with the Company termindtastwelve (12) months after the Date of Termioatithe first installment
will be paid in accordance with the Company's ugagkroll practices beginning in the payroll perfodt beginning after the date
the release of claims described in Section 4.6esceffective, provided however, if the sixty (6@y deadline described in
Section 4.6 crosses into a subsequent tax yegrayment will be made before the first businessafahpe subsequent tax year,;

(c) the Company shall pay Executive incentiveapensation for the fiscal year in which the terrtiora
of Executive's employment with the Company occarhe amount of the Termination Bonus Amount (dsdd above)
multiplied by the sum of One Hundred Percent (10p%3 the Pro Ration Percentage; such paymenbwithade within ten (10)
business days after the release of claims descirib®dction 4.6 becomes effective, provided howgféne sixty (60) day
deadline described in Section 4.6 crosses intsesuent tax year, no payment will be made befaditst business day of the
subsequent tax year;

(d) if Executive is eligible to receive and dteto continue receiving any group medical and aent
insurance coverage under the Consolidated Omnibdgd Reconciliation Act ("COBRA"), the Company kheimburse the
monthly COBRA premium (on a fully grossed up baiisuch reimbursement is taxable to Executivegriramount equal to the
portion of such premium that the Company pays dralf@f active and similarly situated employeesieing the same type of
coverage until the earlier of (x) the end of thelixve (12) month period following the Date of Teration or (y) the date on which
Executive becomes eligible to receive group mediodl dental insurance benefits from another emplitng are substantially
equivalent (including, without limitation, equivaleas to benefits, premium costs and co-pay amptothose provided by the
Company as of the date Executive's employment tivdiCompany terminates (Executive agrees to ntitéy
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Company in writing promptly upon becoming eligilidereceive such group medical and dental insurémoe another employer);

(e) the Company shall provide Executive, atGoenpany's sole cost, with full executive outplaceine
assistance with an agency selected by Executivereasonably satisfactory to the Company), provitiatino outplacement
benefits shall be provided after the end of th@sdaalendar year following the calendar year inctvithe Date of Termination
occurs;

() notwithstanding any provision to the conyrar any Avid stock plan, or under the terms of gngnt,
award agreement or form for exercising any righldarrany such plan (including, without limitatiohetagreements evidencing
Stock Option and the Restricted Stock Grant), aogksoptions, restricted stock awards, stock apatiet rights or other equity
participation rights held by Executive as of théeddxecutive's employment with the Company terneisidiecome exercisable or
vested, as the case may be, with respect to aktiased vesting awards as to an additional nunflsranes equal to the number
that would have been exercisable or vested asddrid of the 12 month period immediately followthg date Executive's
employment with the Company terminates, and

(g) Executive shall be entitled to exercise angh options or other awards or equity participatights
until 12 months after the date Executive's emplayrmeth the Company terminates, but all performabased vesting awards tl
have not, as of such date Executive's employmehttive Company terminates, vested shall be fodeiteof such date. No other
payments or benefits shall be due under this Agesmo Executive, but Executive shall be entitiedny benefits accrued or
earned in accordance with the terms of any apgédabnefit plans and programs of the Company.

4.3.4. Without Cause or with Good Reason Aftehari@ein-Control of the Company If, within 12
months after a Change-in-Control of the Companygdakve shall terminate Executive's employment yrams to Section 4.1.6 or
the Company shall terminate Executive's employmeanguant to Section 4.1.4, then in any such esefject to Section 4.6:

(@) unless otherwise required by law to be pai@ different date, the Company shall pay Exeettie
following amounts as severance pay (and withouwdnetp the provisions of any benefit plan) in a jusum in cash within ten (1
business days after the release of claims descirb®dction 4.6 becomes effective, provided howgféne sixty (60) day
deadline described in Section 4.6 crosses intsesuent tax year, no payment will be made befaditst business day of the
subsequent tax year:

(i) the sum of (A) Executive's accrued but unpaid Ezedary through the date Executive's
employment with the Company terminates, plus (B)Annual Incentive Bonus for the fiscal year prawogdhe fiscal year in
which Executive's employment with the Company teates, if unpaid, (C) the product of (x) ExecusvBermination Bonus
Amount, and (y) the Pro Ration Percentage, plusafiy)accrued but unused vacation pay; and

(i) the amount equal to one and a half (1.5) timestine of (i) Executive's Base Salary in
effect as of the date Executive's employment with@ompany terminates, plus (ii) Executive's Teatian Bonus Amount.

(b) if Executive is eligible to receive and dfeto continue receiving any group medical and aent
insurance coverage under COBRA, the Company stiatburse the monthly COBRA premium (on a fully gred up basis, if
such reimbursement is taxable to Executive) inrmaunt equal to the portion of such premium thatGbenpany pays on behalf
active and similarly situated employees receivirgsame type of coverage until the earlier ofl{g)end of the eighteen (18)
month period following the Date of Termination gj (
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the date on which Executive becomes eligible teisecgroup medical and dental insurance benebita finother employer that
are substantially equivalent (including, withomiliation, equivalent as to benefits, premiums amgay amounts) to those
provided by the Company as of the Date of TermamafExecutive agrees to notify the Company in wgtpromptly upon
becoming eligible to receive such group medical @ewtal insurance from another employer);

(c) notwithstanding anything to the contrarghe applicable stock option or restricted stocleagrent
(including, without limitation, the agreements exiging the Stock Option and the Restricted StoadnGrthe exercisability of all
outstanding stock options, restricted stock awastibek appreciation rights and other equity pagrtition rights then held by
Executive with respect to the common stock ofGoenpany (or securities exchanged for such comnamk $h connection with
the Change-in-Control of the Company) shall aceg¢tein full and Executive shall be entitled to any such options or other
awards or equity appreciation rights until 18 merdfter the date Executive's employment with then@any terminates; and

(d) the Company shall provide Executive, at@oenpany's sole cost, with full executive outplaceime
assistance with an agency selected by Executiver@asonably satisfactory to the Company), provittetino outplacement
benefits shall be provided after the end of th@sdacalendar year following the calendar year ificiviDate of Termination
occurs.

4.3.5. Without Cause or with Good Reason Durifptential Changen-Control Period If, during the
existence of a Potential Change-in-Control Perfibdicutive shall terminate Executive's employmemspant to Section 4.1.6 or
the Company shall terminate Executive's employrparduant to Section 4.1.4, then in any such egeihject to Section 4.6,
Executive shall receive the payments, benefitsrigids set forth in Sections 4.3.4(a), (b), (c) & except that any amounts
payable pursuant to Section 4.3.4(a)(ii) shall diel pver the 18-month period in installments. Tihgt fnstallment will be paid in
accordance with the Company's usual payroll prestieeginning in the payroll period first beginnafter the date the release of
claims described in Section 4.6 becomes effectik@yided however, if the sixty (60) day deadlinsaé&ed in Section 4.6 cros:
into a subsequent tax year, no payment will be nedere the first business day of the subsequentdar. If the Change-in-
Control related to the Potential Change-in-Coris@onsummated before the installments are contlatey remaining
installments shall be paid in a single lump sunhiriten (10) days following such consummation, parg to Treas. Reg. Section
1.409A-3()).

4.4 GrosdJp for Excess Parachute Payments

4.4.1. In the event of a Change-in-Control of tleenpany, or other event constituting a change in the
ownership or effective control of the Company omevship of a substantial portion of the assetb®Gompany described in
Section 280G(b)(2)(A)(i) of the United States In@rRevenue Code of 1986, as amended (the "Cdtie"Fompany, at its sole
expense, shall cause its independent auditors plptogreview all payments, accelerations, disttitsus and benefits that have
been made to or provided to, and are to be madaagibe made, to or provided to, Executive undsrAlyreement, and any ott
agreement or plan benefiting Executive (collectivtee "Original Payments"), to determine the agilitity of Section 4999 of tt
Code to Executive in connection with such evertidothan under this Section 4.4). If the Compaimglependent auditors
determine that the Original Payments are subjeektise taxes under Section 4999 of the Code EReise Tax"), then an
additional amount shall be paid to Executive (iBedss-Up Amount") such that the net proceeds oatuss-Up Amount to
Executive, after deduction of the Excise Tax (idahg interest and penalties) upon the Gross-Up Amalnhall be equal to the
Excise Tax on the Original Payments. The Companglspendent auditors will perform the calculatiomsonformity with the
foregoing provisions and will provide Executive kv copy of their calculations. The intent of tlaetigs is that the Company
shall be solely responsible for, and shall pay, Exgise Tax on the Original Payment(s) and GrosAthpunt and any income
and employment taxes (including, without limitatiather penalties and interest on such income amdayment taxes) imposed
on any Gross-Up Amount payable hereunder. If nerdenation by the Company's independent
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auditors is made prior to the time Executive isuiegg to file a tax return reflecting Excise Tax#sany portion of the Original
Payment(s), Executive will be entitled to receiv@rass-Up Amount calculated on the basis of thadextax that Executive
reports in such tax return, within 30 days afterfiting of such tax return. Executive agrees tf@tthe purposes of the foregoing
sentence, Executive is not required to file a &y until Executive has obtained the maximum nemamnd length of filing
extensions available, and Executive shall haveigeava copy of the relevant portions of such taurreto the Company not less
than 10 days prior to filing such tax return.

4.4.2. If any tax authority finally determines tlagreater Excise Tax should be imposed upon tignat
Payments or the Gross-Up Amount than is deterniiyettie Company's independent auditors or refleicté&tkecutive's tax
returns, Executive shall be entitled to receivadditional Gross-Up Amount calculated on the bakthe additional amount of
Excise Tax determined to be payable by such taxoaity (including related penalties and interestjri the Company within 30
days after such determination. Executive shall ecae with the Company as it may reasonably reqagstrmit the Company (at
its sole expense) to contest the determinatiomc saxing authority to minimize the amount payabider this Section 4.4. If
any tax authority finally determines the Excise Ppayable by Executive to be less than the amouentanto account hereundel
calculating the Gross-Up Amount, Executive shaglbryethe Company, within 30 days after Executivetgipt of a tax refund
resulting from that determination, to the extenswéh refund, the portion of the Gross-Up Amoutrtkattable to such reduction
(including the refunded portion of Gross-Up Amoatitibutable to the Excise Tax and Federal, statelacal income and
employment taxes imposed on the Gross-Up Amoumigbeipaid, less any additional income tax resuliog receipt of such
refund).

4.5 Section 409A

4.5.1. Payments to Executive under this Articldadllsbe bifurcated into two portions, consistingaof
portion that does not constitute "nonqualified defd compensation” within the meaning of SectioBAl0f the Code and a
portion that does constitute nonqualified defewehpensation. Payments hereunder shall first lwerfram the portion, if any,
that does not consist of nonqualified deferred cemsption until it is exhausted and then shall bderieom the portion that does
constitute nonqualified deferred compensation. &l@w, if Executive is a "specified employee" asraf in Section 409A(a)(2)
(B)(i) of the Code, the commencement of the dejivarany such payments that constitute nonqualifiefitrred compensation
will be delayed to the date that is six (6) mordhd one (1) day after Executive's Date of Termamafthe "Earliest Payment
Date"); provided that this sentence does not afgppayments made as a result of a termination ugdetion 4.1.1. Any
payments that are delayed pursuant to the precedmgnce shall be paid on the Earliest Paymermt. DEtte determination of
whether, and the extent to which, any of the paysienbe made to Executive hereunder are noncgahlifeferred compensation
shall be made after the application of all applieaxclusions under Treasury Reg. § 1.409A-1(b)&)y payments that are
intended to qualify for the exclusion for sepanatiay due to involuntary separation from servidd@eh in Treasury Reg. §
1.409A-1(b)(9)(iii) must be paid no later than tast day of the second taxable year of Executillevfing the taxable year of
Executive in which Executive's employment with @@mpany terminates.

4.5.2. The parties acknowledge and agree thahteepretation of Section 409A of the Code and its
application to the terms of this Agreement is utairrand may be subject to change as additiondbggie and interpretations
become available. Anything to the contrary hermtwithstanding, all benefits or payments providgdhe Company to
Executive that would be deemed to constitute "nalified deferred compensation™ within the meanif@ection 409A of the
Code are intended to comply with Section 409A ef@ode. If, however, any such benefit or paymedeiemed to not comply
with Section 409A of the Code, the Company and Httee agree to renegotiate in good faith any swatekit or payment
(including, without limitation, as to the timing ahy severance payments payable hereof) so that €1} Section 409A of the
Code will not apply or (i) compliance with Sectid@9A of the Code will be achieved; providdabwever, that any
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resulting renegotiated terms shall provide to EXgeuhe after-tax economic equivalent of what ottigse has been provided to
Executive pursuant to the terms of this Agreemgrtvidedfurther, that any deferral of payments or other benefigdl e only

for such time period as may be required to comptiz ®ection 409A; and providedurther, that payments or other benefits that
occur as a result of the application of this Secticb.2 shall themselves comply with Section 409#e Code.

4.5.3. If Executive shall incur any liability und8ection 409A of the Code or under any comparéhte s
or local law, rule or regulation as a result of @ayments or benefits that Executive receives fiteenCompany (including,
without limitation, any payments or benefits mad@mvided pursuant to Section 4.5.2), the Comsnall pay Executive an
amount (the "409A Gross-Up Amount") such that taeproceeds of the 409A Gross-Up Amount to Exeeutafter deduction of
any and all Federal, state and local taxes (inoydvithout limitation, employment taxes, interastl penalties) upon the 409A
GrossUp Amount, shall be equal to the amount of the tamithl tax (and any interest and penalties) payabtier Section 409A
the Code or under any comparable state or localriae or regulation. The 409A Gros Amount shall be payable to Execut
no later than 21 days after Executive has paid sachability.

4.6 _Release In order to be eligible to receive any of thgmants or benefits under Sections 4.3.1, 4.3.344.3
or 4.3.5, Executive (or his personal representati\applicable) shall be required to execute aelivdr to the Company (without
subsequent revocation) and allow to become effeend unrevoked, within sixty (60) days after tregeDof Termination or such
shorter period as the Company then provides, arigrekverance and mutual release agreement imegimvided by and
reasonably satisfactory to the Company which stwaitain a release of claims by Executive substintrathe form attached
hereto as Exhibit A.

ARTICLE V
Non-Competition and Non-Solicitation

5.1 _NonCompetition and NoiSolicitation. Executive acknowledges and recognizes the higrypetitive
nature of the businesses of the Company and acgtydigrees that while Executive is employed byGbenpany and for a peris
of the longer of (a) one year after the date Exeelstemployment with the Company terminates, édhse of a termination other
than within 12 months after a Change-in-Contrabhaef Company, (b) 18 months after the date Execstammployment with the
Company terminates, in the case of a terminatidghiwviLl2 months after a Change-in-Control of the @any:

5.1.1. Executive will not perform services for avroan interest in (except for investments of noteno
than five percent (5%) of the total outstandingrebar other equity interests of a company oremtitvhich Executive does not
actively participate in management) any firm, parspother entity that competes in any geograptea avith the Company in the
business of the development, manufacture, promadiistribution or sale of professional or consuffiler, video or audio
production tools, including, but not limited to,ih, special effects, 3D, animation, live soubhthadcast or newsroom products
or systems, content-creation tools, media storag¢her business or services in which the Compamngaged or plans (as
evidenced by consideration by the Company's exeestaff or by the Board) to engage at the timecHttee's employment with
the Company terminates.

5.1.2. Executive will not directly or indirectly sist others in engaging in any of the activitiesvimich
Executive is prohibited to engage by Section 5.1.1.

5.1.3. Executive will not directly or indirectlytBer alone or in association with others (a) splari permi
any organization directly or indirectly controllbgt Executive to solicit, any employee of the Comptmleave the employ of the
Company, or (b) solicit for employment, hire or agg as an independent contractor, or permit argnazgtion directly or
indirectly controlled by Executive to solicit fomployment,
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hire or engage as an independent contractor, aayah@erson who was employed by the Company atiarg, provided that this
Section 5.1.3 (i) shall not apply to the solicibati hiring or engagement of any individual whosg®yment with the Company
has been terminated for a period of one year @door whose engagement to the Company as an indepiecontractor has been
terminated for a period of six months or longer &@ndhall not apply to the solicitation, hiring engagement of any individual
arising from such individual's affirmative response general recruitment effort carried out thimagpublic solicitation or a
general solicitation.

5.1.4. Executive will not directly or indirectlytBer alone or in association with others solidgitpermit
any organization directly or indirectly controllegl Executive to solicit, any current or future @mer or supplier of the Company
to cease doing business in whole or in part wigh@oempany or otherwise adversely modify his, hetsdousiness relationship
with the Company.

5.2 _Reasonableness of Restrictionsis expressly understood and agreed thatli@@w@gh Executive and the
Company consider the restrictions contained inAhigle 5 to be reasonable, if a final judicialtelenination is made by a court
competent jurisdiction that the time or territoryamy other restriction contained in this Articlésiunenforceable, such restriction
shall not be rendered void but shall be deemea tertfiorceable to such maximum extent as such omaytjudicially determine ¢
indicate to be enforceable and (b) if any restitttontained in this Agreement is determined tarenforceable and such
restriction cannot be amended so as to make itezdble, such finding shall not affect the enfobdlég of any of the other
restrictions contained herein.

5.3 _Remedies for BreachExecutive acknowledges and agrees that the Quytgogemedies at law for a breach
or threatened breach of any of the provisions isf$ection 5 would be inadequate and, in recogniticthis fact, Executive
expressly agrees that, in the event of such a breathreatened breach, in addition to any remedati¢ewv, the Company shall be
entitled to obtain equitable relief in the formspfecific performance, temporary restraining ord@rsporary or permanent
injunctions or any other equitable remedy which rirean be available.

ARTICLE VI
Miscellaneous

6.1 Indemnification

6.1.1. Executive shall be entitled to indemnifioatas set forth in Article Eleventh of the Company"
Certificate of Incorporation, a copy of which haseh provided to Executive.

6.1.2. A directors' and officers' liability insu@npolicy (or policies) shall be kept in place,idgrthe
Term and thereafter until at least the fourth aersary of the date this Agreement is terminatecifiyrreason, providing covera
to Executive that is no less favorable to him ig egspect (including, without limitation, with res to scope, exclusions,
amounts, and deductibles) than the coverage theg peovided to any other present or former officedirector of the Company.

6.2 _Counsel FeesThe Company shall pay to the Executive reimbuesd for all legal fees and expenses
incurred by Executive in disputing in good faithyassue hereunder relating to the termination efflkecutive’'s employment, in
seeking in good faith to obtain or enforce any ffiene right provided by this Agreement or in cortien with review of
determinations made under Section 4.4, and angueit or proceeding to the extent attributablentopotential application of
Section 4999 or Section 409A of the Code to anyymay or benefit provided by the Company to ExeeutBuch reimbursement
payments shall be made within 15 days after dglieéthe Executive's written requests for paymecbapanied with such
evidence of
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fees and expenses incurred as the Company reagonablrequire. Executive's written requests fompant must be delivered to
the Company within one hundred and twenty (120kddier Executive incurs such fees or expenses.

6.3 _No Mitigation The Company agrees that, except as specifisatljorth in Section 4.3.3(d) and Section
4.3.4(b)regarding COBRA premium reimbursement, (i) if Ex@eels employment is terminated during the ternthaf agreemen
Executive is not required to seek other employroend attempt in any way to reduce any amountsipayta Executive by the
Company and (ii) the amount of any payment providexunder shall not be reduced by any compensadiored by Executive.

6.4 _Obligation of SuccessarsAny successor to substantially all of the Conymassets and business, whethe
by merger, consolidation, purchase of assets @raibe, shall succeed to the rights and obligataditke Company
hereunder. As used in this Agreement, "Compangll shean the Company as defined above and any ssmcw its assets and
business or which otherwise becomes bound by alledtms and provisions of this Agreement by opemnaif law.

6.5 _Notice All notices required or permitted hereunder lshalin writing and deemed effectively given (i)
when delivered in person, (ii) on the third busshday after mailing by registered or certified mpdstage prepaid, (iii) on the
next business day after delivery to an air codoenext day delivery, paid by the sender, or {ihlen sent by telecopy or facsin
transmission during normal business hours (9:00 &B:00 p.m.) where the recipient is locatedif{sent after such hours, as of
commencement of the next business day), followekimvR4 hours by notification pursuant to any daf fbregoing methods of
delivery, in all cases addressed to the other peatgto as follows:

(a) If to the Company:

Avid Technology, Inc.

75 Network Drive
Burlington, MA 01803
Attention: General Counsel
Facsimile: (978) 548-4639

(b) If to Executive, at the latest address @ngharsonnel records of the Company or at such athdres:
as either party shall designate to the other iom@ance with this Section 6.5.

6.6 _Survival The respective rights and obligations of thdipamunder this Agreement shall survive any
termination of Executive's employment to the extetessary to the intended preservation of suditsrind
obligations. Notwithstanding the termination astAgreement or Executive's services hereundearigrreason, Article 5 shall
survive any such termination.

6.7 _Complete Agreement; AmendmentBhis Agreement constitutes the entire agreetnetteen the parties
with respect to the subject matter hereof and s@pleis any and all prior agreements between thiepaith respect to the subject
matter hereof, including but not limited to thedPrhgreement; provided however, nothing in this égment shall change the
terms of any equity grant made to Executive befloeedate of this Agreement. This Agreement maybeanodified or amended
except upon written amendment approved by the Cosgten Committee of the Board, and executed hylyaalithorized officer
of the Company and by Executive. No waiver byezitharty hereto at any time of any breach by thergparty hereto of, or
compliance with, any condition or provision of thigreement to be performed by such other partyl featieemed a waiver of
similar or dissimilar provisions or conditions hetsame or at any time prior or subsequent time.
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6.8 _Applicable Law This Agreement shall be interpreted in accordamith the laws of the Commonwealth
Massachusetts (without reference to the conflittawes provisions thereof) and the parties heralipnst to the jurisdiction of the
courts of that state.

6.9 _Waiver of Jury Trial Executive hereby irrevocably waives any righ&tial by jury in any action, suit, or
other legal proceeding arising under or relatingrig provision of this Agreement.

6.10 _Severability If any non-material provision of this Agreemshgll be held invalid or unenforceable, it
shall be deemed to be deleted or qualified so he enforceable or valid to the maximum extent piechby law, and the
remaining provisions shall continue in full foraedeeffect.

6.11 _Binding Effect This Agreement shall inure to the benefit of @edinding upon the parties hereto and
their respective heirs, executors, administralegml representatives, successors, assigns anghperepresentatives, except that
the duties, responsibilities and rights of Exeautimder this Agreement are of a personal natureslaaltinot be assignable or
delegatable in whole or in part by Executive, ext¢efghe extent that the rights of Executive hedmymmay be enforceable by his
heirs, executors, administrators or legal repredmets. If Executive should die while any amoumtaild still be payable to
Executive hereunder if Executive had continuedvi®, lall such amounts, unless otherwise providediheshall be paid in
accordance with the terms of this Agreement to kttee's devisee, legatee or other designee dreiktbe no such designee, to
Executive's estate.

6.12 _Captions Captions of sections have been added only fovemience and shall not be deemed to be a p:
of this Agreement.

6.13 _Withholding The Company may withhold from any amounts payainlder this Agreement such federal,
state, local or foreign taxes as shall be requindse withheld pursuant to any applicable law gutation.

6.14 _Counterparts This Agreement may be executed in one or mou@teoparts, each of which shall be
deemed to be an original but all of which togethi#rconstitute one in the same instrument.

6.15 _Further AssurancesEach party hereto agrees to furnish and exestidie additional forms and documel
and to take such further action, as shall be redderand customarily required in connection with performance of this
Agreement or the payment of benefits hereunder.
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IN WITNESS WHEREOF, the undersigned have duly etetand delivered this Agreement as of the dasédinove
written.

Avid Technology, Inc.

By: /s/ Ken Sexton
Ken Sexton
Executive Vice President,
Chief Financial Officer and Chief
Administrative Officer
(Principal Financial Officer)

[sl Gary G. Greenfield
Gary G. Greenfield
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EXHIBIT A

RELEASE OF CLAIMS PROVISIONS

This General Release of Claims (the "General Relgas being executed by Gary G. Greenfield ("Exiell), for and in
consideration of certain amounts payable undeEg#ezutive Employment Agreement (the "Agreementlgioally entered into
between him and Avid Technology, Inc. (the "Compgumyn December 17, 2007 and as amended and restat@dcember 20,
2010 and March 14, 2011, and is conditioned uperCthmpany's release of Executive, in such forns asasonably satisfactory
to the Company, of any and all claims with respetcts or omissions on the part of Executive tlcatrred prior to the date that
Executive executes this General Release. Execagjkees as follows:

Executive, on behalf of himself and his agents;sheixecutors, administrators, successors andnassigreby releases a
forever discharges the Company, and any and #tieoéffiliates, stockholders, officers, direct@s)ployees, agents, counsel, and
successors and assigns of the Company, from anglbaooimplaints, claims, demands, damages, lawsagstgons, and causes of
action which he has or may have against any omeooe of them by reason of any event, matter, caui@ng which has occurr
prior to the date this General Release is exedwdeikecutive arising from or related to his empleyrwith the Company, or the
termination of that employment, including but riatited to: all employment discrimination claims @nd'itle VII of the Civil
Rights Act of 1964, 42 U.S.C. 8 2000e et séhe Age Discrimination in Employment Act, 29 UCS§ 621 eteq., the
Americans With Disabilities Act of 1990, 42 U.S.€.12101 eseq., the Equal Pay Act of 1963, 29 U.S.C. § 206(d),Family
and Medical Leave Act, 29 U.S.C. § 260Kkeq., the Massachusetts Fair Employment PracticesM&,L. c.151B, §1 eteq.,
and any and all other similar applicable federal state statutes, all as amended,; all claims grizih of Section 806 of the
Corporate and Criminal Fraud Accountability Actagi02, 18 U.S.C. 8 1681 seq., the Fair Credit Reporting Act, 15 U.S.C. §
1681 etseq., the Employee Retirement Income Security Act@f4L("ERISA"), 29 U.S.C. § 1001 séq., and the Worker
Adjustment and Retraining Notification Act, 29 UCS82101 eteq., all as amended; all claims under the MassactsuSatil
Rights Act, M.G.L. ¢.12 §811H and 111, the Massagis Equal Rights Act, M.G.L. ¢.93 8102 and M.G.1214, 81C, the
Massachusetts Labor and Industries Act, M.G.L4@, B1 eeq., the Massachusetts Privacy Act, M.G.L. c.214, §hH the
Massachusetts Maternity Leave Act , M.G.L. c. 18)5(d), all as amended; all common law claimsudiclg, but not limited to,
actions in tort, defamation and breach of contralttlaims to any non-vested ownership intereshénCompany, contractual or
otherwise, including but not limited to claims toek or stock options; and any claim or damagduting a claim for retaliation)
under any common law theory or any federal, stateaal statute or ordinance not expressly refezdrabove; provided, howev
that nothing in this Agreement prevents the Exeeuftiom filing, cooperating with, or participatimg any proceeding before the
EEOC or a state Fair Employment Practices Agerncyef@ that the Executive acknowledges that he noap@ able to recover
any monetary benefits in connection with any suamt, charge or proceeding), and provided furthewever, that nothing here
is intended to be construed as releasing the Coyrfpam any obligation set forth in this Agreemeiixecutive further hereby
irrevocably and unconditionally waives any andiglhts to recover any relief and damages concerthiaglaims that are lawfully
released in this Paragraph. Executive represeadtsvarrants that he has not previously filed angaliin any such claims against
the Company or any of its affiliates or subsidigrignd that he has not given or sold any porticemgfclaims released herein to
anyone else, and that he will indemnify and holdritess the persons and entities released heremdtdiabilities, claims,
demands, costs, expenses and/or attorneys' fagsad@s a result of any such assignment or transfe

Executive acknowledges that this is a General Releand he agrees and understands that he isicalcifeleasing all
claims under the Age Discrimination in Employment,29 U.S.C. § 621 et seq, as
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amended by the Older Workers Benefit Protection Attecutive acknowledges that he has read andstades the foregoing
General Release and executes it voluntarily anldontitcoercion. He further acknowledges that Heieg advised herein in
writing to consult with an attorney prior to exeogtthis General Release, and that he has had timame21 days within which to
consider this General Release. Executive undefstidrat he has seven days following his executidhi® General Release to
revoke it in writing, and that this General Relesseot effective or enforceable until after theven-day period. For such
revocation to be effective, notice must be receiwed , at the principal office of the Comypano later than 11:59 p.m.
the seventh calendar day after the date on whigltlive has signed this General Release. Execexipeessly agrees that, in the
event he revokes this General Release, the Congbaailynot be obligated to pay him any amounts thaent of which is
expressly conditioned under the Agreement on tfezfeness of this General Release.

Notwithstanding any other provision of this Gendralease to the contrary or potentially interprietad the contrary, it is
expressly agreed and understood that the Exeastivet releasing hereunder (i) any rights or paatistaims for indemnification
as otherwise available to Executive as an offidigector, agent or in any other capacity, (ii) aights or potential claims with
respect to any event, matter, cause or thing wiichirs after the date that Executive execute€3hiseral Release, including
without limitation, any such rights or potentiahiths which arise after the date that Executive @escthis General Release with
respect to the Agreement or with respect to angratlgreement to which the Company and Executivpantes, or (iii) any
claims for benefits under employee benefit plans.
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EXHIBIT 10.38

AVID TECHNOLOGY, INC.
EXECUTIVE EMPLOYMENT AGREEMENT
This Executive Employment Agreement (this "Agreett)eis entered into as of February 4, 2011, by bativeen Avid

Technology, Inc., a Delaware corporation with itspipal executive offices at 75 Network Drive, Bagton, Massachusetts
01803 (the "Company"), and James Vedda ("Execytive"

Agreement

In consideration of the mutual promises and covenla@rein contained, and for other good and vatuabhsideration,
Executive and the Company, intending to be ledadiynd, agree as follows:

Article 1. Services

1.1. _Service Commencing on February 4, 2011 (the "EffectivéeDaand throughout the Term (as defined below),
Executive shall serve as Senior Vice President 8Made Sales upon the terms and conditions set fuekbw.

1.2. _Duties During the Term, Executive agrees to perform siatutive duties consistent with his position ay ioe
assigned to him from time to time by the Board akbtors of the Company (the "Board" or "Board afedtors"), the Chief
Executive Officer or the Chief Operating Officerdaio devote his full working time and attentiorstech duties.

1.3. _No Conflicting Commitmentduring the Term, Executive will not undertake aynmitments, engage or have ar
interest in any outside business activities orrente any consulting agreements which, in the g@dtth determination of the
Chief Executive Officer, conflict with the Compasyhterests or which might reasonably be expedeahpair the performance of
Executive's duties as a full-time employee of tleen@any. Notwithstanding the foregoing, Executiveyrparsue personal
interests (including, without limitation, industrgivic and charitable activities) and attend togessonal investments, so long as
such activities do not interfere with the performainf his duties hereunder.

Article 2. Term

2.1. _Term The term of this Agreement (the "Term") shall coemce on the Effective Date and shall expire on
February 4, 2014 unless the Term is:

2.1.1 extended pursuant to the provisions af 8@ction 2.1; or
2.1.2 terminated when Executive's employmemitesites pursuant to Section 4.1 hereof;

provided, however, that notwithstanding the foregothe Term shall continue to automatically beeeded for
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periods of one (1) year so long as neither paryigdes written notice to the other of its intentéominate by a date which is at
least one hundred and eighty (180) days prioredhlen-current expiration date of the Agreemerd, provided further, that (i) in
the event that a Change-in-Control of the Compagsydefined in Section 4.2.2) should occur durirgtitelve (12) months prior
to the end of the then-current Term and Execut\aiil an employee of the Company at that timentthe Term shall be deemed
to expire on the date that is twelve (12) montherahe date of such Change-in-Control of the Camgpéi) in the event a
Potential Change-in-Control Period (as definedant®n 4.2.6) exists within the twelve (12) monghi®r to the end of the then-
current Term and Executive is still an employe¢éhefCompany as of that date, the Term shall be ddémexpire on the date tl
is twelve (12) months after the commencement of Ratential Change-iGontrol Period and (iii) the expiration of the Tesmall
not adversely affect Executive's rights under Agseement which have accrued prior to such exjpinatror the avoidance of
doubt, if a Potential Change-in Control Period kbainmence in the twelve (12) months prior to thd ef the then-current Term
and a Change-in-Control of the Company shall atsmoduring such twelve (12) month period, andxé&iitive is still an
employee of the Company on the date of the Cham@sntrol of the Company, the Term shall be deetoexkpire twelve (12)
months after the date of such Change-in-Controle&nthe services of Executive have terminated poior upon the end of the
Term in accordance with the provisions of this Aggnent, from and after the end of the Term, Exeewuthvall be an employee-at-
will.

Article 3. Payments

3.1. _Base Compensatioburing the Term, the Company shall pay Executineannual base salary (the "Base Salary
of Three Hundred Twenty-Five Thousand Dollars ($8@6), payable in regular installments in accoreéanmith the Company's
usual payment practices. The Base Salary shathbewed by the Chief Executive Officer (or if recpd by applicable laws, rules
or regulations, the Compensation Committee of thar8 (the "Compensation Committee"), during thenTer

3.2. _Incentive Payment®uring the Term, Executive shall be eligible totiipate in an annual performance bonus
plan approved by the Compensation Committee foCinapany's executive officers (as defined undeSenurities Exchange #
of 1934, as amended ("Executive Officers")) andagerother members of management pursuant to wiecthall be eligible to
receive an annual bonus ("Annual Incentive Bonustl) a target payout equal to One Hundred percHd@%) of his then Base
Salary (the "Target Bonus") for full attainmenthi$ performance objectives (which may include Conypaide objectives).

The amount of Executive's Annual Incentive Bonfianiy, shall be based on the degree to which Ekexsitperformanc
objectives for a fiscal year have been met. Ifpresiously determined, within forty-five (45) dagfier the Effective Date,
Executive and the Chief Operating Officer shall nallly establish Executive's performance objectfeediscal year 2011 (and
subject to the approval of the Compensation Coramittso required by applicable laws, rules or taiins). Thereafter, during
the Term, Executive's performance objectives fehdescal year shall be established during Exeelgiannual performance
review with the Chief Operating Officer (and, ifjéred by applicable laws, rules or regulationgject to the approval of the
Compensation Committee); provided, that in no egbatl the percentage set forth in the first paaplgrof this Section 3.2 to be
used in calculating Executive's Annual IncentivenB® be reduced. The Chief Operating Officer (areguired by applicable lav
rules or regulations, the Compensation Committea)l sletermine, for each fiscal year, the extenich Executive's
performance objectives for such fiscal year havenlkatained and the amount of the Annual InceBimeus, if any, for such fisc
year.

Should Executive voluntarily terminate his employnafter December 31 of any calendar year durieglgrm but prio
to the date any bonus payments for such year ade mathe Company, Executive shall remain eligibleeceive his bonus
payment (to the extent earned) when paid by theg@aomto all other Executive Officers. Notwithstamglthe foregoing, for the
Company's 2011 fiscal year, achievement of the Ahimcentive Bonus shall be on a pro-rata basishiemperiod following the
Effective Date only.




3.3. _Equity CompensatiorOn the Effective Date, Executive will be awarded:

3.3.1. an option to purchase Sevelitye Thousand (75,000) shares of the Company's amstock (the "Stoc
Option"), with an exercise price equal to the elgsprice of the common stock on the Effective Dabety-three percent (63%) of
which shall be subject to performance-based vestithirty-seven percent (37%) of which shall blejesct to timebased vesting
and

3.3.2. Seventeen Thousand Five Hundred (17 &8@)cted stock units, with each unit representirggright to
receive one share of the Company's common stdgkpgrcent (50%) of which shall be subject to perfance-based vesting and
fifty percent (50%) of which shall be subject tmé&-based vesting.

These grants will be subject to the terms and ¢immdi of the Company's Amended and Restated 2085k &tcentive Plan and
the grant agreements associated with such Plaindptive Term, Executive shall be entitled to furtparticipation in the
Company's stock incentive plans to the extent anileé manner determined by the Board, or a comenditéhe Board, in its
absolute discretion.

3.4. _Benefits; Expense®uring the Term, the Company shall provide Exieeuand his dependents with medical
insurance and such other cash and noncash bewpefiise same terms and conditions, as amendedtiimzerto time, as are
generally made available by the Company to its Httee Officers. Executive shall be entitled to f¢dy weeks of paid vacation
per year, accruing ratably on a monthly basis. Campany shall pay, or reimburse Executive forbaBliness expenses incurred
by Executive which are related to the performarfdexecutive's duties, subject to timely submisdigrExecutive of payment or
reimbursement requests and appropriate documemtatiaccordance with the Company's reimbursemeinties.

Article 4. Termination

4.1. _Termination Executive's employment hereunder shall termioptan the occurrence of any of the following
events:

4.1.1. Immediately upon Executive's death;

4.1.2. The termination of Executive's employm@nthe Company for Disability (as defined belotg)be
effective immediately upon delivery of notice thefie

4.1.3. The termination of Executive's employntgnthe Company for Cause (as defined below), teffextive
immediately upon delivery of notice thereof;

4.1.4. The termination of Executive's employmgnthe Company without Cause and not as a rekult o
Executive's death or Disability, to be effectivetth(30) days after the Company delivers writtertice thereof to Executive;

4.1.5. The termination of Executive's employn@gnExecutive without Good Reason (as defined bglamwbe
effective thirty (30) days after Executive delivarstten notice thereof from Executive to the Comyaor

4.1.6. The termination of Executive's employmanExecutive with Good Reason (as defined beltavipe
effective as set forth below.

4.2. For purposes of this Agreement, the folfmiefinitions shall apply:




4.2.1. "Cause" shall mean (i) Executive's cargthfailure to perform (other than by reason otllea iliness or
other physical or mental incapacity) his duties eegponsibilities as assigned by the Chief Exeeuificer, Chief Operating
Officer or Board in accordance with Section 1.2\wehavhich is not remedied after thirty (30) dayst@n notice from the
Company (if such failure is susceptible to curig) a(breach by Executive of this Agreement or athyer material written
agreement between Executive and the Company, vidhiobt cured after ten (10) days' written notiaairthe Company (if such
breach is susceptible to cure), (iii) Executivetssg negligence or willful misconduct, (iv) Exeamats material violation of a
material Company policy (for purposes of this ciaubke Company's Code of Business Conduct andssthizll be deemed a
material Company policy), which is not cured aftar (10) days' written notice from the Companys(i€h violation is susceptible
to cure), (v) fraud, embezzlement or other matalisthionesty with respect to the Company, (vi) cotion of a crime constituting
a felony (which shall not include any crime or ofe related to traffic infractions or as a restilticarious liability) or conviction
of any other crime involving fraud, dishonesty aoral turpitude or (vii) failing or refusing to coegate, as reasonably requeste
writing by the Company, in any internal or exterimadestigation of any matter in which the Compaag  material interest
(financial or otherwise) in the outcome of the istigation.

4.2.2. "Change-in-Control of the Company" shalldeemed to have occurred only if any of the valhg events
occur:

(@ The acquisition by an individual, entity or gqo (within the meaning of Section 13(d)(3) or 14
(d)(2) of the Securities Exchange Act of 1934, meaded (the "Exchange Act")) (a "Person”) of
beneficial ownership (within the meaning of Ruleli8promulgated under the Exchange Act) of 30% c
more of either (a) the then outstanding share®wincon stock of the Company (the "Outstanding
Company Common Stock") or (b) the combined votiog/g@r of the then outstanding voting securities o
the Company entitled to vote generally in the @&cof directors (the "Outstanding Company Voting
Securities"); provided, however, that for purposkthis section, the following acquisitions shadkn
constitute a Change of Control: (A) any acquisititirectly from the Company, (B) any acquisitionthg
Company, (C) any acquisition by any employee bépédn (or related trust) sponsored or maintaingd b
the Company or any corporation controlled by thenBany, or (D) any acquisition pursuant to a
transaction which satisfies the criteria set fantklauses (a) and (b) of Section 4.2.2(iii); or

(i) Individuals who, as of the Effective Date, stitute the Board (the "Incumbent Board") cease
for any reason to constitute at least a majoritthefBoard; provided, however, that any individual
becoming a director subsequent to the Effectivee Ddtose election, or nomination for election by the
Company's shareholders, was approved by a voteledst a majority of the directors then compridine
Incumbent Board shall be considered as though isgividual were a member of the Incumbent Board,
but excluding, for this purpose, any such individuhose initial assumption of office occurs as suteof
an actual or threatened election contest with i&gpehe election or removal of directors or otaetual

or threatened solicitation of proxies or consegtsion behalf of a Person other than the Board; or

(iii) Consummation of a reorganization, merger ansolidation or sale or other disposition of all
or substantially all of the operating assets ofGloenpany (a "Business Combination"), in each case,
unless, following such Business Combination, (kdmsubstantially all of the individuals and eietst
who were the beneficial owners, respectively, ef@utstanding Company Common Stock and
Outstanding Company Voting Securities immediatelgrto such Business Combination beneficially
own,




directly or indirectly, more than 40% of, respeetyy the then outstanding shares of common stack (o
other equity interests, in the case of an entitygothan a corporation), and the combined votinggyof
the then-outstanding voting securities of the caapon or other entity resulting from such Business
Combination (which as used in this section shallude, without limitation, a corporation or othetigy
which as a result of such transaction owns alubstntially all of the Company's assets eithexatly ol
through one or more subsidiaries) in substantthysame proportions as their ownership immediately
prior to such Business Combination of the Outstag@ompany Common Stock and Outstanding
Company Voting Securities, as the case may be(lgntb Person (excluding any corporation or other
entity resulting from such Business Combinatioamy employee benefit plan (or related trust) of the
Company or such corporation resulting from suchifBzss Combination) beneficially owns, directly or
indirectly, 30% or more of, respectively, the tleeristanding shares of common stock (or other equity
interests, in the case of an entity other thanrparation) of the corporation or other entity réisig from
such Business Combination, or the combined votowggp of the then-outstanding voting securities of
such corporation or other entity;

provided, however, that as used in Sections 241226, 4.3 and Article 5, a "Change-in-Controllué Company" shall be deemed
to occur only if any of the foregoing events ocand such event that occurs is a "change in the ishigeor effective control of a
corporation, or a

change in the ownership of a substantial portiothefassets of a corporation” as defined in TrgaReayg. § 1.409A-3(i)(5).

4.2.3. "Date of Termination" shall mean the d#tExecutive's "separation from service" with @@mpany, as
determined under Treasury Reg. § 1.409A-1(h).

4.2.4. 'Disability" shall mean either (i) thatdtutive is unable to engage in any substantiafgbactivity by
reason of any medically determinable physical ontaldémpairment that can be expected to resulegild or can be expected to
last for a continuous period of not less than 12tis, or (i) that Executive is by reason of anydinally determinable physical
mental impairment that can be expected to resuleath or can be expected to last for a continpetisd of not less than 12
months, receiving income replacement benefits foerdod of not less than three months under thef2miyls accident and health
plan. Executive will be deemed disabled if eithetedmined to be totally disabled by the Social SgcéAdministration, or if
determined to be disabled by the Company or uride€ompany's disability insurance program, provithed such determination
complies with the above definitioprovided, howevethat no event shall be treated as a Disabilityssiequalifies as a disability
for purposes of Section 409A.

4.2.5. "Good Reason" shall mean any materiadir®f this Agreement by the Company or the ocogeef
any one or more of the following without Executs/ptior express written consent: (i) a materialidirtion in Executive's
authority, duties or responsibility from those ffeet as of the Effective Date; (ii) a material dgmation in Executive's Base Salary
as in effect on the Effective Date or as may besased from time to time, other than a reductioitkvis part of an across-the
board proportionate reduction in the salaries lddextior executives of the Company imposed bectnes€ompany is experienci
financial hardship (provided such reduction is matre than twenty percent (20%) and does not coatioumore than twelve (12)
months); and (iii) a material change in Executiwdfice location (it being agreed that as of théeEfive Date such office location
shall be deemed to be Burlington, Massachusettsyiged, however, that a termination for Good Reasp Executive can occur
only if (a) Executive has given the Company a wnthotice of the existence of a condition givirggrio Good Reason within
ninety (90) days after the initial occurrence @ tondition giving rise to Good Reason and (b)dbenpany has not cured the
condition giving rise to Good Reason within thi{80) days after receipt of such notice. A termimatior Good Reason shall oc
thirty (30) days after the end of




such thirty (30) day cure period.

4.2.6. A "Potential Change-in-Control Periodakthe deemed to exist (i) commencing upon the datehich
the Company shall have announced that it has ehietie a merger, acquisition or similar agreem#re,consummation of which
would result in the occurrence of a Change-in-Gurdf the Company and ending on the earlier otlf@)date on which the
transaction governed by such agreement has besnrmomated or (b) the Company shall have announegdt thas terminated
such agreement, or (ii) commencing on the date liohwany Person shall publicly announce an intentictake actions which if
consummated would constitute a Chang&amtrol of the Company and ending on the earlidapthe date on which such acti
have caused the consummation of a Change-in-Cafttbe Company or (b) such Person shall publialycaince the termination
of its intentions to take such actions.

4.2.7. "Ration Percentage" shall mean the amexpressed as a percentage, equal to the numbaysin the
then current fiscal year through the Date of Teation, divided by three hundred and sixty-five (B65

4.2.8. "Termination Bonus Amount" shall meangheater of (i) Executive's highest Annual Inceatonus
earned in the two most recent full fiscal yearcpding the Date of Termination, or (i) One Hundpedcent (100%) of
Executive's Base Salary in effect as of the DafBesmination.

4.3. _Adjustments Upon Termination

4.3.1. _Death or Disabilitylf during the Term, Executive's employment wile Company terminates pursuant
to Section 4.1.1 or Section 4.1. 2, subject togebreeral release requirement in Section 4.5, thepaosnshall pay to Executive or
Executive's heirs, successors or legal represeesatas the case may be, Executive's Base Saleffett as of the date
Executive's employment with the Company terminflesss, in the case of a termination of employmerd eesult of Disability,
the amount of any payments made to Executive umagfongterm disability plan of the Company). Such paymehtsll be mad
in accordance with Section 3.1 over the 12-montiodehat commences on the Date of Terminationyioled that if termination
of employment due to death or Disability occurdhmttwelve (12) months after a Change-in-Contralhaf Company, the total of
such payments shall be made in a lump sum withity 80) days following the Date of Terminationotwithstanding any
provision to the contrary in any Company stock pamunder the terms of any grant, award agreeweiarm for exercising any
right under any such plan, any stock options, iaett stock awards, restricted stock unit awarigksappreciation rights or other
equity participation rights held by Executive aghed date of death or Disability shall become eisafile or vested, as the case
may be, with respect to all time-based awards as tadditional number of shares equal to the nunhiagwould have been
exercisable or vested as of the end of the twdl2§ rhonth period immediately following the DateTafrmination, but all
performance-based vesting awards that have nadastof such Date of Termination shall
be forfeited as of such date.

4.3.2 _With Cause or Without Good ReastfrExecutive's employment with the Company terab@s pursuant
to Section 4.1.3 or Section 4.1.5, (i) all paymemtd benefits provided to Executive under this Agrent shall cease as of the
Date of Termination, except that Executive shalebtitled to any amounts earned, accrued or owinignot yet paid under Secti
3.1 and any benefits due in accordance with thredaf any applicable benefit plans and progranth@fCompany and (ii) all
vesting of all stock options, restricted
stock awards, restricted stock unit awards, stpgkexiation rights or other equity participatioghis then held by Executive shall
immediately cease as of the date Executive's emqmay with the Company terminates.

4.3.3. _Without Cause or with Good Reason Oftieen during a Potential Chana@eControl Period or After a
Changein-Control of the Companylf Executive's employment with the Company tera@s pursuant to Section 4.1.4 or Sectior
4.1.6, other than during a Potential Change-in-@bipieriod or within twelve (12) months after a @ga in-Control of the
Company, subject to the general release requirement




Section 4.5:

(i) unless otherwise required by law to be gmdh different date, within thirty (30) days follmg the
Date of Termination, the Company shall pay Exeeuiiva lump sum in cash the sum of (a) any accrue
but unpaid Base Salary through the Date of Ternanaplus (b) the Annual Incentive Bonus for the
fiscal year preceding the fiscal year in which frade of Termination occurs, if earned and unpdigs p
(c) any accrued but unused vacation pay;

(i) the Company shall pay Executive, as seveggray, his Base Salary in effect as of the Date of
Termination in accordance with Section 3.1 for txeg|12) months after the Date of Termination,; fingt
installment will be paid in accordance with the Qamy's usual payroll practices beginning in therglh
period first beginning after the date the reledsdams described in Section 4.5 becomes effective
provided however, if the sixty (60) day deadlinsatéed in Section 4.5 crosses into a subsequent ta
year, no payment will be made before the first hess day of the subsequent tax year;

(i) the Company shall pay Executive the Annimadentive Bonus for the year in which the Date of
Termination occurred, in the amount of ExecutiV@sget Bonus multiplied by the applicable actualpl
payout factor and pro rated by the number of moBttecutive was employed by the Company during
year of the Date of Termination; provided, howeteat any individual performance component of such
payout factor shall be determined by the Chief Ekge Officer (or if required by applicable laws)as

or regulations, including the rules of the plantty Compensation Committee); and provided further,
that such Annual Incentive Bonus will be paid oififfhe Company pays bonuses, on account of the ye:
in which the Date of Termination occurred, to Exe®iOfficers who remain employed with the
Company and will be paid in a lump sum on or altbetdate on which the Company pays bonuses to
Executive Officers who remain employed with the @amy but, if at all, no later than December 31 of
the year following the year in which the Date offigation occurred;

(iv) if Executive is eligible to receive and eletscontinue receiving any group medical, dental
and vision insurance coverage under COBRA, the Gmyghall reimburse the monthly COBRA
premium in an amount equal to the portion of sugmium that the Company pays on behalf of active
and similarly situated employees receiving the sgipe of coverage until the earlier of (a) the efthe
twelve (12) month period following the Date of Ténation or (b) the date on which Executive become:
eligible to receive group medical, dental and visitsurance benefits from another employer that are
substantially equivalent to those provided by tloenPany as of the Date of Termination (Executive
agrees to notify the Company in writing promptlyongecoming eligible to receive such group medical
dental and vision insurance from another employer);

(v) the Company shall provide Executive, at@mmpany's sole cost, with executive outplacement
assistance in accordance with the Company's theertiexecutive outplacement program, provided th:
no outplacement benefits shall be provided afterethd of the first calendar year following the ndkr
year in which the Date of Termination occurs;

(vi) notwithstanding any provision to the comyréan any Company stock plan, or
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under the terms of any grant, award agreementror for exercising any right under any such plary, an
stock options, restricted stock awards, restristedk unit awards, stock appreciation rights oepth
equity participation rights held by Executive agie Date of Termination shall become exercisable o
vested, as the case may be, with respect to althased vesting awards as to an additional nuniber o
shares equal to the number that would have beenisable or vested as of the end of the twelve (12)
month period immediately following the Date of Ténation, but all performance-based vesting awards
that have not vested as of the Date of Terminati@il be forfeited as of such date except thdtdfDate
of Termination takes place after December 31 daflarmlar year during the Term but prior to the
computation of Return on Equity (as defined indpplicable grant agreement) with respect to such
calendar year, a determination will be made abaatditional number of shares, if any, to be vkbata
result of such ROE computation, prior to the fdtfiee of the remaining unvested shares; and

(vii) Executive shall be entitled to exercisg/auch options or other awards or equity partiograt
rights until the earlier of (a) 12 months after iate of Termination and (b) the expiration dataniy, of
such options, other awards or equity participatights, but all performance based vesting awards th
have not vested as of the Date of Termination $eafbrfeited as of such date. No other payments or
benefits shall be due under this Agreement to Bkesbut Executive shall be entitled to any betsefi
accrued or earned in accordance with the termay#pplicable benefit plans and programs of the
Company.

4.3.4. _Without Cause or with Good Reason Adt€thangen-Control of the Companylf, within twelve (12) months
after a Change-in-Control of the Company, Execusivall terminate Executive's employment pursuasection 4.1.6 or the
Company shall terminate Executive's employmentyamsto Section 4.1.4, then in any such eventestlp the general release
requirement in Section 4.5:

() unless otherwise required by law to be paich different date, the Company shall pay Exeetitie
following amounts as severance pay (without reg@attie provisions of any benefit plan) in a lumpsu
in cash within ten (10) business days after theais# of claims described in Section 4.5 becomes
effective, provided however, if the sixty (60) ddgadline described in Section 4.5 crosses into a
subsequent tax year, no payment will be made béfieréirst business day of the subsequent tax year:

@) the sum of (A) Executive's accrued but unfgside Salary through the Date of Termination, plu
(B) the Annual Incentive Bonus for the fiscal ypaeceding the fiscal year in which the Date of
Termination occurs, if earned and unpaid, plustb@)product of (1) Executive's Termination
Bonus Amount, and (2) the Pro Ration Percentages, (i)) any accrued but unused vacation
and

(b) the amount equal to one and a half (1.5) tithessum of (A) Executive's Base Salary in effect a
of the Date of Termination, plus (B) Executive'sm@mation Bonus Amount.
\
(ii) if Executive is eligible to receive and etg to continue receiving any group medical, deata
vision insurance coverage under COBRA, the Comgaayl reimburse the monthly COBRA premium
(on a fully grossed up basis, if such reimburserneetaxable to Executive) in an amount equal to the
portion of such premium that the Company pays dralb@f active and similarly situated employees
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receiving the same type of coverage until the eadf (a) the end of the eighteen (18) month period
following the Date of Termination or (b) the datewhich Executive becomes eligible to receive group
medical, dental and vision insurance benefits femother employer that are substantially equivalent
(including, without limitation, equivalent as tortedits, premiums and co-pay amounts) to those geai
by the Company as of the Date of Termination (Ekeewagrees to notify the Company in writing
promptly upon becoming eligible to receive suchugranedical, dental and vision insurance from arrc
employer);

(i) notwithstanding anything to the contrarythe applicable stock option or restricted stowit u
agreement, the exercisability of all outstandirggktoptions, restricted stock awards, restrictedkstinit
awards, stock appreciation rights and other eqpatyicipation rights then held by Executive witspect
to the common stock of the Company (or securitiehanged for such common stock in connection wit
the Change-in-Control of the Company) shall acegein full and Executive shall be entitled to
any such options or other awards or equity apptieaiaights until eighteen (18) months after theidaf
Termination; and

(iv) the Company shall provide Executive, at@@mpany's sole cost, with executive outplacement
assistance in accordance with the Company's theaftttexecutive outplacement program, provided th:
no outplacement benefits shall be provided afteretid of the second calendar year following the
calendar year in which the Date of Termination oscu

4.4. Section 409A

4.4.1. Payments to Executive under this Artickhall be bifurcated into two portions, consistiriga portion
that does not constitute "nonqualified deferred pensation" within the meaning of Section 409A & @ode and a portion that
does constitute nonqualified deferred compensatieating each amount to be paid or benefit torbgiged as a separate
identified payment for purposes of Section 409AirRents hereunder shall first be made from the @oyif any, that does not
consist of nonqualified deferred compensation unisl exhausted and then shall be made from thigopathat does constitute
nonqualified deferred compensation. However, ifdtive is a "specified employee” as defined in Bact09A(a)(2)(B)(i) of the
Code, to the extent required by Section 409A ofCGbde, the commencement of the delivery of any gagiments that constitute
nonqualified deferred compensation will be delaigethe date that is six (6) months and one (1)aftgr Executive's Date of
Termination (the "Earliest Payment Date"). Any payits that are delayed pursuant to the precedirtgrsamshall be paid on the
Earliest Payment Date. The determination of whetiied the extent to which, any of the paymentstanhade to Executive
hereunder are nonqualified deferred compensatialh Isé made after the application of all applicadtelusions under Treasury
Reg. 8§ 1.409AL(b)(9). Any payments that are intended to qudbfythe exclusion for separation pay due to invtduy separatio
from service set forth in Treasury Reg. § 1.409B8})(iii) must be paid no later than the last déyhe second taxable year of
Executive following the taxable year of Executimenhich the Date of Termination occurs.

4.4.2. The parties acknowledge and agree tkdnthrpretation of Section 409A of the Code amdjiplication
to the terms of this Agreement are uncertain ang lmeasubject to change as additional guidance r@edpiretations become
available. Anything to the contrary herein notwitingling, all benefits or payments provided by tloenBany to Executive that
would be deemed to constitute "nonqualified deteoempensation” within the meaning of Section 4@®£he Code are intended
to comply with Section 409A of the Code. If, howeweny such benefit or payment is deemed to notpbpmith Section 409A of
the Code, the Company and Executive agree to réiaegy good faith any such benefit or paymentl(iding, without limitation
as to the timing of any severance payments paysdkof) so




that either (i) Section 409A of the Code will npipdy or (ii) compliance with Section 409A of the @owill be achieved; provide
however, that an{ deferral of payments or otherdighshall be only for such time period as maydagiired to comply with
Section 409A; and provided, further, that paymentsther benefits that occur as a result of thdiegupn of this section shall
themselves comply with Section 409A of the Code.

45. _General Releasén order to be eligible to receive any of theasalor benefits under Sections 4.3.1, 4.3.3, 68.4
4.3.5, Executive (or his personal representativapplicable) shall be required to execute andveelio the Company and allow to
become effective and unrevoked, within sixty (68yslafter the Date of Termination or such shortgiod as the Company then
provides, a general release of claims against dmepany, excluding any claims concerning the Comisamlyligations under this
Agreement, in a form provided by and reasonablgfsatory to the Company which shall contain aaséof claims by Executive
substantially in the form attached hereto as Extihiand shall be required to sign by the releaseloheaspecified above such
other agreements as executive employees of the &onare generally required to sign if Executivelsia have already done
so, provided, however, that such other agreementeticause any changes to the provisions herdémany restricted stock,
restricted stock unit, stock option or similar canpatory or benefit agreement between Executivaren@ompany. The
Company shall have no other liability or obligatiomder this Agreement to Executive's executorgllegpresentatives,
administrators, heirs or assigns or any other peckming under or through Executive.

Article 5. NonCompetition and Nosbolicitation

5.1. _NorCompetition and NoiSolicitation. Executive acknowledges the highly competitivaurebf the businesses
the Company and accordingly agrees that while Brexis employed by the Company and for a periotheflonger of (i) one
year after the Date of Termination, in the casa td@rmination other than during a Potential Ch-in Control Period or within 12
months after a Change-in-Control of the Compang, (@h18 months after the Date of Terminationhe tase of a termination
during a Potential Change-in Control Period or imith2 months after a Change-in-Control of the Comypa

5.1.1. Executive will not perform services forawvn an interest in (except for investments ofmote than five
percent (5%) of the equity interest in a compangraity in which Executive does not actively papate in management) any
firm, person or other entity that competes or plansompete in any geographic area with the Compalitye business of the
development, manufacture, promotion, distributiosae of digital film, video or audio productiamots, including, but not limite
to, editing, live sound, broadcast or newsroom petglor automation systems, content-creation toodslia storage, computer
graphics or on-air graphics, or other businesorices in which the Company is engaged or plapgyalenced by consideration
by the Company's executive staff or by the Boasdrigage at the time Executive's employment wighGbmpany terminates.

5.1.2. Executive will not directly or indirectssist others in engaging in any of the activitiewhich Executivi
is prohibited to engage by Section 5.1.1.

5.1.3. Executive will not directly or indirectbither alone or in association with others (ija@bbr employ, or
permit any organization directly or indirectly cosited by Executive to solicit or employ, any parssho was employed by the
Company or was engaged as an independent contedctoy time within six months prior to such saéition or employment, or
(i) solicit, hire or engage as an independent r@ator, or permit any organization directly or rditly controlled by Executive to
solicit, hire or engage as an independent contraaty person who was employed by the Company sremgaged as an
independent contractor at any time within six merghor to such solicitation, hiring or engagementiii) solicit, or permit any
organization directly or indirectly controlled byxé&cutive, to solicit any person who is an emplogethe Company to leave the
employ of the Company.
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5.1.4. Executive will not directly or indirectbither alone or in association with others sqliitpermit any
organization directly or indirectly controlled byxé&cutive to solicit, any current or future custoraesupplier of the Company to
cease doing business in whole or in part with tboem@any or otherwise adversely modify his, her ®biisiness relationship with
the Company.

5.2. _Reasonableness of Restrictioliss expressly understood and agreed thattfipagh Executive and the Comp:
consider the restrictions contained in this Artislt be reasonable, if a final judicial determioiats made by a court of
competent jurisdiction that the time or territoryamy other restriction contained in this Articlésiunenforceable, such restriction
shall not be rendered void but shall be deemea tertfiorceable to such maximum extent as such omaytdetermine or indicate
to be enforceable and (ii) if any restriction coméal in this Agreement is determined to be unemfaloée and such restriction
cannot be amended so as to make it enforceable fisuling shall not affect the enforceability ofyaother restrictions contained
herein.

5.3. _Remedies for Breaclxecutive acknowledges and agrees that the Coytgoaamedies at law for a breach or
threatened breach of any of the provisions of Aligcle 5 would be inadequate and, in recognitibthis fact, Executive agrees
that, in the event of such a breach or threatenealch, in addition to any remedies at law, the Caomgpwithout posting any bon
shall be entitled to obtain equitable relief in fbem of specific performance, temporary restragnimders, temporary or perman
injunctions or any other equitable remedy which ritegn be available. Executive further agrees thhg violates the provisions
of Article 5, he will continue to be held by thestéctions set forth in Article 5 until an aggregateriod equal to the period of
restriction in Section 5.1 has expired without aigfation. In addition, in the event of a breachfaficle 5 which is not remedied
after ten (10) days' written notice from the Compéhsuch breach is susceptible to cure), whetinarot Executive is employed
by the Company, the Company shall cease to havelamgations to make payments to Executive underAlgreement (except
for payments, if any, earned prior to such breach).

Article 6. NonDisclosure and Assignment of Inventions

6.1. _Confidential Information

6.1.1. Executive agrees that all information kndw-how, whether or not in writing, concerninyttie
Company's business or financial affairs, (ii) thmm@any's research and development or investigatitivities, and (iii) the
business relations and affairs of any of the Comiisaslients, customers, vendors and suppliers,ishait generally known to the
public, industry or trade (collectively, "Confid@dtinformation™) is and will be the exclusive peaty of the Company. Examples
of Confidential Information include, but are nahited to, trade secrets, inventions, products,gsses, methods, techniques,
formulas, compositions, projects, development:ipleesearch data, financial data, personnel datther employees, computer
programs, and customer and supplier lists. Exeguwtil not at any time, either during or after kismiployment with the Company,
disclose any Confidential Information to othersside the Company except when he is required tado the performance of .is
duties for the Company (and provided Executivedigised an appropriate confidentiality agreemeni witch third party), or as
required by law, or use any Confidential Informatfor any unauthorized purposes without obtainirigrpwritten approval by an
officer of the Company unless and until such Caaritthl Information has become public knowledge wiithfault by Executive,
whether directly or indirectly.

6.1.2. Executive agrees that all files, letteremoranda, notes, reports, records, data, skeittaagings,
program listings, or other written, photographid aangible material, as well as material in elatizdorm, containing
Confidential Information, whether created by Exaaibr others, that comes into Executive's custwdyossession, is the
Company's exclusive property that Executive wik osly in the performance of his duties for the @any. Executive will delive
to the Company all of these materials and all o@@mnpany tangible property and property in electréorm in his custody or
possession, upon the earlier of (i) a request by
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the Company or (ii) termination of his employmehiter Executive delivers these materials, he wiit retain any records or
copies of these materials.

6.1.3. Executive agrees that his obligatiom@ to disclose or use Confidential Information &inco return the
Company's tangible property and property in elestréorm, also extends to Confidential Informatitemgible property and
property in electronic form of the Company's cliemustomers, vendors and suppliers and otherphities who may have
disclosed or entrusted the same to the Company Bxdcutive in the course of the Company's business

6.2. _Inventions

6.2.1. The term "Invention(s)" in this Agreemargans any new or useful art, discovery, improvémen
development or invention, whether or not patentablg whether or not in tangible form, and all retbknow-how, designs,
maskworks, trademarks, formulae, processes, manuuifag techniques, trade secrets, ideas, artwoffkyare or other
copyrightable or patentable works, including ajhtis to obtain, register, perfect and enforce tipegprietary interests. Executive
will make full and prompt disclosure to the Companfill Inventions, whether patentable or not, toat created, made, concei
or reduced to practice by him or under his directo jointly with others during his employment InetCompany, whether or not
during normal working hours or on the premiseshef€Company.

6.2.2. Executive agrees to assign, and doedyhgrant and assign, to the Company (or its desigeall his
right, title and interest in and to all Inventicarsd all related patents, patent applications, dgpts and copyright applications,
that he solely or jointly conceives or has concgj\develops or has developed, or reduces or haseddo practice, during the
period of his employment with the Company. Thisteec6.2.2 does not apply to Inventions that doredite to the present or
planned business or research and development @fdimpany and that are made and conceived by Exeaubt during normal
working hours, not on the Company's premises ahdsiog the Company's tools, devices, equipme@anmfidential Information
Executive acknowledges that if a court of compejiengdiction determines that the assignment ofaderclasses of inventions is
unenforceable, this Section 6.2.2 will be interpdeot to apply to any invention that a court ried/or the Company agrees falls
within such classes (a "Non-Assignable Inventiotf'he Company determines that a Non-Assignablemtion could be made
assignable if certain defects were corrected, Beragrees to cooperate fully with the Companyhlturing and after his
employment with the Company, to correct such defect

6.2.3. Executive agrees to cooperate fully with Company, both during and after his employmaétit the
Company, on the procurement, maintenance and emfanat of all intellectual property rights, includibut not limited to
copyrights and patents (both in the U.S. and foreiguntries), relating to Inventions. Executiveesgto sign all papers,
including, but not limited to, copyright applicati®, patent applications, declarations, oaths, foassignment of priority rights
and powers of attorney, that the Company may desrassary or desirable in order to protect its sigimd interests in any
Inventions assigned by Executive to the Compangyaumnt to Section 6.2.2 above or otherwise.

6.2.4. Prior to the Effective Date, Executivalsdeliver to the Company, and the Company sladhawledge
receipt signed by an officer of the Company (a cofpyhich shall be returned to Executive) of, &disscribing all inventions,
original works of authorship, developments, improeats and trade secrets that were made by Exeqritveto the Effective
Date (collectively referred to as "Prior Inventityhat belong to Executive, and that Executive maisassigned to the Company.
If no such list is delivered prior to the Effectiizate, Executive represents that he does not hawv@@or Inventions. If in the
course of his employment with the Company, Exeeuiicorporates or has incorporated into a Companguyet, process or
machine a Prior Invention that he owns or thatd®dn interest in, Executive hereby grants to tgainy a nonexclusive,
royalty-free, irrevocable, perpetual, worldwide licensetake, have made, modify, use and sell this Prieertion as part of or i
connection with such product, process or machine.
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6.3. _Other AgreementdExecutive hereby represents that, except as$dikelosed in writing to the Company, he is
not bound by the terms of any agreement with aryipus employer or other party to refrain from ceipg, directly or
indirectly, with the business of such previous ewipl or any other party. Executive representshisperformance of all the
terms of this Agreement and as an employee of trepgany does not and will not breach any agreenoekeep in confidence
proprietary information, knowledge or data acquipgcExecutive in confidence or in trust prior t@ lkeimployment with the
Company, and Executive shall not disclose to the@my or induce the Company to use any confideotigltoprietary
information or material belonging to any previousptoyer or others.

6.4. _United States Government ObligatioEsecutive acknowledges that the Company from tortéme may have
agreements with other persons or with the UnitedeStgovernment, or agencies of the United Statesrgment, that impose
obligations or restrictions on the Company regaydnventions made during the course of work underagreements or regard
the confidential nature of this work. Executiveess to be bound by all such obligations and réistnis that are made known to
him and to take all action necessary to dischdrgebligations of the Company under these agreement

Article 7. Miscellaneous

7.1. _Indemnification Executive shall be entitled to indemnificationsas forth in Article Eleventh of the Company's
Certificate of Incorporation, a copy of which haseh provided to Executive. A directors' and officéability insurance policy (c
policies) shall be kept in place, during the Telfrithis Agreement and thereafter until at leastftheth anniversary of the date the
Agreement is terminated for any reason, providiogecage to Executive that is no less favorablestarhany respect (including,
without limitation, with respect to scope, excluspamounts and deductibles) than the coveragebiiag provided to any other
present or former officer or director of the Compan

7.2. _No Mitigation The Company agrees that, except as specificallfosth in Section 4.3.3(iv) and Section 4.3.4(ii)
regarding COBRA premium reimbursement, (i) if Exacels employment is terminated during the ternthaf agreement,
Executive is not required to seek other employroend attempt in any way to reduce any amountsipaya Executive by the
Company and (ii) the amount of any payment providecunder shall not be reduced by any compensadiored by Executive.

7.3. _Right to OffsetTo the extent not prohibited by applicable lawd adldition to any other remedy, the Company
the right but not the obligation to offset any amithat Executive owes the Company against any atealue Executive unc
this Agreement.

7.4. _Obligation of Successor8ny successor to substantially all of the Compmagsets and business, whether by
merger, consolidation, purchase of assets or oteenshall succeed to the rights and obligationth®Company hereunder,
specifically including any rights to enforce thetrective covenants of this Agreement. As usedia Agreement, "Company”
shall mean the Company as defined above and awgssar to substantially all of its assets and lessior which otherwise
becomes bound by all the terms and provisionsisfAgreement by operation of law.

7.5. _Notice All notices required or permitted hereunder shalin writing and deemed effectively given (i) wihe
delivered in person, (i) on the third business d#gr mailing by registered or certified mail, fagge prepaid, (i) on the next
business day after delivery to an air courier fextrday delivery, paid by the sender, or (iv) wisent by facsimile provided (a)
confirmation of transmission is mechanically orcélenically generated and kept on file by the segdbarty and (b) notice is sent
to the recipient during the recipient's normal bast hours (9:00 a.m. to 5:00 p.m. or if sent &fteh hours, as of commencenr
of the next business day), in all cases address#tttother party hereto as follows:
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@) If to the Compan

Avid Technology, Inc.

75 Network Drive
Burlington, MA 01803
Attention: General Counsel
Facsimile: (978) 548-4639

(b) If to Executive, at the latest address on the perslrecords of the Compe
or at such other address or addresses as eittigrspatl designate to the other in accordance thighsection.

7.6. _Survival The respective rights and obligations of theipaminder this Agreement shall survive any terniomabf
Executive's employment to the extent necessatyeantended preservation of such rights and olbdigat Notwithstanding the
termination of this Agreement or Executive's sergibereunder for any reason, Article 5 shall serainy such termination.

7.7. _Complete Agreement: Amendmernithis Agreement constitutes the entire agreemetwtden the parties with
respect to the subject matter hereof and supersegeasnd all prior agreements between the partigsraspect to the subject
matter hereof. This Agreement may not be modifiedroended except upon written amendment approveldeb€ompensation
Committee, and executed by a duly authorized affiééhe Company and by Executive. No waiver bia@itparty hereto al any
time of any breach by the other party hereto otanpliance with, any condition or provision ofgtfigreement to be performed
by such other party shall be deemed a waiver ofaimor dissimilar provisions or conditions at themme or at any time prior or
subsequent time. Notwithstanding the foregoing Gbepany may unilaterally modify or amend this Agrent if such
modification or amendment is approved by the Cormptton Committee and made to all other executivelepment agreements
entered into between the Company and its then-aeecutive Officers.

7.8. _Applicable Law and ForunThis Agreement shall be interpreted in accordavitte the laws of the
Commonwealth of Massachusetts (without referentkaa@onflicts of laws provisions thereof). Anyiaat suit or other legal
proceeding arising under or relating to any pravisif this Agreement or Executive's employment nbgstommenced only in a
court of the Commonwealth of Massachusetts (@pffropriate, a federal court located within the Gamwealth of
Massachusetts), and the Company and Executiveseadent to the jurisdiction of such a court. Witkprect to any such court
action, the Parties hereto (a) submit to the palgonsdiction of such courts; (b) consent to gs\of process by the means
specified under Section 7.5; and (c) waive anyrotbguirement (whether imposed by statute, ruleooft, or otherwise) with
respect to personal jurisdiction, inconvenient foyor service of process.

7..9. _Waiver of Jury TrialTO THE EXTENT NOT PROHIBITED BY APPLICABLE LAW TIAT CANNOT BE
WAIVED, THE PARTIES HEREBY WAIVE, AND COVENANT THATTHEY WILL NOT ASSERT (WHETHER AS
PLAINTIFF, DEFENDANT OR OTHERWISE), ANY RIGHT TO TRL BY JURYINANY ACTION, SUIT OR OTHER
PROCEEDING ARISING IN WHOLE OR INPART UNDER OR IN@NNECTION WITH THIS AGREEMENT OR THE
RELEASE T CONTEMPLATES, WHETHER NOW EXISTING OR HEHRFTER ARISING, AND WHETHER SOUNDING
INCONTRACT, TORT OR OTHERWISE, THE PARTIES AGREE AH ANY PARTY MAY FILE A COPY OF TIDS
PARAGRAPH WITH ANY COURT AS WRITTEN EVIDENCE OF THENOWING, VOLUNTARY AND BARGAINED-
FOR AGREEMENT AMONG THE PARTIES IRREVOCABLY TO WAIE THEIR RIGHTS TO TRIAL BY JURY N ANY
PROCEEDING WHATSOEVER BETWEENTHEM RELATING TO THAGREEMENT OR TO ANY OF THE MATTERS
CONTEMPLATED UNDER TH S AGREEMENT, RELATING TO EXBCTIVE'S EMPLOYMENT, OR COVERED BY THE
CONTEMPLATED RELEASE.

7.10. _Severability If any non-material provision of this Agreerishall be held invalid or
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unenforceable, it shall be deemed to be deleteglalified so as to be enforceable or valid to tleximum extent permitted by
law, and the remaining provisions shall continuéulhforce and effect.

7.11. _Binding Effect This Agreement shall inure to the benefit of Aecbinding upon the parties hereto and their
respective heirs, executors, administrators, legfaesentatives, successors, assigns and perspnasgentatives, except that the
duties, responsibilities and rights of Executivel@emthis Agreement are of a personal nature antrabtebe assigned or delegated
in whole or in part by Executive, except to theegktthat the rights of Executive hereunder mayrifereeable by his heirs,
executors, administrators or legal representatif&xecutive should die while any amounts would be payable to Executive
hereunder if Executive had continued to live, attlsamounts, unless otherwise provided herein| Baglaid in accordance with
the terms of this Agreement to Executive's devikgmtee or other designee or, if there be no daslgnee, to Executive's estate.

7.12. _CaptionsCaptions of sections have been added only foverdience and shall not be deemed to be a parisof tf
Agreement.

7.13. _Withholding The Company may withhold from any amounts payahtger this Agreement such federal, state,
local or foreign taxes as shall be required to ikheld pursuant to any applicable law or regutatio

7.14. _CounterpartsThis Agreement may be executed in one or morategparts, each of which shall be deemed to t
an original but all of which together will constiéuone in the same instrument.

7.15. _NorDisparagementExecutive will not disparage the Company or ahygsodirectors, officers, agents or
employees or otherwise take any action which coeddonably be expected to adversely affect thetagpn of the Company or
the personal or professional reputation of anynef@ompany's directors, officers, agents or emglsylothing in this paragraph
will prevent Executive from disclosing any inforriwat to his attorneys or in response to a lawfulpggma or court order requiril
disclosure of information.

7.16. _Further AssuranceEach party agrees to furnish and execute additfonms and documents, and to take such
further action, as shall be reasonable and custlymmeguired in connection with the performancdtos Agreement or the
payment of benefits hereunder. In addition, follogvthe termination of Executive's employment with Company, Executive
shall reasonably cooperate with the Company taeffesmooth transition with respect to any actgitExecutive engaged in on
behalf of the Company, at the Company's behestptratwise in the conduct of Executive's activilssan employee of the
Company, including, without limitation, providingg Company with (or directing the Company to thmatimn of) business
records and other information relating to the Conyfmbusiness.

IN WITNESS WHEREOF, the undersigned have duly etetand delivered this Executive Employment Agreanas of the da
first above written.

Avid Technology, Inc.

By: /s/ Kirk Arnold

Name: Kirk Arnold

Title:  Executive Vice President and Chief OpieaOfficer
[s/ James Vedda

James Vedda
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Exhibit A

Release provision pursuant to Section 4.5 of the Egutive Employment Agreement

In consideration of the payment of the severanceefits, which Executive acknowledges he would rtbeovise be entitled

receive, Executive hereby fully, forever, irrevolyaland unconditionally releases, remises and diggsathe Company,

officers, directors, stockholders, corporate &iféds, subsidiaries, parent companies, agents amdoyses (each in the
individual and corporate capacities, and colletyiveferred to hereinafter as the "Released Pd)tiesm any and all claim
charges, complaints, demands, actions, causes tiohasuits, rights, debts, sums of money, costgoants, reckoning
covenants, contracts, agreements, promises, dommsssions, damages, executions, obligations, lili@ls, penalties ar
expenses (including attorneys' fees and costgjyerfy kind and nature that Executive ever had er has against any or all
the Released Parties, whether existing or conting@own or unknown, including but not limited tny and all claims arisii
out of or relating to Executive's employment witidér separation from any of the Released Partiesising out of his relatic
in any capacity to any of the Released Partiesamalyall claims under any Federal, state, or looaktitution, law, or regulatio
any and all claims for discrimination, harassmemt, retaliation (including claims of age discrimiimat under the Ac
Discrimination in Employment Act, 29 U.S.C. 8621sefj. or any other law prohibiting age discrimioa}j any and all commu
law claims including, but not limited to, actions defamation, intentional infliction of emotionaisttess, misrepresentati
fraud, wrongful discharge, and breach of contrang any and all claims to any neasted ownership interest in the Comp
contractual or otherwise. This release is intertddak all encompassing and to act as a full arad tetease of all claims, whetl
specifically enumerated above or not, that Exeeutiay have or have had against any or all of theaRed Parties up to the ¢
Executive signs this Agreement, but nothing in tigeement prevents Executive from filing a changgh, cooperating with, «
participating in any proceeding before the EqualpEryment Opportunity Commission or a state fair kxyment practice
agency (except that Executive acknowledges thah&e not be able to recover any monetary benefitsoimection with ar
such claim, charge or proceeding and provided énrthowever, that nothing herein is intended tadestrued as releasing
Company from any obligation set forth in this Agresnt.

Executive acknowledges that he has been giveraat terentyene (21) days to consider this Agreement and tl@iCompan
advised him to consult with any attorney of his ogttoosing prior to signing this Agreement. Exearitiurther acknowledg
that he may revoke this Agreement for a periodesks (7) days after the execution of this Agreemamd the Agreement sf
not be effective or enforceable until the expimataf this seven (7) day revocation period. Exeeutimderstands and agrees
by entering into this Agreement he is waiving amd all rights or claims he might have under the Ayscrimination it
Employment Act, as amended by the Older WorkerseBeRrotection Act, and that he has received amrsition beyond that
which he was previously entitled.

! Executive acknowledges that the Company may rekiseExhibit to reflect changes in law so as teeiree a complete release
all releasable claims (other than to obligationsiag under this agreement).
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EXHIBIT 10.39

AV

AVID TECHNOLOGY, INC.
AMENDED AND RESTATED EXECUTIVE EMPLOYMENT AGREEMENT
This Amended and Restated Executive Employmentexgent (this "Agreement”) is entered into as of Dawer 20, 2010, by
and between Avid Technology, Inc., a Delaware capon (the "Company"), and Glover Lawrence ("Exe@)). This
Agreement shall replace and supersede that cé&t@outive Employment Agreement between Executivethe Company
entered into as of August 22, 2008 (the "Prior Agnent").
Recital
The Company and the Executive desire to amendestdte the Prior Agreement in its entirety asahfherein, effective as of
the date set forth above (or, where required byi@ed09A of the Internal Revenue Code of 198Grasnded (the "Code") as of
January 1, 2009), to clarify the application of t8et409A of the Code to the benefits that may twvided to the Executive.
Agreement
In consideration of the foregoing Recital and théuml promises and covenants herein containedfaarather good and valuable

consideration, Executive and the Company, intentbrige legally bound, agree as follows:

Article 1. Services

1.1. _Service Commencing on August 25, 2008 (the "EffectivedDaaind throughout the Term (as defined below),
Executive shall serve as Vice President of Corgobsvelopment upon the terms and conditions s#t f@low.

1.2. _Duties During the Term, Executive agrees to perform sexadtutive duties consistent with his position ay e
assigned to him from time to time by the Board atbtors of the Company (the "Board" or "Board @feBtors") or the Chief
Executive Officer and to devote his full workinghe and attention to such duties.

1.3. _No Conflicting CommitmentDuring the Term, Executive will not undertake amynmitments, engage or have
an interest in any outside business activitiemegranto any consulting agreements which, in thedyfaith determination of the
Chief Executive Officer, conflict with the Compasiyhterests or which might reasonably be expectéahpair the performance of
Executive's duties as a full-time employee of tlen@any. Notwithstanding the foregoing, Executiveyrparsue personal
interests (including, without limitation, industrgivic and charitable activities) and attend togessonal investments, so long as
such activities do not interfere with the performaof his duties hereunder.
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Article 2. Term

2.1. _Term The term of this Agreement (the "Term") shall ecoemce on the Effective Date and shall expire onusug@5, 2011
unless the Term is:

2.1.1. extended pursuant to the provisionsisf3ection 2.1; or
2.1.2. terminated when the Executive's employrt@minates pursuant to Section 4.1 hereof;

provided, however, that notwithstanding the foragothe Term shall continue to automatically beeeded for periods of one
(1) year so long as neither party provides writietice to the other of its intent to terminate byade which is at least one
hundred and eighty (180) days prior to the themezurexpiration date of the Agreement, and, pravitether, that (i) in the
event that a Change-in-Control of the Company émed in Section 4.2.2) should occur during thel (12) months prior to
the end of the theaurrent Term and Executive is still an employeéhef Company at that time, then the Term shall leenabel tc
expire on the date that is twelve (12) months dfterdate of such Change-@ontrol of the Company, (ii) in the event a Potal
Change-in-Control Period (as defined in Section6).exists within the twelve

(12) months prior to the end of the then-currentiTand Executive is still an employee of the Conypas of that date, the Term
shall be deemed to expire on the date that is &v@l2) months after the commencement of such Ralt&tiange-in-Control
Period and (iii) the expiration of the Term shait adversely affect Executive's rights under thigeg®ement which have accrued
prior to such expiration. For the avoidance of dpifta Potential Change-in Control Period shalincoence in the twelve (12)
months prior to the end of the then-current Terh @Change-in-Control of the Company shall alsapdaring such twelve
(12) month period, and if Executive is still an doyge of the Company on the date of the Changesimr@l of the Company,
the Term shall be deemed to expire twelve (12) h®after the date of such Change-in-Control. Urtlesservices of the
Executive have terminated prior to or upon the @fthe Term in accordance with the provisions @ #hgreement, from and
after the end of the Term, Executive shall be apleyee-at-will.

Article 3. Payments

3.1. _Base CompensatioBuring the Term, the Company shall pay Executineéannual base salary (the "Base Salary
of Two Hundred Fifty Thousand Dollars ($250,00@yable in regular installments in accordance with@Company's usual
payment practices. The Base Salary shall be reddyehe Compensation Committee of the Board dutieglrerm.

3.2. _Incentive Payment€ommencing with the Company's fiscal year endisgember 31, 2008 and thereafter du
the remainder of the Term, Executive shall be kligto participate in an annual performance boras pursuant to which, as of
the Effective Date, he shall be eligible to receaviarget annual bonus equal to sixty percent (6if%js then Base Salary (the
"Target Bonus") for full attainment of his perfornt@ objectives (which may include Compamigle objectives), with a maximu
annual bonus equal to One Hundred Thirty Five per€E5%) of his then Target Bonus for extraordyraerformance on all or
nearly all of his performance objectives (the "Aahincentive Bonus"). Notwithstanding the foregqif the Company's fiscal
year ending December 31, 2008, achievement of timual Incentive Bonus shall be on a-rata basis for the period following
the Effective Date only.

The amount of Executive's Annual Incentive Bontiany, shall be based on the degree to which Exexsipperformance
objectives for a fiscal year have been met. Ifpretiiously determined, within forty-five (45) dagfier the Effective Date,
Executive and the Chief Executive Officer shall ually establish
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Executive's performance objectives for fiscal y2@08, which performance objectives will be recomdszhto the Compensation
Committee of the Board for approval. Thereafterjryuthe Term, Executive's performance objectiwvesehch fiscal year shall
established during Executive's annual performaeeew and subject to the approval of the Compems&iommittee of the
Board; provided, that in no event shall the per@ages set forth in the first paragraph of this $&c8.2 to be used in calculating
Executive's Annual Incentive Bonus be reduced. Cbmpensation Committee of the Board shall deternioveeach fiscal year,
the extent to which Executive's performance obyjestifor such fiscal year have been attained andrttent of the Annual
Incentive Bonus, if any, for such fiscal year. Sddexecutive voluntarily terminate his employmefieaDecember 31 of any
calendar year during the Term but prior to the dagbonus payments for such year are made bydhgény, Executive shall
remain eligible to receive his bonus payment toetktent earned when paid by the Company to allrdiRecutives.

3.3. _Equity Grant

3.3.1. _Option GrantOn the Effective Date, pursuant to a stock opigreement, Executive will be awarded ar
option to purchase Forty-Five Thousand (45,000)eshaf Avid Technology, Inc. common stock (the ‘t&t®ption™). The
exercise price will be the closing price of theckton the Effective Date.

() Ten Thousand (10,000) shares of the Stock @pfil vest on a time-based schedule, twelve
and one-half percent (12.5%) of which will vesttba first six-month anniversary of the Effectivet®a
and the remaining eighty-seven and one-half per@m5%) will vest monthly thereafter in forty-two
(42) equal increments ending on the fourth annaugref the Effective Date, as long as Executive is
employed by the Company on each such vesting date.

(i) Twenty Thousand (20,000) shares of the Stopkid» will vest on a performance-based
schedule, as follows, as long as Executive is eygpldoy the Company on each such vesting date:

€)) Ten Thousand (10,000) shares of the Stock @it vest at the end of the first
twenty (20) consecutive trading day period follogvthe Effective Date during which the
common stock of the Company, as quoted on NASDA®@Itocsuch other exchange as such
shares may be traded), trades (without regardetaltising price) at a price per share of at least
$50.84, as adjusted for stock splits and stoclddivis; and

(b) An additional Ten Thousand (10,000) share$iefStock Option will vest at the end of
the first twenty (20) consecutive trading day peériollowing the Effective Date during which t
common stock of the Company, as quoted on NASDA®I(osuch other exchange as such
shares may be traded), trades (without regardetaltising price) at a price per share of at least
$76.26, as adjusted for stock splits and stoclddivils.

(iii) Fifteen Thousand (15,000) shares of the StOgiion (the "ROE Option Shares") will vest in
accordance with the following table (as long asdtxige is employed by the Company on each such
vesting date), based upon improvement in the Cogip&eturn on Equity, or ROE (as defined below
calendar year periods, commencing with calendar 3@@8. Improvements for each calendar year shall
be measured against a baseline ROE for the 12-npenitbd ended September 30, 2007 ("Baseline").




ROE Percentage Point
Improvement in

Calendar Percentage of
Year Compared to ROE Option
Baseline Shares to Vest
14% 100%
12% 90%
10% 75%
8% 60%
6% 45%
4% 30%
2% 15%
0% 0%

ROE determinations for each period will be madeéhesyBoard of Directors, or a duly authorized
committee thereof, promptly following the date @@mpany files its annual report on Form 10-K with
the Securities and Exchange Commission for thabgemd will be based upon the Company's audited
financial statements for the applicable calendar yad the unaudited financial statements for the
Baseline period. The ROE Option Shares, if anyt, dn@anot vested as of the date that the Board snake
the final determination of ROE for the seventh odbr year (2014) shall be forfeited.

"Return on Equity" or "ROE" shall be determinedngsihe Company's non-GAAP net income as
published in an earnings release, adding the paovfser income taxes and subtracting the non-GAAP
related tax adjustments for the applicable perimdidividing by the average common stockholder gquit
during the same period.

Notwithstanding the foregoing, the ROE Option Skavél vest in full at the end of the first twent®0)
consecutive trading day period following the EffeetDate during which the common stock of the
Company, as quoted on NASDAQ (or on such otheraxgé as such shares may be traded), trades
(without regard to the closing price) at a price gieare of at least $101.68, as adjusted for stplits anc
stock dividends.

3.3.2. _RSU GrantEffective as of the Effective Date, pursuant testricted stock unit agreement, Executive
will be granted Five Thousand (5,000) restrictetistunits (the "Restricted Stock Unit Grant"), wehch unit representing the
right to receive one share of the Company's comstark, said restricted stock units to vest in eqaahty-five percent (25%)
increments on each of the first four (4) annivéesaof the Effective Date, as long as Executiveniployed by the Company on
each such vesting date.

3.4. _Benefits; Expense®uring the Term, the Company shall provide Exiweuand his dependents with medical
insurance and such other cash and noncash bepefilse same terms and conditions, as amendedtiimmrto time, as are
generally made available by the Company to itstfaie executive officers. Executive shall be eatltto four (4) weeks of paid
vacation per year. The Company shall pay, or remst&xecutive for, all business expenses incurydgiXecutive which are
related to the performance of Executive's dutiejest to timely submission by Executive of paymanteimbursement requests
and appropriate documentation, in accordance WwélQompany's reimbursement policies.

3.5. _Participation in Equity Incentive Plari3uring the Term, in addition to the Stock Optand Restricted Stock Unit
Grant, Executive shall be entitled to participat¢hie Company's stock incentive plans to the extedtin the manner determined
by the Board of Directors in its absolute discnetio




Article 4. Termination

4.1. _Termination Executive's employment hereunder shall termiopten the occurrence of any of the following eve
4.1.1. Immediately upon the Executive's death;

4.1.2. The termination of the Executive's empient by the Company for Disability (as defined bélao be
effective immediately upon delivery of notice thefre

4.1.3. The termination of Executive's employntgnthe Company for Cause (as defined below), teffextive
immediately upon delivery of notice thereof;

4.1.4. The termination of Executive's employmgnthe Company without Cause and not as a rekult o
Executive's death or Disability, to be effectivetih(30) days after the Company delivers writtenice thereof to the Executive;

4.1.5. The termination of Executive's employnm@nExecutive without Good Reason (as defined bglamwbe
effective thirty (30) days after Executive delivarstten notice thereof from Executive to the Comyaaor

4.1.6. The termination of Executive's employmanExecutive with Good Reason (as defined beltavipe
effective as set forth below.

4.2. For purposes of this Agreement, the foltaywlefinitions shall apply:

4.2.1. "Cause" shall mean (i) Executive's cargthfailure to perform (other than by reason otllea iliness or
other physical or mental incapacity) his duties eegponsibilities as assigned by the Chief Exeeulificer or Board in
accordance with Section 1.2 above, which is noedted after thirty (30) days' written notice fronetCompany (if such failure is
susceptible to cure), (ii) a breach by the Exeeutithis Agreement or any other material writtgne@ment between Executive
and the Company, which is not cured after ten @35 written notice from the Company (if such bres susceptible to cure),
(i) Executive's gross negligence or willful miswtuct, (iv) Executive's material violation of a maal Company policy (for
purposes of this clause, the Company's Code ofiBasiConduct and Ethics shall be deemed a maBammapany policy), which
not cured after ten (10) days' written notice frin® Company (if such violation is susceptible teegu(v) fraud, embezzlement or
other material dishonesty with respect to the Campévi) conviction of a crime constituting a felptwhich shall not include any
crime or offense related to traffic infractionsasra result of vicarious liability) or convictiohany other crime involving fraud,
dishonesty or moral turpitude or (vii) failing @fusing to cooperate, as reasonably requestedtingvby the Company, in any
internal or external investigation of any matteminich the Company has a material interest (firgrai otherwise) in the outcor
of the investigation.

4.2.2. "Change-in-Control of the Company" shalldeemed to have occurred only if any of the ¥alhg
events occur:

() The acquisition by an individual, entity or gim (within the meaning of Section 13(d)(3) or 14
(d)(2) of the Securities Exchange Act of 1934, meaded (the "Exchange Act")) (a "Person”) of
beneficial ownership (within the meaning of Ruleld8promulgated under the Exchange Act) of 30% or
more of either (a) the then outstanding shareswincon stock of the Company (the "Outstanding
Company Common Stock") or




(b) the combined voting power of the then outstagdioting securities of the Company entitled toevot
generally in the election of directors (the "Outsli;ig Company Voting Securities"); provided, howeve
that for purposes of this section, the followingaisitions shall not constitute a Change of Con(&)

any acquisition directly from the Company, (B) amguisition by the Company, (C) any acquisition by
any employee benefit plan (or related trust) spedsor maintained by the Company or any corporation
controlled by the Company, or (D) any acquisitiemguant to a transaction which satisfies the daiteet
forth in clauses (a) and (b) of Section 4.2.2(ow);

(i) Individuals who, as of the Effective Date, abitute the Board (the "Incumbent Board") cease
for any reason to constitute at least a majoritthefBoard; provided, however, that any individual
becoming a director subsequent to the EffectiveeDdtose election, or nomination for election by the
Company's shareholders, was approved by a voteledst a majority of the directors then compriging
Incumbent Board shall be considered as though isgiividual were a member of the Incumbent Board,
but excluding, for this purpose, any such individuhose initial assumption of office occurs as suleof
an actual or threatened election contest with &gpehe election or removal of directors or otaetual

or threatened solicitation of proxies or consentston behalf of a Person other than the Board; or

(iii) Consummation of a reorganization, merger angolidation or sale or other disposition of all
or substantially all of the operating assets ofGloepany (a "Business Combination"), in each case,
unless, following such Business Combination, (bdmasubstantially all of the individuals and eieti#t who
were the beneficial owners, respectively, of thes@unding Company Common Stock and Outstanding
Company Voting Securities immediately prior to sielsiness Combination beneficially own, directly or
indirectly, more than 40% of, respectively, thertloeitstanding shares of common stock (or othertgqui
interests, in the case of an entity other thanrparation), and the combined voting power of thenth
outstanding voting securities of the corporatiomther entity resulting from such Business Comiimat
(which as used in this section shall include, withiomitation, a corporation or other entity whiak a
result of such transaction owns all or substaytgll of the Company's assets either directly ooulgh

one or more subsidiaries) in substantially the sproportions as their ownership immediately pror t
such Business Combination of the Outstanding Copn@ammon Stock and Outstanding Company
Voting Securities, as the case may be, and (b)ensdf (excluding any corporation or other entity
resulting from such Business Combination or anyleyge benefit plan (or related trust) of the Comypan
or such corporation resulting from such Businessikination) beneficially owns, directly or indiregtl
30% or more of, respectively, the then outstangimgyes of common stock (or other equity interastde
case of an entity other than a corporation) ofcthroration or other entity resulting from such iBess
Combination, or the combined voting power of thentoutstanding voting securities of such corporatio
or other entity;

provided, however, that as used in Sections 241226, 4.3 and Article 5, a "Change@ontrol of the Company" shall be deer
to occur only if any of the foregoing events ocand such event that occurs is a "change in the ishigeor effective control of
a corporation, or a change in the ownership oftstsuntial portion of the assets of a corporatientiefined in Treasury Reg. §
1.409A-3(i)(5).

4.2.3. "Date of Termination" shall mean the d#tExecutive's "separation from service" with @@mpany, as
determined under Treasury Reg. § 1.409A-1(h).




4.2.4. "Disability" shall mean Executive's alrsefrom the full-time performance of his dutiestwithe
Company for more than one hundred and eighty (81893 during a three hundred and sixty-five (36%) pleriod as a result of
incapacity due to mental or physical iliness, assalt of which Executive is deemed "disabled" oy institution appointed by the
Company to administer its long-term disability p{an any successor plan).

4.2.5. "Good Reason" shall mean any materiadir®f this Agreement by the Company and/or theirwence
of any one or more of the following without Exeeats prior express written consent: (i) a matetiainution in Executive's
authority, duties or responsibility from those ffeet as of the Effective Date; (ii) a material dimtion in Executive's Base Salary
as in effect on the Effective Date or as may besased from time to time, other than a reductioitkvis part of an across-the
board proportionate reduction in the salaries lddextior executives of the Company imposed bectnies€ompany is experienci
financial hardship (provided such reduction ismote than twenty percent (20%) and does not coatioumore than twelve (12)
months); and (iii) a material change in Executiwdfice location (it being agreed that as of théeEfive Date such office location
shall be deemed to be Burlington, Massachusettsyiged, however, that a termination for Good Reasp Executive can occur
only if (a) Executive has given the Company a roti€the existence of a condition giving rise tao@®&eason within ninety (90)
days after the initial occurrence of the conditiiving rise to Good Reason and (b) the Companynbasured the condition
giving rise to Good Reason within thirty (30) dafter receipt of such notice. A termination for @d®eason shall occur thirty
(30) days after the end of such thirty (30) dayequeriod.

4.2.6. A "Potential Change-in-Control Periodakibhe deemed to exist (i) commencing upon the datehich
the Company shall have announced that it has ehitei® a merger, acquisition or similar agreemtrd,consummation of which
would result in the occurrence of a Change-in-Gurdf the Company and ending on the earlier otlf@)date on which the
transaction governed by such agreement has besnroomated or (b) the Company shall have announegdk thas terminated
such agreement, or (ii) commencing on the date lWohwany Person shall publicly announce an intentictake actions which if
consummated would constitute a Chang&amtrol of the Company and ending on the earlidapthe date on which such acti
have caused the consummation of a Change-in-Cafttbe Company or (b) such Person shall publialycaunce the termination
of its intentions to take such actions.

4.2.7. "Pro Ration Percentage" shall mean theuaitp expressed as a percentage, equal to the naindays in
the then current fiscal year through the Date afmieation, divided by three hundred and sixty-f(365).

4.2.8. "Termination Bonus Amount" shall meandheater of (i) Executive's highest Annual InceatBonus
earned in the two most recent full fiscal yearspding the Date of Termination, or (i) One Hundpedcent (100%) of
Executive's Base Salary in effect as of the DafBepfination.

4.3. Adjustments Upon Termination

4.3.1. _Death or Disabilitylf during the Term, Executive's employment whie Company terminates pursuant
to Section 4.1.1 or Section 4.1.2, subject to $acti5, the Company shall pay to Executive or Etiees heirs, successors or
legal representatives, as the case may be, ExetsuBase Salary in effect as of the date Execatarmployment with the
Company terminates (less, in the case of a termimat employment as a result of Disability, thecamt of any payments made
the Executive under any long-term disability pldnhe Company). Such payments shall be made oeet2khmonth period that
commences on the Date of Termination; providedifitatmination of employment due to death or Dilgboccurs within twelve
(12) months after a Change-in-Control of the Congpéme total of such payments shall be made imgplaum within thirty (30)
days following the Date of Termination. Notwithstiimg any provision to the contrary in any Compatogls plan, or under the
terms of any grant, award agreement or form for@sig any right under any
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such plan (including, without limitation, the agments evidencing the Stock Option and the Restriteck Unit Grant), any
stock options, restricted stock awards, restristedk unit awards, stock appreciation rights oeo#quity participation rights he
by Executive as of the date of death or Disabghgll become exercisable or vested, as the casdeyayith respect to all time-
based awards as to an additional number of shgted ® the number that would have been exercisablested as of the end of
the twelve (12) month period immediately followitige Date of Termination, but all performance-bagesting awards that have
not vested as of such Date of Termination shafbbeited as of such date.

4.3.2. _With Cause or Without Good ReastfrExecutive's employment with the Company terabés pursuant
to Section 4.1.3 or Section 4.1.5, (i) all paymertd benefits provided to Executive under this &grent shall cease as of the
Date of Termination, except that Executive shalebgtled to any amounts earned, accrued or owirignbt yet paid under Secti
3.1 and any benefits due in accordance with thredaf any applicable benefit plans and progranth@fCompany and (ii) all
vesting of all stock options, restricted stock adgarestricted stock unit awards, stock appreciaights or other equity
participation rights then held by the Executivellinamediately cease as of the date Executive'si@ynment with the Company
terminates.

4.3.3. Without Cause or with Good Reason Otwan during a Potential ChanageControl Period or After a
Changein-Control of the Gmpany. If Executive's employment with the Comptemyninates pursuant to Section 4.1.4 or Sectio
4.1.6, other than during a Potential Change-in-@bipieriod or within twelve (12) months after a @pgea in-Control of the
Company, subject to Section 4.5:

(i) unless otherwise required by law to be pmdh different date, within thirty (30) days follmg the
Date of Termination, the Company shall pay Exeeuiiva lump sum in cash the sum of (a) any accrue
but unpaid Base Salary through the Date of Ternangilus (b) the Annual Incentive Bonus for theét
year preceding the fiscal year in which the Dat@arimination occurs, if earned and unpaid, plus(g)
accrued but unused vacation pay;

(i) the Company shall pay Executive, as seveggay, his Base Salary in effect as of the Date of
Termination in accordance with Section 3.1 for wee|12) months after the Date of Termination; finst
installment will be paid in accordance with the G@my's usual payroll practices beginning in therglhy
period first beginning after the date the reledsdaims described in Section 4.5 becomes effective
provided however, if the sixty (60) day deadlinsatéed in Section 4.5 crosses into a subsequent ta
year, no payment will be made before the first hess day of the subsequent tax year;

(i) the Company shall pay Executive the Annunalentive Bonus for the year in which the Date of
Termination occurred, in the amount of ExecutiVesget Bonus multiplied by the applicable actuahpl
payout factor and pro rated by the number of moBttecutive was employed by the Company during
year of the Date of Termination; provided, howeteat any individual performance component of such
payout factor shall be determined by the Compems&iommittee of the Board of Directors as it deems
appropriate under the circumstances in its solereli®n; and provided further, that such Annuaklmtive
Bonus will be paid only if the Company pays bonuse&saccount of the year in which the Date of
Termination occurred, to executives who remain eygd with the Company and will be paid in a lump
sum on or about the date on which the Company Ipaysses to executives who remain employed with
the Company but, if at all, no later than Decen8ieof the year following the year in which the Dafe
Termination occurred,;




(iv) if Executive is eligible to receive and elig to continue receiving any group medical andalen
insurance coverage under COBRA, the Company stiatburse the monthly COBRA premium in an
amount equal to the portion of such premium thatGbmpany pays on behalf of active and similarly
situated employees receiving the same type of egesuntil the earlier of (a) the end of the tweli/2)
month period following the Date of Termination bj the date on which Executive becomes eligible to
receive group medical and dental insurance berfedits another employer that are substantially
equivalent to those provided by the Company ab@Diate of Termination (Executive agrees to ndtify
Company in writing promptly upon becoming eligilidereceive such group medical and dental insuranc
from another employer);

(v) the Company shall provide Executive, at@mnmpany's sole cost, with executive outplacement
assistance in accordance with the Company's¢henent executive outplacement program, providedl
no outplacement benefits shall be provided afteretid of the second calendar year following the
calendar year in which the Date of Termination esgu

(vi) notwithstanding any provision to the comyrén any Company stock plan, or under the termany
grant, award agreement or form for exercising agiytrunder any such plan (including, without
limitation, the agreements evidencing the Stockidppand the Restricted Stock Unit Grant), any stock
options, restricted stock awards, restricted stogkawards, stock appreciation rights or otheritgqu
participation rights held by Executive as of thddaf Termination become exercisable or vestethas
case may be, with respect to all time-based vestivayds as to an additional number of shares aqual
the number that would have been exercisable oedest of the end of the twelve (12) month period
immediately following the Date of Termination, lalk performance-based vesting awards that have nc
vested as of the Date of Termination shall be ferfieas of such date except that if the Date of
Termination takes place after December 31 of ancaeyear during the Term but prior to the
computation of ROE with respect to such calendar,y& determination will be made as to the addition
number of shares, if any, to be vested as a resalich ROE computation, prior to the forfeiturelod
remaining unvested shares; and

(vii) Executive shall be entitled to exercisg/@uch options or other awards or equity partiograt
rights until 12 months after the Date of Terminatibut all performance-based vesting awards that ha
not, as of such date, vested shall be forfeiteaf asich date. No either payments or benefits sleatiue
under this Agreement to Executive, but Executivaldie entitled to any benefits accrued or earned i
accordance with the terms of any applicable bepédits and programs of the Company.

4.3.4. _Without Cause or with Good Reason Adtéthangean-Control of the Companylf, within twelve (12)
months after a Change-in-Control of the Compangditive shall terminate Executive's employment gamsto Section 4.1.6 or
the Company shall terminate Executive's employrparduant to Section 4.1.4, then in any such egeihject to Section 4.5:

(i) unless otherwise required by law to be paida different date, the Company shall pay Exeeutre
following amounts as severance pay (without re¢attie provisions of any benefit plan) in a lumpsu
in cash within ten (10) business days after theais of claims described in Section 4.5 becomes
effective, provided however, if the sixty (60) ddgadline described in Section 4.5 crosses into a
subsequent tax year, no payment will be made bdfieréirst business day of the subsequent tax year:
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4.3.5.

(@)  the sum of (A) Executive's accrued but un@de Salary through the Date of Termination, plus
(B) the Annual Incentive Bonus for the fiscal ypagceding the fiscal year in which the Dale of
Termination occurs, if earned and unpaid, plustb@)product of (1) Executive's Termination
Bonus Amount, and (2) the Pro Ration Percentages, (b)) any accrued but unused vacation pay
and

(b)  the amount equal to one and a half (1.5) tithessum of (A) Executive's Base Salary in effect a
of the Date of Termination, plus (B) Executive'smation Bonus Amount.

(i) if Executive is eligible to receive and ets to continue receiving any group medical andalen
insurance coverage under COBRA, the Company stiatburse the monthly COBRA premium (on a
fully grossed up basis, if such reimbursementxatiée to Executive) in an amount equal to the paortf
such premium that the Company pays on behalf ofeaand similarly situated employees receiving the
same type of coverage until the earlier of (a)ehe of the eighteen (18) month period following Bege
of Termination or (b) the dale on which Executivztmes eligible to receive group medical and dental
insurance benefits from another employer that abstantially equivalent (including, without limitam,
equivalent as to benefits, premiums angag-amounts) to those provided by the Company #sedDat:
of Termination (Executive agrees to notify the Campin writing promptly upon becoming eligible to
receive such group medical and dental insuranee fnoother employer);

(i) notwithstanding anything to the contrarythe applicable stock option or restricted stoweit u
agreement (including, without limitation, the agremts evidencing the Stock Option and the Restficte
Stock Unit Grant), the exercisability of all outsting stock options, restricted stock awards, ictett
stock unit awards, stock appreciation rights ameiogquity participation rights (including the righ
receive restricted stock pursuant to the RestriStedk Unit Grant or other instrument) then held by
Executive with respect lo the common stock of tlenPany (or securities exchanged for such commor
stock in connection with the Change-in-Controllte Company) shall accelerate in full and Executive
shall be entitled to exercise any such optiongteercawards or equity appreciation rights untihéggn
(18) months after the Date of Termination; and

(iv) the Company shall provide Executive, at@wnpany's sole cost, with executive outplacement
assistance in accordance with the Company's theertiexecutive outplacement program, provided th:
no outplacement benefits shall be provided afteretid of the second calendar year following the
calendar year in which the Date of Termination escu

Without Cause or with Good Reason DuaiRptential Changi& Conlrol Period If, during the

existence of a Potential Change-in-Control Peribacutive shall terminate Executive's employmemspant to Section 4. 1.6 or
the Company shall terminate Executive's employmanguant to Section 4. 1.4, then in any such egehiject to Section 4.5,
Executive shall receive the payments, benefitsrainds set forth in Sections 4.3.4, except thatampunts payable pursuant to
Section 4.3.4(i)(b) shall be paid over the eightéeéd) month period in installments. The first inlsteent will be paid in accordan
with the Company's usual payroll practices begigiiinthe payroll period first beginning after thatel the release of claims
described in Section 4.5 becomes effective, pravitmvever, if the sixty (60) day deadline descrilve8ection 4.5 crosses into a
subsequent tax year, no payment will be made béifieréirst business day of the subsequent tax yitue
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Change-in-Control related to the Potential Chamg€eantrol is consummated before the installmentsamspleted, any remainil
installments shall be paid in a single lump sunhimiten (10) days following such consummation, parg to Treas. Reg. Section
1.409A-3V).

4.4. Section 409A

4.4.1. Payments to Executive under this Artickhall be bifurcated into two portions, consistiriga portion
that does not constitute "nonqualified deferred pensation" within the meaning of Section 409A & @ode and a portion that
does constitute nonqualified deferred compensaBagments hereunder shall first be made from tingopo if any, that does not
consist of nonqualified deferred compensation unisl exhausted and then shall be made from thigopathat does constitute
nonqualified deferred compensation. However, ifdttive is a "specified employee" as defined in Bact09A(a)(2)(B)(i) of the
Code, to the extent required by Section 409A ofCGbde, the commencement of the delivery of any gagiments that constitute
nonqualified deferred compensation will be delaigethe date that is six (6) months and one (1)aftgr Executive's Date of
Termination (the "Earliest Payment Date"). Any payits that are delayed pursuant to the precedirtgrsamshall be paid on the
Earliest Payment Date. The determination of whethea the extent to which, any of the paymentsstanade to Executive
hereunder are nonqualified deferred compensatialh Isé made after the application of all applicadstelusions under Treasury
Reg. 8§ 1.409AL(b)(9). Any payments that are intended to qudbfythe exclusion for separation pay due to invtduy separatio
from service set forth in Treasury Reg. 8§ 1.409B}®)(iii) must be paid no later than the last d&yhe second taxable year of
Executive following the taxable year of Executimenhich the Date of Termination occurs.

4.4.2. The parties acknowledge and agree tleanthrpretation of Section 409A of the Code asdjiplication
to the terms of this Agreement are uncertain ang lmeasubject to change as additional guidance r@edpiretations become
available. Anything to the contrary herein notwitingling, all benefits or payments provided by tloenBany to Executive that
would be deemed to constitute "nonqualified defboempensation” within the meaning of Section 4@®£he Code are intended
to comply with Section 409A of the Code. If, howeweny such benefit or payment is deemed to notpdpmith Section 409A of
the Code, the Company and Executive agree to réiaegy good faith any such benefit or paymentl(iding, without limitation
as to the timing of any severance payments paysdkof) so
that either (i) Section 409A of the Code will npipdy or (ii) compliance with Section 409A of the d@@will be achieved; provide
however, that any deferral of payments or otheebenshall be only for such time period as maydzpiired to comply with
Section 409A; and provided, furthénat payments or other benefits that occur aswdtrekthe application of this section shall
themselves comply with Section 409A of the Code.

4.5. _General Releasén order to be eligible to receive any of theasalor benefits under Sections 4.3.1, 4.3.3, 68.4
4.3.5 hereof, Executive (or his personal represeetaf applicable) shall be required to executd deliver to the Company and
allow to become effective and unrevoked, withirtys(60) days after the Date of Termination or ssbkbrter period as the
Company then provides, a general release of clagasst the Company, excluding any claims concgrtiie Company's
obligations under this Agreement in a form provitbgchnd reasonably satisfactory to the Company kvsin@ll contain a release
of claims by Executive substantially in the forrtaahed hereto as Exhibit Aand shall be required to sign by the releaselihead
specified above such other agreements as exe@autiptoyees of the Company are generally requiresibtoif Executive shall not
have already done so, provided, however, that etieér agreements do not cause any changes todtsipns herein or in any
restricted stock, restricted stock unit, stockapir similar compensatory or benefit agreemenvéen the Executive and the
Company. The Company shall have no other liabditgbligation under this Agreement to Executivaisagitors, legal
representatives, administrators, heirs or assigasyother person claiming under or through Exgeut
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Article 5. NonCompetition and Nosbolicitation

5.1. _NorCompetition and Noibolicitation. Executive acknowledges the highly competitivaureabf the businesses
the Company and accordingly agrees that while Brexis employed by the Company and for a periotheflonger of (i) one
year after the Date of Termination, in the casa td@rmination other than within 12 months afterra@«in Control of the
Company, and (ii) 18 months after the Date of Taation in the case of a termination within 12 mardlffter a Change-i@Gontrol
of the Company:

5.1.1. Executive will not perform services foroavn an interest in (except for investments ofmote than five
percent (5%) of the equity interest in a compangraity in which Executive does not actively papate in management) any
firm, person or other entity that competes or plansompete in any geographic area with the Compalitye business of the
development, manufacture, promotion, distributiosae of digital film, video or audio productiamots, including, but not limite
to, editing, live sound, broadcast or newsroom petglor automation systems, content-creation tooéslia storage, computer
graphics or on-air graphics, or other busines®orices in which the Company is engaged or plapgyalenced by consideration
by the Company's executive staff or by the Boavdrigage at the time Executive's employment wighGbmpany terminates.

5.1.2. Executive will not directly or indirectssist others in engaging in any of the activitiewhich Executivi
is prohibited to engage by Section 5. 1.1.

5.1.3. Executive will not directly or indirectbither alone or in association with others (ija@bbr employ, or
permit any organization directly or indirectly covited by Executive to solicit or employ, any perssho was employed by the
Company at any time within one year prior to sualicgation or employment, or (ii) solicit, hire @ngage as an independent
contractor, or permit any organization directhiradirectly controlled by Executive to solicit, hiog engage as an independent
contractor, any person who was employed by the @ompt any time within one year prior to such stton, hiring or
engagement or (iii) solicit, or permit any orgaiaa directly or indirectly controlled by Executivi® solicit any person who is an
employee of the Company to leave the employ ofXbmpany.

5.1.4. Executive will not directly or indirectither alone or in association with others sqlwitpermit any
organization directly or indirectly controlled byxé&cutive to solicit, any current or future custoraesupplier of the Company to
cease doing business in whole or in part with toen@any or otherwise adversely modify his, her ®biisiness relationship with
the Company.

5.2. _Reasonableness of Restrictiohiss expressly understood and agreed that
() although Executive and the Company considerdiséictions contained in this Article 5 to beseaable, if a final judicial
determination is made by a court of competentgictson that the time or territory or any othertregion contained in this Article
5 is unenforceable, such restriction shall notdrelered void but shall be deemed to be enforcéalsiech maximum extent as
such court may determine or indicate to be enfdreeand (i) if any restriction contained in thig#@ement is determined to be
unenforceable and such restriction cannot be antesmlas to make it enforceable, such finding st@lbffect the enforceability
of any other restrictions contained herein.

5.3. _Remedies for Breaclxecutive acknowledges and agrees that the Coytgp@medies at law for a breach or
threatened breach of any of the provisions of Alnicle 5 would be inadequate and, in recognitibthis fact, Executive agrees
that, in the event of such a breach or threatenegch, in addition to any remedies at law, the Caimgpwithout posting any bon
shall be entitled to obtain equitable relief in foem of specific performance, temporary restragnimders, temporary or perman
injunctions or any other equitable remedy which ren be available. In addition, in the event bfeach of Article 5 which is
not remedied after ten (10) days' written noticerfithe Company (if such breach is susceptible te)cwhether or not Executive
is
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employed by the Company, the Company shall cealsave any obligations to make payments to Executiner this Agreement
(except for payments, if any, earned prior to dueach).

Article 6. Assignment of Inventions and N@isclosure

6.1. _Proprietary Information

6.1.1. Executive agrees that all information kndw-how, whether or not in writing, of a privasgcret or
confidential nature concerning (i) the Company&spnt or future business or financial affairs,tfig research and developmen
investigation activities of the Company, or (ilietbusiness relations and affairs of any cliergtamer or vendor of the Company,
of which such information is not generally knowrthe public, industry or trade, and which the Comypakes reasonable step:
safeguard and protect from disclosure (collectivéyoprietary Information”) is and shall be thekeisive property of the
Company. By way of illustration, but not limitatioRroprietary Information includes trade secretgentions, products, processes
methods, techniques, formulas, compositions, comg®uprojects, developments, plans, research clatizal data, financial dat
personnel data of other employees, computer prageard customer and supplier lists. Executive stwlhat any time, either
during or after employment with the Company, diselany Proprietary Information to others outside@ompany except as
required in the performance of his duties for tlenPpany (and under an appropriate confidentialitgament), or as required by
law, or use the same for any unauthorized purpegbsut prior written approval by the Company uslesd until such
Proprietary Information has become public knowledgtaout fault by Executive.

6.1.2. Executive agrees that all files, lettexemoranda, reports, records, data, sketches, miyawaboratory
notebooks, program listings, or other written, plgoaphic, or other tangible material containingdPietary Information, whether
created by Executive or others, which shall come s custody or possession, shall be and arextiesive property of the
Company to be used by Executive only in the peréoroe of his duties for the Company. All such resadcopies thereof and .
tangible property of the Company in Executive'satyg or possession shall be delivered to the Compgron the earlier of (i) a
request by the Company or (ii) termination of Exe@is employment. After such delivery, Executitalé not retain any such
records or copies thereof or any such tangible gitgp

6.1.3. Executive agrees that his obligationtaatisclose or to use information, know-how anadbrds of the
types set forth in paragraphs 6.1.1 and 6.1.2 glamathis obligation to return records and tangiotgperty, set forth in paragraph
6.1.2 above, also extend to such types of infomnattnow-how, records and tangible property ofntbeand customers of the
Company or vendors and suppliers to the Compaighar third parties who may have disclosed or etdidithe same to the
Company or to Executive in the course of the Comjjsausiness.

6.2. _Innovations

6.2.1. As used herein, the term "Innovation(sgans any new or useful art, discovery, improvement
developments or inventions whether or not pateatabid all related know-how, designs, maskworksi@marks, formulae,
processes, manufacturing techniques, trade seess, artwork, software or other copyrightablatentable works, including
all rights to obtain, register, perfect and enfdieese proprietary interests. Executive shall nfekend prompt disclosure to the
Company of all Innovations whether patentable dr which are created, made, conceived or reducedatttice by Executive or
under Executive's direction or jointly with othehgring his employment by the Company, whether @dooing normal working
hours or on the premises of the Company.

6.2.2. Executive agrees to assign and does ygrant and assign to the Company (or any persemiity
designated by the Company) all of Executive's rigtié and interest in and to all Innovations and
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all related patents, patent applications, copysigind copyright applications, which Executive malgly or jointly conceive,
develop or reduce to practice during the perioEbafcutive's employment with the Company. This piaaply 6.2.2 shall not apply
to Innovations that do not relate to the presemi@nned business or research and developmeng @ampany and which are
made and conceived by Executive not during norntekimg hours, not on the Company's premises andising the Company's
tools, devices, equipment or Proprietary Informatixecutive acknowledges that, to the extentAlgieement is construed in
accordance with the laws of any state which prexduairequirement in an employee agreement to assitain classes of
inventions made by an employee, this paragrap 6Hall be interpreted not to apply to any invemtivat a court rules and/or the
Company agrees falls within such classes.

6.2.3. Executive agrees to cooperate fully whh Company, both during and after his employmetit thie
Company, with respect to the procurement, maintemand enforcement of all intellectual propertntgg including but not
limited to copyrights and patents (both in the W&d foreign countries), relating to Innovationseé&utive agrees to sign all
papers, including, without limitation, copyright@igations, patent applications, declarations, ®akbrmal assignment of priority
rights, and powers of attorney, which the Compay nleem necessary or desirable in order to prigegghts, and interests in
any Innovations assigned by Executive to the Compamnsuant to paragraph 6.2.2 above or otherwise.

6.2.4. Prior to the Effective Date, Executivalsdeliver to Company, and Company shall acknogtececeipt
signed by an officer of the Company (a copy of \utgball be returned to Executive) a list descritdlignventions, original work
of authorship, developments, improvements and tsadects that were made by Executive prior to fifecEve Date (collectively
referred to as "Prior Inventions"), which belondggxecutive, and which are not assigned to the Comnpareunder. If no such list
is delivered prior to the Effective Date, Executiepresents that there are no such Prior Inventlbimsthe course of his
employment with the Company, Executive incorporatesa Company product, process or machine a Rri@ntion owned by
Executive or in which Executive has an interest, ompany is hereby granted and shall have a nlusaxe, royalty-free,
irrevocable, perpetual, worldwide license to mdiee made, modify, use and sell such Prior Invarda®part of or in connection
with such product, process or machine.

6.3. _Other Agreementsxecutive hereby represents that, except asidibelosed in writing to the Company, he is
not bound by the terms of any agreement with aryipus employer or other party to refrain from ceipg, directly or
indirectly, with the business of such previous ewipl or any other party. Executive representshisperformance of all the
terms of this Agreement and as an employee of tmepgainy does not and will not breach any agreenogkeep in confidence
proprietary information, knowledge or data acquipgdExecutive in confidence or in trust prior t@ kimployment with the
Company, and Executive shall not disclose to the@my or induce the Company to use any confideotigloprietary
information or material belonging to any previousptoyer or others.

6.4. _United States Government ObligatioEsecutive acknowledges that the Company from tortéme may have
agreements with other persons or with the UnitedeStgovernment, or agencies thereof, which impbBgations or restrictions
on the Company regarding inventions made duringtheese of work under such agreements or regattmgonfidential nature
of such work. Executive agrees to be bound byuahbligations and restrictions that are made kntmhim and to take all
action necessary to discharge the obligationseofthmpany under such agreements.

Avrticle 7. Miscellaneous

7.1. _Indemnification Executive shall be entitled to indemnificationsas forth in Article Eleventh of the Company's
Certificate of Incorporation, a copy of which haseh provided to Executive. A directors' and officéability insurance policy (c
policies) shall be kept in place, during the Telfrithis Agreement and thereafter until at leastftheth anniversary of the date the
Agreement is terminated for any reason, providing
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coverage to Executive that is no less favorabldroin any respect (including, without limitatiomijth respect to scope,

exclusions, amounts and deductibles) than the ageethen being provided to any other present ondowofficer or director of the
Company.

7.2. _No Mitigation The Company agrees that, except as specificatlfjosth in Section 4.3.3(iv) and Section 4.3.4(ii)
regarding COBRA premium reimbursement, (i) if Exacels employment is terminated during the ternthaf agreement,
Executive is not required to seek other employroend attempt in any way to reduce any amountsipaya Executive by the
Company and (ii) the amount of any payment providetunder shall not be reduced by any compensadiored by Executive.

7.3. _Obligation of Successor8ny successor to substantially all of the Comgmagsets and business, whether by
merger, consolidation, purchase of assets or otbeywhall succeed to the rights and obligationth®Company hereunder. As
used in this Agreement, "Company" shall mean the@my as defined above and any successor to stibByaall of its assets
and business or which otherwise becomes bound ltyealerms and provisions of this Agreement byrafien of law.

7.4 _Notice All notices required or permitted hereunder shalin writing and deemed effectively given (i) whe
delivered in person, (i) on the third business d#gr mailing by registered or certified mail, fagge prepaid, (iii) on the next
business day after delivery to an air courier fextrday delivery, paid by the sender, or (iv) wisent by telecopy or facsimile
transmission during normal business hours (9:00 &./5:00 p.m.) where the recipient is locatedif(sent after such hours, as of
commencement of the next business day), followekimtwenty-four (24) hours by notification purstiam any of the foregoing
methods of delivery, in all cases addressed totther party hereto as follows:

(a) If to the Company

Avid Technology, Inc.

75 Network Drive
Burlington, MA 01803
Attention: General Counsel
Facsimile: (978) 548-4639

(b) If to Executive, at the latest address on the persiorecords of the Compe
or at such other address or addresses as eittigrspatl designate to the other in accordance thighsection.

7.5. _Survival The respective rights and obligations of theipaminder this Agreement shall survive any ternmmnabf
Executive's employment to the extent necessafyetintended preservation of such rights and olitigat Notwithstanding the
termination of this Agreement or Executive's sergibereunder for any reason, Article 5 shall serainy such termination.

7.6. _Complete Agreement: Amendmerni$is Agreement constitutes the entire agreemetwden the parties with
respect to the subject matter hereof and superseyesnd all prior agreements between the partigssrespect to the subject
matter hereof, including but not limited to thedPrAgreement, but excluding (i) any agreement ewténto prior to the date of tl
Agreement between Executive and the Company regl&tithe issuance of common stock of the Compadyi§rany employee
nondisclosure and invention assignment agreemeatezhinto between Executive and the Company. Abisement may not be
modified or amended except upon written amendmgmtoved by the Compensation Committee of the Baard,executed by a
duly authorized officer of the Company and by Exe®u No waiver by either party hereto at any tioi@ny breach by the other
party hereto of, or compliance with, any condit@rprovision of this Agreement to be performed bgtsother party shall be
deemed a waiver of similar or dissimilar provisi@mgonditions at the same or at
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any time prior or subsequent time. Notwithstandhgforegoing, the Company may unilaterally modify\amend this Agreement
if such modification or amendment is approved iy @ompensation Committee of the Board and madk athar executive
employment agreements entered into between the @oyrgnd its then-current executive officers.

7.7. _Applicable Law This Agreement shall be interpreted in accordantethe Jaws of the Commonwealth of
Massachusetts (without reference to the conflittawes provisions thereof) and the parties heralipnst to the jurisdiction of the
courts of that state.

7.8. _Waiver of Jury TrialExecutive hereby irrevocably waives any righatmial by jury in any action, suit, or other
legal proceeding arising under or relating to argvision of this Agreement.

7.9. _Severability If any non-material provision of this Agreenishall be held
invalid or unenforceable, it shall be deemed talbketed or qualified so as to be enforceable adtal the maximur
extent permitted by Jaw, and the remaining promsighall continue in full force and effect.

7.10. _Binding Effect This Agreement shall inure to the benefit of Aecbinding upon the parties hereto and their
respective heirs, executors, administrators, legf@esentatives, successors, assigns and perspnegentatives, except that the
duties, responsibilities and rights of Executivelemthis Agreement are of a personal nature arltrsbtebe assignable or
delegatable in whole or in part by Executive, ext¢efthe extent that the rights of Executive hedmrmmay be enforceable by his
heirs, executors, administrators or legal repregimets. If Executive should die while any amountaild still be payable to
Executive hereunder if Executive had continuedvi®, lall such amounts, unless otherwise providediheshall be paid in
accordance with the terms of this Agreement to kttee's devisee, legatee or other designee dreretbe no such designee, to
Executive's estate.

7.11. _CaptionsCaptions of sections have been added only foverdience and shall not be deemed to be a parisof tf
Agreement.

7.12. _Withholding The Company may withhold from any amounts payahtger this Agreement such federal, state,
local or foreign taxes as shall be required to ikheld pursuant to any applicable law or regutatio

7.13. _CounterpartsThis Agreement may be executed in one or morategparts, each of which shall be deemed to t
an original but all of which together will constiéuone in the same instrument.

7.14. _NorDisparagementExecutive will not disparage the Company or ahygsodirectors, officers, agents or
employees or otherwise take any action which coeddonably be expected to adversely affect thetagpn of the Company or
the personal or professional reputation of anjhef€ompany's directors, officers, agents or empggyiothing in this paragraph
will prevent Executive from disclosing any inforriwat to his attorneys or in response to a lawfulpgdma or court order requiril
disclosure of information.

7.15. _Further AssuranceEach party agrees to furnish and execute additfonms and documents, and to take such
further action, as shall be reasonable and custlymmeguired in connection with the performancdtos Agreement or the
payment of benefits hereunder. In addition, follegvthe termination of Executive's employment with Company, Executive
shall reasonably cooperate with the Company taeffesmooth transition with respect to any actgitExecutive engaged in on
behalf of the Company, at the Company's behestptratwise in the conduct of Executive's activisssan employee of the
Company, including, without limitation, providingg Company with (or directing the Company to theatmn of) business
records and other information relating to the Conyfmbusiness.
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IN WITNESS WHEREOF, the undersigned have duly etextand delivered this Executive Employment Agrestnas of the da
first above written.

Avid Technology, Inc.

By: /s/ Ken Sexton
Name: Ken Sexton
Title: EVP, CFO & CAO

/sl Glover Lawrence
Glover Lawrence
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Exhibit A

Release provision pursuant to Section 4.5 of the Egutive Employment Agreement

In consideration of the payment of the severancefits, which the Executive acknowledges he woualdatherwise be entitled to
receive, the Executive hereby fully, forever, imeably and unconditionally releases, remises aschdrges the Company, its
officers, directors, stockholders, corporate affés, subsidiaries, parent companies, agents apldyses (each in their individual
and corporate capacities, and collectively refetoelgereinafter as the "Released Parties") fromaartiyall claims, charges,
complaints, demands, actions, causes of actiots, sights, debts, sums of money, costs, accotgtkpnings, covenants,
contracts, agreements, promises, doings, omissilamages, executions, obligations, liddylj penalties and expenses
(including attorneys' fees and costs), of everylkand nature that the Executive ever had or novabamst any or all of the
Released Parties, whether existing or contingemwk or unknown, including but not limited to: azyd all claims arising out of
or relating to Executive's employment with andfparation from any of the Released Parties omarisut of your relation in any
capacity to any of the Released Parties; any drudaéins under any Federal, state, or local camtiit, law, or regulation; any a
all wage and hour claims and claims for discrimogtharassment, or retaliation (including claimhage discrimination under the
Age Discrimination in Employment Act, 29 U.S.C. 862 seq. or any other law prohibiting age disanation); any and all
common law claims including, but not limited totians in defamation, intentional infliction of enmmal distress,
misrepresentation, fraud, wrongful discharge, are@dh of contract; and any and all claims to anyvested ownership interest
the Company, contractual or otherwise. This relémggended to be all encompassing and to actfal$ @and total release of all
claims, whether specifically enumerated above ¢rthat Executive may have or have had againsbaayl of the Released
Parties up to the date Executive signs this Agre¢énheit nothing in this Agreement prevents Exeaufiom filing a charge with,
cooperating with, or participating in any proceegdirefore the Equal Employment Opportunity Commissina state fair
employment practices agency (except that Execaitk@owledges that he may not be able to recovemametary benefits in
connection with any such claim, charge or procegdimd provided further, however, that nothing heigintended to be
construed as releasing the Company from any omigaet forth in this Agreement.

[INCLUDE IF EXECUTIVE IS 40 YEARS OF AGE OR OLDER]

The Executive acknowledges that he has been giveast twentyene (21) days to consider this Agreement and tieaCompan
advised him to consult with any attorney of his asta@osing prior to signing this Agreement. The Ex®e further acknowledg
that he may revoke this Agreement for a periodevkes (7) days after the execution of this Agreemamd the Agreement st
not be effective or enforceable until the expinataf this seven (7) day revocation period. The Ekge understands and agr
that by entering into this Agreement he is waivanty and all rights or claims he might have under Alge Discrimination i
Employment Act, as amended by the Older WorkerseBeRrotection Act, and that he has received awrsition beyond that
which he was previously entitled.
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EXHIBIT 10.40

SUMMARY OF AVID TECHNOLOGY, INC.’S
2013 ANNUAL INCENTIVE PROGRAM

On October 28, 2013, the Compensation Commttex="Committee”) of the Board of Directors of Avitechnology, Inc. (the
“Company”) adopted a 2013 Annual Incentive Prog(tm “2013 Program”).

All of the Companys executive officers and certain other officersglested by the Committee are eligible to participatthe Prograr

The Committee administers and has final authanit all matters relating to the 2013 Program dhdexisions under the 2014 Program
with respect to the Company’s executive officans|uding payouts, are subject to prior approvath®yCommittee and are made in the
Committee's sole discretion.

Incentive amounts, if any, will be determined graid by March 15, 2014. In order to receive amemive payout, if any, under the 2013
Program, a participant must be employed by the Gmyas of the day incentive amounts are paid uigsswise provided in such
participant’'s employment agreement, offer letteothrer agreement.

The Committee approved three metrics for purpagaletermining performance goals and payoutsmuh@e2013 Program, each measure
separately and weighted as follows:
o Cost-related strategic initiatives (60% of paydatused on achieving pro forma cost savings thihagavings in indirect
procurement, product profitability/cost refinemantd service profitability;
o Completion of ten non-cost-related strategidatiites (20% of payout), with each initiative assbsindependently, with a
weighting of 12.5% each; and
o Bookings (20% of payou

Payouts under the 2013 Program are contingetiteonompany achieving a free cash flow threshat free cash flow defined as
operating cash flow (excluding restructuring, mamagnt change and certain one-time charges).

Each participant’s target incentive opportunitysggd on a percentage of base salary paiD13) is the same target opportunity as set"
in the participant's employment agreement or déter.

Each of the performance objectives has a thresteaniget and maximum level of payment opportunitgob) achievement of the thresho
participant is eligible to receive 50% of the paontiof his or her target bonus relating to that meWpon the achievement of the targets,
each participant is eligible to receive 100% of ploetion of his or her target bonus relating ta tinetric, up to a maximum of 125% for
achievement in excess of the target results. Rethdt fall between the threshold and maximum aié put on a linear basis between 50%
and 125% of the portion of a participant’s targetls relating to each metric.

For executive officers whose employment agreasprovide for maximum payouts of in excess of 125%heir respective base payouts
in excess of the maximum of 125% under the 201§Mm@ro also require that the Committee assess tidiidual performance.



SUBSIDIARIES OF THE REGISTRANT AS OF DECEMBER 31, 2013

AVID SYSTEMS, INC. (California)
AVID CV LLC (Delaware)
AVID TECHNOLOGY WORLDWIDE, INC. (Delaware)
AVID AUDIO LLC (Delaware)
AVID TECHNOLOGY (AUSTRALIA) PTY LTD (Australia)
AVID TECHNOLOGY CANADA CORP. (Canada)
AVID TECHNOLOGY (BEWJING) CO., LTD (China)
AVID TECHNOLOGY EUROPE LIMITED (England)
EUPHONIX EUROPE LIMITED (England)
AVID TECHNOLOGY S.A.R.L. (France)
AVID TECHNOLOGY GmbH (Germany)
AVID TECHNOLOGY HOLDING GmbH (Germany)
AVID DEVELOPMENT GmbH (Germany)
BLUE ORDER TECHNOLOGIES GmbH (Germany)
AVID NORTH ASIA LIMITED (Hong Kong)
AVID TECHNOLOGY (INDIA) PRIVATE LIMITED (India)
DIGIDESIGN ITALY S.R.L. (ltaly)
AVID TECHNOLOGY K.K. (Japan)

AVID TECHNOLOGY MEXICO, S. de R.L. de C.V. (Mexico)
AVID GENERAL PARTNER B.V. (Netherlands)
AVID TECHNOLOGY C.V. (Netherlands)

AVID TECHNOLOGY HOLDING B.V. (Netherlands)
AVID TECHNOLOGY INTERNATIONAL B.V. (Netherlands)
AVID TECHNOLOGY (S.E. ASIA) PTE LTD (Singapore)
AVID TECHNOLOGY S.L. (Spain)

AVID NORDIC A.B. (Sweden)
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EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statements Nos. 333-42569, 333-56631,68881, 333-73321, 333-87539, 333-
33674, 333-37952, 333-48338, 333-48340, 333-64838,75470, 333-151202 each on Form S-8 of our tepiated September 11, 2014,
relating to the financial statements of Avid Teclogy, Inc. (which report expresses an unqualifipthmn and includes an explanatory
paragraph relating to the restatement discusshidta B), and the effectiveness of Avid Technoldgy.'s internal control over financial
reporting (which report expresses an adverse apioiothe effectiveness of Avid Technology, Incrigernal control over financial reporting
because of material weaknesses), appearing idinisal Report on Form 10-K of Avid Technology, Ifior the year ended December 31,
2013.

/sl Deloitte & Touche LLP

Boston, Massachusetts
September 11, 2014



EXHIBIT 31.1
CERTIFICATION

I, Louis Hernandez, Jr., certify that:
| have reviewed this Annual Report on FormKLOf Avid Technology, Inc

Based on my knowledge, this report does notatomny untrue statement of a material fact ot@amstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuce with generally accepted accounting princijples

c) Evaluated the effectiveness of the registrali$slosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; and

d) Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefreaincial information; and

b) Any fraud, whether or not material, that innedyumanagement or other employees who have a simiifiole in the registrant's
internal control over financial reporting.

Date: September 11, 2014 /sl Louis Hernandez, Jr.
Louis Hernandez, Jr.

Chief Executive Officer and President
(Principal Executive Officer)




EXHIBIT 31.2
CERTIFICATION

[, John W. Frederick, certify that:
| have reviewed this Annual Report on FormKLOf Avid Technology, Inc

Based on my knowledge, this report does notatomny untrue statement of a material fact ot@amstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuce with generally accepted accounting princijples

c) Evaluated the effectiveness of the registrali$slosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; and

d) Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefreaincial information; and

b) Any fraud, whether or not material, that innedyumanagement or other employees who have a simiifiole in the registrant's
internal control over financial reporting.

Date: September 11, 2014 /sl John W. Frederick
John W. Frederick
Executive Vice President, Chief Financial Officer

and Chief Administrative Officer
(Principal Financial Officer)




EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 104fKAwid Technology, Inc. (the “Company”) for the yeended December 31, 2013 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), the undersigned, Léigsnandez, Jr., Chief Executive Officer
and President of the Company, and John W. Freddfiokcutive Vice President, Chief Financial Offiesxd Chief Administrative Officer of
the Company, each hereby certifies, pursuant td.83C. Section 1350, that:

(1) The Report fully complies with the régunents of Section 13(a) or 15(d) of the Secwik&change Act of 1934; and
(2) The information contained in the Regaitly presents, in all material respects, thaficial condition and results of operations of the

Company.

Date: September 11, 2014 /sl Louis Hernandez, Jr.
Louis Hernandez, Jr.
Chief Executive Officer and President
(Principal Executive Officer)

Date: September 11, 2014 Is/ John W. Frederick
John W. Frederick
Executive Vice President, Chief Financial

Officer and Chief Administrative Officer
(Principal Financial Officer)

A certification furnished pursuant to this itemwibt be deeme*filed” for purposes of Section 18 of the Exchanet (15 U.S.C. 78r), or
otherwise subject to the liability of that secti®uch certification will not be deemed to be incogted by reference into any filing under the
Securities Act or the Exchange Act, except to xiené that the registrant specifically incorporaieby reference.



