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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an
emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company”
in Rule 12b-2 of the Exchange Act. (Check one):
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PART I
FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

HARMONIC INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited, in thousands, except per share data)

ASSETS

Current assets:

Cash and cash equivalents $

Short-term investments
Accounts receivable, net
Inventories

Prepaid expenses and other current assets

Total current assets
Property and equipment, net
Goodwill

Intangibles, net

Other long-term assets

Total assets $

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:

Other debts and capital lease obligations, current $

Accounts payable
Income taxes payable
Deferred revenue

Accrued and other current liabilities

Total current liabilities

Convertible notes, long-term

Other debts and capital lease obligations, long-term
Income taxes payable, long-term

Deferred tax liabilities, long-term

Other non-current liabilities

Total liabilities

Commitments and contingencies (Note 18)
Stockholders’ equity:
Preferred stock, $0.001 par value, 5,000 shares authorized; no shares issued or outstanding

Common stock, $0.001 par value, 150,000 shares authorized; 81,606 and 78,456 shares issued and outstanding at
September 29, 2017 and December 31, 2016, respectively

Additional paid-in capital
Accumulated deficit

Accumulated other comprehensive loss

Total stockholders’ equity

Total liabilities and stockholders’ equity $

September 29, 2017 December 31, 2016

50,039 § 55,635
— 6,923

71,582 86,765
31,754 41,193
22,682 26,319
176,057 216,835
30,731 32,164
241,932 237,279
23,316 29,231
39,926 38,560
511,962 $ 554,069
7,434  § 7,275
31,839 28,892
1,411 1,166
52,811 52,414
52,828 55,150
146,323 144,897
107,318 103,259
15,439 13,915
591 2,926

327 —
21,366 18,431
291,364 283,428
82 78
2,267,213 2,254,055
(2,045,967) (1,976,222)
(730) (7,270)
220,598 270,641
511,962 $ 554,069

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Revenue:
Product
Services
Total net revenue
Cost of revenue:
Product
Services
Total cost of revenue
Total gross profit
Operating expenses:
Research and development
Selling, general and administrative
Amortization of intangibles
Restructuring and related charges
Total operating expenses
Loss from operations
Interest expense, net
Other expense, net
Loss on impairment of long-term investment
Loss before income taxes
(Benefit from) provision for income taxes
Net loss

Net loss per share:
Basic and diluted
Shares used in per share calculation:

Basic and diluted

HARMONIC INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited, in thousands, except per share data)

Three months ended

Nine months ended

September 29, 2017

September 30, 2016

September 29, 2017

September 30, 2016

$ 58,161 70,285 158,657 205,342
33,853 31,121 98,615 87,467

92,014 101,406 257,272 292,809

27,736 34,460 85,843 105,698

17,253 15,583 50,181 44,054

44,989 50,043 136,024 149,752

47,025 51,363 121,248 143,057

21,289 24,202 73,226 74,272

37,121 36,112 104,377 105,498

793 3,009 2,347 9,606

2,028 27) 4,084 4,488

61,231 63,296 184,034 193,864
(14,206) (11,933) (62,786) (50,807)
(2,794) (2,734) (8,064) (7,806)
(498) (328) (1,828) (5)
— (1,259) — (2,735)
(17,498) (16,254) (72,678) (61,353)

(1,915) (242) (1,568) 518
$ (15,583) (16,012) (71,110) (61,871)
$ (0.19) (0.21) (0.88) (0.80)
81,445 78,092 80,618 77,475

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HARMONIC INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Net loss
Other comprehensive income (loss) before tax:
Change in unrealized gain on cash flow hedges:
Unrealized gain arising during the period
(Gain) loss reclassified into earnings

Change in unrealized gain (loss) on available-for-sale
securities:

Unrealized (loss) gain arising during the period

Loss reclassified into earnings

Change in foreign currency translation adjustments
Other comprehensive income before tax
Less: Provision for (benefit from) income taxes
Other comprehensive income, net of tax

Total comprehensive loss

(Unaudited, in thousands)

Three months ended

Nine months ended

September 29, 2017

September 30, 2016

September 29, 2017

September 30, 2016

$ (15,583) $ (16,012) $ (71,110) $ (61,871)
— 121 — 279

— (47) — 53

— 74 — 332

8 (1,208) (605) (1,178)

— 1,259 — 2,735

8 51 (605) 1,557

2,265 523 7,147 (154)

2,273 648 6,542 1,735

— 3) 2 20

2,273 651 6,540 1,715

$ (13,310) $ (15,361) $ (64,570) $ (60,156)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, in thousands)

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Amortization of intangibles

Depreciation

Stock-based compensation

Amortization of discount on convertible debt and issuance cost
Restructuring, asset impairment and loss on retirement of fixed assets
Amortization of non-cash warrant

Loss on impairment of long-term investment

Foreign currency adjustments

Provision for excess and obsolete inventories

Allowance for doubtful accounts and returns

Other non-cash adjustments, net

Changes in operating assets and liabilities, net of effects of acquisition:

Accounts receivable
Inventories
Prepaid expenses and other assets
Accounts payable
Deferred revenue
Income taxes payable
Accrued and other liabilities
Net cash used in operating activities
Cash flows from investing activities:
Acquisition of business, net of cash acquired
Proceeds from maturities of investments
Proceeds from sales of investments
Purchases of property and equipment
Net cash used in investing activities
Cash flows from financing activities:
Payment of convertible debt issuance costs
Proceeds from other debts and capital leases
Repayment of other debts and capital leases

Proceeds from common stock issued to employees

HARMONIC INC.

Payment of tax withholding obligations related to net share settlements of restricted stock units

Net cash provided by (used in) financing activities

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

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Nine months ended

September 29, 2017

September 30, 2016

(71,110)  $ (61,871)
6,232 12,711
11,045 13,198
11,107 8,542
4,060 3,669
565 1,476
38 —
— 2,735
1,795 (911)
5,578 6,246
4,309 1,222
298 251
11,367 (12,869)
6,188 2,225
6,702 (5,938)
2,129 2,505
(1,098) 20,038
(2,122) (827)
(3,053) (5,040)
(5,970) (12,638)
— (75,669)
3,106 18,692
3,792 —
(9,075) (11,423)
(2,177) (68,400)
— (582)
6,344 5,968
(7,008) (8,038)
4,697 3,736
(2,757) (1,313)
1,276 (229)
1,275 (182)
(5,596) (81,449)
55,635 126,190
50,039 $ 44,741

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HARMONIC INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

NOTE 1: BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements, in the opinion of management, include all adjustments (consisting only of normal
recurring adjustments) which Harmonic Inc. (“Harmonic,” or the “Company”) considers necessary for a fair statement of the results of operations for the
interim periods covered and the consolidated financial condition of the Company at the date of the balance sheets. This Quarterly Report on Form 10-Q
should be read in conjunction with the Company’s audited consolidated financial statements contained in the Company’s Annual Report on Form 10-K, which
was filed with the Securities and Exchange Commission on March 3, 2017 (the “2016 Form 10-K”). The interim results presented herein are not necessarily
indicative of the results of operations that may be expected for the full fiscal year ending December 31, 2017, or any other future period. The Company’s
fiscal quarters are based on 13-week periods, except for the fourth quarter, which ends on December 31.

The condensed consolidated financial statements include the accounts of the Company and its subsidiaries. All significant intercompany accounts and
transactions have been eliminated in consolidation. The year-end condensed balance sheet was derived from audited financial statements, but does not include
all disclosures required by accounting principles generally accepted in the United States of America (“U.S. GAAP”).

On February 29, 2016, the Company completed the acquisition of Thomson Video Networks (“T'VN”). TVN is now a part of the Company’s Video segment
and its results of operations are included in the Company’s Condensed Consolidated Statements of Operations beginning March 1, 2016. During the fourth
quarter of 2016, the Company completed the accounting for this business combination.

Use of Estimates

The preparation of the condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.

Significant Accounting Policies

The Company’s significant accounting policies are described in Note 2 to its audited Consolidated Financial Statements included in the 2016 Form 10-K.
There have been no significant changes to these policies during the nine months ended September 29, 2017 other than those disclosed in Note 2, “Standards
Implemented”.

NOTE 2: RECENT ACCOUNTING PRONOUNCEMENTS

New standards to be implemented

In May 2014, the Financial Accounting Standards Board (“FASB”) issued a new standard, Accounting Standards Update (“ASU”) No. 2014-09, Revenue
from Contracts with Customers, as amended, which will supersede nearly all existing revenue recognition guidance. Under ASU 2014-09, an entity is
required to recognize revenue upon transfer of promised goods or services to customers in an amount that reflects the expected consideration received in
exchange for those goods or services. ASU No. 2014-09 defines a five-step process in order to achieve this core principle, which may require the use of
judgment and estimates, and also requires expanded qualitative and quantitative disclosures relating to the nature, amount, timing and uncertainty of revenue
and cash flows arising from contracts with customers, including significant judgments and estimates used.

The FASB has issued several amendments to the new standard, including clarification on accounting for licenses of intellectual property and identifying
performance obligations. The amendments include ASU No. 2016-08, Revenue from Contracts with Customers (Topic 606)-Principal versus Agent
Considerations, which was issued in March 2016, and clarifies the implementation guidance for principal versus agent considerations in ASU 2014-09, and
ASU No. 2016-10, Revenue from Contracts with Customers (Topic 606)-Identifying Performance Obligations and Licensing, which was issued in April 2016,
and amends the guidance in ASU No. 2014-09 related to identifying performance obligations and accounting for licenses of

7
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intellectual property. The new standard permits adoption either by using (i) a full retrospective approach for all periods presented in the period of adoption or
(ii) a modified retrospective approach with the cumulative effect of initially applying the new standard recognized at the date of initial application and
providing certain additional disclosures. The new standard is effective for annual reporting periods beginning after December 15, 2017, with early adoption
permitted for annual reporting periods beginning after December 15, 2016. The Company will adopt the new standard effective January 1, 2018.

The Company currently plans to adopt using the modified retrospective approach. However, a decision regarding the adoption method has not been finalized
at this time. The Company’s final determination will depend on a number of factors, such as the significance of the impact of the new standard on its financial
results, system readiness, including that of software procured from third-party providers, and its ability to accumulate and analyze the information necessary
to assess the impact on prior period financial statements, as necessary.

The Company is currently evaluating the impact of the new standard on its accounting policies, processes, and system requirements. The Company has made
and will continue to make investments in systems to enable timely and accurate reporting under the new standard. While the Company continues to assess all
potential impacts under the new standard, there is the potential for significant impacts to the timing of recognition of software licenses with undelivered
features and professional services revenue related to service contracts with acceptance terms as well as contract acquisition costs, both with respect to the
amounts that will be capitalized as well as the period of amortization.

Under current industry-specific software revenue recognition guidance, the Company has historically concluded that it did not have vendor-specific objective
evidence (“VSOE”) of fair value of the undelivered features relating to delivered software licenses, and accordingly, it has deferred entire revenue for such
software licenses until the delivery of features. Professional services included in arrangements with acceptances have also been recognized on receipt of
acceptance. The new standard, which does not retain the concept of VSOE, requires an evaluation of whether the undelivered features are distinct
performance obligations and, therefore, should be separately recognized when delivered compared to the timing of delivery of software license. Professional
services will generally be recorded as services are provided. Depending on the outcome of the Company’s evaluation, the timing of when revenue is
recognized could change for future features and professional services under the new standard.

As part of the Company’s preliminary evaluation, it has also considered the impact of the guidance in ASC 340-40, Other Assets and Deferred Costs;
Contracts with Customers, and the interpretations of the FASB Transition Resource Group for Revenue Recognition (“TRG”) from their November 7, 2016
meeting with respect to capitalization and amortization of incremental costs of obtaining a contract. As a result of this new guidance, the Company is
currently assessing if it will need to capitalize any costs of obtaining the contract, including additional sales commissions. Under the Company’s current
accounting policy, it expenses the commission costs immediately as incurred.

While the Company continues to assess the potential impacts of the new standard, including the areas described above, the Company does not know or cannot
yet reasonably estimate quantitative information related to the impact of the new standard on its financial statements at this time.

In January 2016, the FASB issued an accounting standard update which requires equity investments to be measured at fair value with changes in fair value
recognized in net income and simplifies the impairment assessment of equity investments without readily determinable fair values by requiring a qualitative
assessment to identify impairment. The accounting standard update also updates certain presentation and disclosure requirements. This accounting standard
update will be effective for the Company beginning in the first quarter of fiscal 2018 and early adoption is permitted. The adoption of this new standard is not
expected to have a material impact on the Company’s consolidated financial statements.

In February 2016, the FASB amended the existing accounting standard for lease accounting. Under this guidance, lessees and lessors should apply a “right-of-
use” model in accounting for all leases (including subleases) and eliminate the concept of operating leases and off-balance sheet leases. This new leases
standard requires a modified retrospective transition approach for all leases existing at, or entered into after, the date of initial application, with an option to
use certain transition relief. The new standard will be effective for the Company beginning in the first quarter of fiscal 2019 and early adoption is permitted.
The Company is currently evaluating the methods and impact of adopting this new leases standard on its consolidated financial statements.

In June 2016, the FASB issued new guidance that changes the impairment model for most financial assets and certain other instruments. For trade receivables
and other instruments, the Company will be required to use a new forward-looking “expected loss” model. Additionally, credit losses on available-for-sale
debt securities should be recorded through an allowance for credit losses limited to the amount by which fair value is below amortized cost. The new
guidance will be effective for the Company
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beginning in the first quarter of fiscal 2019 and early adoption is permitted. The Company is currently evaluating the impact of adopting this new accounting
guidance on its consolidated financial statements.

In August 2016, the FASB issued an accounting standard update that addresses eight specific cash flow issues with the objective of reducing the existing
diversity in practice. This accounting standard update will be effective for the Company beginning in the first quarter of fiscal 2018 on a retrospective basis,
and early adoption is permitted. The adoption of this new standard is not expected to have a material impact on the Company’s consolidated financial
statements.

In November 2016, the FASB issued an accounting standard update which requires companies to include restricted cash and restricted cash equivalents in its
cash and cash equivalent balances in the statement of cash flows. Transfers between cash, cash equivalents, restricted cash, and restricted cash equivalents are
no longer presented in the statement of cash flows. The new guidance requires a reconciliation of the totals in the statement of cash flows to the related
captions. This accounting standard update will be effective for the Company beginning in the first quarter of fiscal 2018 on a retrospective basis, and early
adoption is permitted. The adoption of this new guidance is not expected to have a material impact on the Company’s consolidated financial statements.

In January 2017, the FASB issued an accounting standard update to simplify the test for goodwill impairment. It removes Step 2 of the goodwill impairment
test and requires the assessment of fair value of individual assets and liabilities of a reporting unit to measure goodwill impairments. Goodwill impairment
will now be the amount by which a reporting unit's carrying value exceeds its fair value. The accounting standard update will be effective for the Company
beginning in the first quarter of fiscal 2020 on a prospective basis, and early adoption is permitted. The Company is currently evaluating the impact of
adopting this new accounting guidance on its consolidated financial statements.

In January 2017, the FASB issued an accounting standard update to clarify the definition of a business with the objective of adding guidance to assist entities
with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or businesses. The definition of a business affects many
areas of accounting including acquisitions, disposals, goodwill, and consolidation. The guidance will be effective for the Company beginning in the first
quarter of fiscal 2018 on a prospective basis, and early adoption is permitted. The adoption of this new guidance is not expected to have a material impact on
the Company’s consolidated financial statements.

In March 2017, the FASB issued a new accounting standard to improve the presentation of net periodic pension cost and net periodic post-retirement benefit
cost. This new standard will be effective for the Company beginning in the first quarter of fiscal 2018 on a retrospective basis and early adoption is permitted.
The adoption of this new guidance is not expected to have a material impact on the Company’s consolidated financial statements.

In May 2017, the FASB issued a new accounting standard to clarify when to account for a change to the terms or conditions for a share-based payment award
as a modification. It requires modification accounting only if the fair value, the vesting condition or the classification of the award changes as a result of the
change in terms or conditions. This new standard will be effective for the Company beginning in the first quarter of fiscal 2018 on a prospective basis and
early adoption is permitted. The adoption of this new standard is not expected to have a material impact on the Company’s consolidated financial statements.

Standards Implemented

In February 2015, the FASB issued an accounting standard update that changes the analysis that a reporting entity must perform to determine whether it
should consolidate certain types of legal entities. The accounting standard update became effective for the Company beginning in the first quarter of fiscal
2017. The application of this accounting standard update did not have any impact on the Company's Consolidated Balance Sheet or Statement of Operations
upon adoption.

In July 2015, the FASB issued an accounting standard update that requires inventory to be measured at the lower of cost and net realizable value. Net
realizable value is the estimated selling prices in the ordinary course of business, less reasonably predictable costs of completion, disposal, and transportation.
The Company adopted this accounting standard update beginning in the first quarter of fiscal 2017 and the adoption did not have a material impact on its
consolidated financial statements.

In March 2016, the FASB issued an accounting standard update to clarify the requirements for assessing whether contingent call (put) options that can
accelerate the payment of principal on debt instruments are clearly and closely related to their debt hosts. An entity performing the assessment under the
amendments is required to assess the embedded call (put) options solely in accordance with the four-step decision sequence. The Company adopted this
accounting standard update beginning in the first quarter of fiscal 2017 and the adoption did not have any impact on its consolidated financial statements.
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In March 2016, the FASB issued an accounting standard update for the accounting of share-based payment transactions, including the income tax
consequences, classification of awards as either equity or liabilities and classification on the statement of cash flows. The new standard eliminated the
requirement to report excess tax benefits and certain tax deficiencies related to share-based payment transactions as additional paid-in capital. It also removes
the requirement to delay recognition of a windfall tax benefit until it reduces current taxes payable. Under the new guidance, the benefit will be recorded
when it arises, subject to normal valuation allowance considerations. The Company adopted this new accounting standard beginning in the first quarter of
fiscal 2017 using a modified-retrospective transition method and recorded a cumulative effect of $4.6 million of additional gross deferred tax asset associated
with shared-based payment and an offsetting valuation allowance of the same amount, therefore resulting in no net impact to the Company’s beginning
retained earnings. Prior to January 1, 2017, stock-based compensation expense was recorded net of estimated forfeitures in the Company’s condensed
consolidated statements of operations and, accordingly, was recorded for only those stock-based awards that the Company expected to vest. Upon the
adoption of this accounting standard update, effective January 1, 2017, the Company changed its accounting policy to account for forfeitures as they occur.
The change was applied on a modified retrospective approach with a cumulative effect adjustment of $69,000 to retained earnings as of January 1, 2017
(which increased the accumulated deficit). The implementation of this accounting standard update has no impact to the Company’s condensed statement of
cash flows because the Company does not have any excess tax benefits from share-based compensation because its tax provision is primarily under full
valuation allowance. No prior periods were recast as a result of this change in accounting policy.

In October 2016, the FASB issued an accounting standard update which requires companies to recognize the income tax consequences of all intra-entity sales
of assets other than inventory when they occur. As a result, a reporting entity would recognize the tax expense from the sale of the asset in the seller’s tax
jurisdiction when the transfer occurs, even though the pre-tax effects of that transaction are eliminated in consolidation. Any deferred tax asset that arises in
the buyer’s jurisdiction would also be recognized at the time of the transfer. The Company early adopted this accounting standard update during the first
quarter of fiscal 2017 on a modified retrospective approach and recorded a cumulative-effect adjustment of $1.4 million to the retained earnings as of January
1, 2017 (which reduced the accumulated deficit). Correspondingly, in the first quarter of fiscal 2017, the Company recognized an additional $1.1 million of
net deferred tax assets, after netting with $2.1 million of valuation allowance, and write off the remaining $0.3 million of unamortized tax expenses deferred
under the previous guidance to provision for income taxes in the first quarter of fiscal 2017.

NOTE 3: BUSINESS ACQUISITION

On February 29, 2016, the Company, through its wholly-owned subsidiary Harmonic International AG, completed its acquisition of 100% of the share capital
and voting rights of TVN, a global leader in advanced video compression solutions headquartered in Rennes, France, for a final purchase price of $82.5
million in cash. The Company believes that its acquisition of TVN has strengthened, and will continue to strengthen, the Company’s competitive position in
the video infrastructure market as well as to enhance the depth and scale of the Company’s research and development and service and support capabilities in
the video arena.

During the fourth quarter of 2016, the Company completed the accounting for this business combination. The final TVN purchase price has been allocated to

tangible and intangible assets acquired and liabilities assumed on the basis of their respective estimated fair values on the acquisition date. The Company’s
allocation of TVN purchase consideration is as follows (in thousands):

10
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Assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Property and equipment, net
French R&D tax credit receivables
Other long-term assets
Total assets
Liabilities:
Other debts and capital lease obligations, current
Accounts payable
Deferred revenue
Accrued and other current liabilities
Other debts and capital lease obligations, long-term
Other non-current liabilities
Deferred tax liabilities

Total liabilities

Goodwill
Intangibles

Total purchase consideration

(1) See Note 8, “Balance Sheet Components-Prepaid expenses and other current assets” for more information on French R&D tax credit receivables.

6,843
14,933
3,462
2,412
9,942
26,421
2,134

66,147

8,362
12,494
2,504
18,365
16,087
6,467
2,126

66,405

41,670
41,100

$

82,512

The following table presents details of the intangible assets acquired through this business combination (in thousands, except years):

Backlog

Developed technology
Customer relationships
Trade name

Estimated Useful Life (in years)

3,600
21,700
15,200

600

41,100

The goodwill is not expected to be deductible for income tax purposes but the intangibles assets acquired are expected to be deductible for income tax

purposes in certain jurisdictions. Both goodwill and intangibles assets acquired are assigned to the Company’s video reporting unit.

Acquisition- and integration- related expenses

As aresult of the TVN acquisition, the Company incurred the acquisition- and integration- related expenses summarized in the table below (in thousands):
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Acquisition-related Integration-related
Three months  Nine months
ended ended Three months ended Nine months ended

September 29, September 30, September 29, September 30,

September 30, 2016 2017 2016 2017 2016
Product cost of revenue $ — % — — 3 19 $ 342 $ 610
Research and development — — — 152 7 702
Selling, general and administrative 534 3,855 117 4,365 2,385 6,502

Total acquisition- and integration-related expenses in

operating expenses 534 3,855 117 4,636 2,734 7,814
Interest expense, net — — — 98 — 98
Total acquisition- and integration-related expenses $ 534 $ 385 $ 117 $ 4,734 $ 2,734 $ 7,912

These costs consisted of acquisition-related costs which include outside legal, accounting and other professional services as well as integration-related costs
which include incremental costs resulting from the TVN acquisition that are not expected to generate future benefits once the integration is fully
consummated. These costs are expensed as incurred. The Company expects to continue to have some TVN integration-related costs throughout the remainder
of 2017, primarily outside legal and advisory fees relating to re-organization of TVN’s legal entities.

NOTE 4: SHORT-TERM INVESTMENTS

As of September 29, 2017, the Company has no short-term investments. The following table summarizes the Company’s short-term investments as of
December 31, 2016 (in thousands):

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
As of December 31, 2016
Corporate bonds $ 6,928 $ — 3 B % 6,923
Total short-term investments $ 6,928 $ — 3 B) $ 6,923

The Company’s short-term investments as of December 31, 2016 had maturities of less than one year. These available-for-sale investments are presented as
“Current Assets” in the Condensed Consolidated Balance Sheets as they were available for current operations. Realized gains and losses from the sale of
investments were not material for the three and nine months ended September 29, 2017 and September 30, 2016.

NOTE 5: INVESTMENTS IN OTHER EQUITY SECURITIES

From time to time, the Company may acquire certain equity investments for the promotion of business objectives and these investments are classified as long-
term investments and included in “Other long-term assets” in the Condensed Consolidated Balance Sheet.

In 2014, the Company acquired a 3.3% interest in Vislink plc (“Vislink”), a U.K. public company listed on the AIM exchange in London, for $3.3 million.
The investment in Vislink is being accounted for as a cost method investment as the Company does not have significant influence over the operational and
financial policies of Vislink. Since the Vislink investment is also an available-for-sale security, its value is marked to market for the difference in fair value at
period end. The carrying value of Vislink was $0.2 million and $0.8 million at September 29, 2017 and December 31, 2016, respectively. Vislink’s
accumulated unrealized (loss) gain, net of taxes was $(0.3) million and $0.3 million at September 29, 2017 and December 31, 2016, respectively.

Beginning in late 2015 and continuing through 2016, Vislink’s stock price was below the Company’s cost basis for a prolonged period of time and based on
the Company’s assessment, impairment charges of $1.5 million and $1.2 million for Vislink were recorded in the first and third quarter of 2016, respectively,

reflecting the new reduced cost basis of the Vislink investment at
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September 30, 2016. As of December 31, 2016, Vislink’s stock price increased approximately 67% from the stock price as of September 30, 2016.

On February 3, 2017, Vislink (from thereon, referred to as Pebble Beach Systems) completed their disposal of its hardware division and changed its name to
Pebble Beach Systems. On February 6, 2017, Pebble Beach Systems announced its financial results for fiscal 2016 which showed a significant increase in
operating losses. As of September 29, 2017, Pebble Beach Systems’ stock price had declined approximately 82% from the stock price as of December 31,
2016 and Pebble Beach Systems is currently seeking alternatives to maximize value for its shareholders, which could include a sale of the company. In view
of Pebble Beach Systems’ potential sale opportunity, the Company determined that the decline in the fair value of Pebble Beach Systems’ investment is not
considered permanent yet, and as a result, the camulative $0.6 million loss in Pebble Beach Systems’ investment in the nine months ended September 29,
2017 was recorded to other comprehensive loss. The Company’s remaining maximum exposure to loss from the Pebble Beach Systems’ investment at
September 29, 2017 was approximately $0.5 million, consisting of the carrying value of $0.2 million and the accumulated unrealized loss of $(0.3) million.

The assessment as to the nature of a decline in fair value is based on, among other things, the length of time and the extent to which the market value has been
less than the Company’s cost basis; the financial condition and near-term prospects of the investment; and the Company’s intent and ability to retain the
investment for a period of time sufficient to allow for any anticipated recovery in market value.

Unconsolidated Variable Interest Entities (“VIE”)

In 2014, the Company acquired an 18.4% interest in Encoding.com, Inc. (“EDC”), a video transcoding service company headquartered in San Francisco,
California, for $3.5 million by purchasing EDC’s Series B preferred stock. EDC is considered a variable interest entity but the Company determined that it is
not the primary beneficiary of EDC. As a result, EDC is accounted for as a cost method investment.

The Company determined that there were no indicators existing at September 29, 2017 that would indicate that the EDC investment was impaired. The
Company’s maximum exposure to loss from the EDC’s investment at September 29, 2017 was limited to its investment cost of $3.6 million, including $0.1
million of transaction costs.

The Company’s total investments in equity securities of other privately and publicly held companies, as discussed above, were $3.8 million and $4.4 million
as of September 29, 2017 and December 31, 2016, respectively, and such investments were considered as long-term investments and were included in “Other
long-term assets” in the Condensed Consolidated Balance Sheet.

NOTE 6: DERIVATIVES AND HEDGING ACTIVITIES

The Company uses forward contracts to manage exposures to foreign currency exchange rates. The Company’s primary objective in holding derivative
instruments is to reduce the volatility of earnings and cash flows associated with fluctuations in foreign currency exchange rates and the Company does not
use derivative instruments for trading purposes. The use of derivative instruments expose the Company to credit risk to the extent that the counterparties may
be unable to meet their contractual obligations, as such, the potential risk of loss with any one counterparty is closely monitored by the Company.

Derivatives Not Designated as Hedging Instruments (Balance Sheet Hedges)

The Company’s balance sheet hedges consist of foreign currency forward contracts, mature generally within three months, are carried at fair value and are
used to minimize the short-term impact of foreign currency exchange rate fluctuation on cash and certain trade and inter-company receivables and payables.
Changes in the fair value of these foreign currency forward contracts are recognized in “Other expense, net” in the Condensed Consolidated Statement of
Operations and are largely offset by the changes in the fair value of the assets or liabilities being hedged.

The locations and amounts of designated and non-designated derivative instruments’ gains and losses reported in the Company’s Accumulated Other
Comprehensive Loss (“AOCI”) and Condensed Consolidated Statements of Operations were as follows (in thousands):
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Three months ended Nine months ended
September September 30, September 29, September 30,
Financial Statement Location 29, 2017 2016 2017 6
Derivatives designated as hedging instruments:
Gains in AOCI on derivatives (effective portion) AOCI $ — 5 121 $ — 3 279
Gains (losses) reclassified from AOCI into income (effective
portion) Cost of Revenue $ — % 6 $ — 3 )
Operating Expense — 41 — (46)
Total $ — 5 47 $ — 3 (53)

Losses recognized in income on derivatives (ineffectiveness
portion and amount excluded from effectiveness testing) Other expense, net $ — @ $ — 3 (57)

Derivatives not designated as hedging instruments:
Gains (losses) recognized in income Other expense, net $ 119 $ (162) $ (66) $ (496)

The U.S. dollar equivalents of all outstanding notional amounts of foreign currency forward contracts, including the Euro, British pound, Israeli shekels,
Japanese yen and Mexican peso, are summarized as follows (in thousands):

September 29, 2017 December 31, 2016
Derivatives not designated as hedging instruments:
Purchase $ 12925 % 4,056
Sell $ 1,501 $ 11,157

The locations and fair value amounts of the Company’s derivative instruments reported in its Condensed Consolidated Balance Sheets are as follows (in
thousands):

Asset Derivatives Derivative Liabilities
September 29, December 31, Balance Sheet September 29, December 31,

Balance Sheet Location 2017 2016 Location 2017 2016
Derivatives not designated as hedging
instruments:

Prepaid expenses and other Accrued

Foreign currency contracts current assets $ 13 % 54 Liabilities $ 45 % 40

Total derivatives $ 13 $ 54 $ 45 % 40

Offsetting of Derivative Assets and Liabilities

The Company recognizes all derivative instruments on a gross basis in the Condensed Consolidated Balance Sheets. However, the arrangements with its
counterparties allows for net settlement, which are designed to reduce credit risk by permitting net settlement with the same counterparty. As of
September 29, 2017, information related to the offsetting arrangements was as follows (in thousands):

Gross Amounts of Derivatives Not
Offset in the Condensed
Consolidated Balance Sheets

Gross Amounts of Net Amounts of
Derivatives Offset in Derivatives Presented
the Condensed in the Condensed Cash
Gross Amounts of Consolidated Balance Consolidated Balance Financial Collateral
Derivatives Sheets Sheets Instrument Pledged Net Amount
Derivative Assets $ 13 — 3 13 3 (6) — % 7
Derivative Liabilities $ 45 — % 45 % (6) — 3 39
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In connection with foreign currency derivatives entered in Israel, the Company’s subsidiaries in Israel are required to maintain a compensating balance with
their bank at the end of each month. The compensating balance arrangements do not legally restrict the use of cash and as of September 29, 2017, the total
compensating balance maintained was $2.5 million.

NOTE 7: FAIR VALUE MEASUREMENTS

The applicable accounting guidance establishes a framework for measuring fair value and requires disclosure about the fair value measurements of assets and
liabilities. This guidance requires the Company to classify and disclose assets and liabilities measured at fair value on a recurring basis, as well as fair value
measurements of assets and liabilities measured on a nonrecurring basis in periods subsequent to initial measurement, in a three-tier fair value hierarchy as
described below.

The guidance defines fair value as the exchange price that would be received for an asset or paid to transfer a liability, in the principal or most advantageous
market for the asset or liability, in an orderly transaction between market participants on the measurement date.

Valuation techniques used to measure fair value must maximize the use of observable inputs and minimize the use of unobservable inputs. The guidance
describes three levels of inputs that may be used to measure fair value:

* Level 1 — Observable inputs that reflect quoted prices for identical assets or liabilities in active markets.

* Level 2 — Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities, quoted prices in markets that are not
active, or other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities.
The Company primarily uses broker quotes for valuation of its short-term investments. The forward exchange contracts are classified as Level 2
because they are valued using quoted market prices and other observable data for similar instruments in an active market.

*  Level 3— Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.

The carrying value of the Company’s financial instruments, including cash equivalents, restricted cash, accounts receivable, accounts payable and accrued and
other current liabilities, approximate fair value due to their short maturities.

The Company uses the market approach to measure fair value for its financial assets and liabilities. The market approach uses prices and other relevant
information generated by market transactions involving identical or comparable assets or liabilities. The fair value of the Company’s convertible notes is
influenced by interest rates, the Company’s stock price and stock market volatility. The estimated fair value of the Company’s convertible notes based on a
market approach was approximately $114.2 million and $143.5 million as of September 29, 2017 and December 31, 2016, respectively, and represents a
Level 2 valuation. The Company’s other debts and capital leases assumed from the TVN acquisition are classified within Level 2 because these borrowings
are not actively traded and the majority of them have a variable interest rate structure based upon market rates currently available to the Company for debt
with similar terms and maturities. Additionally, the Company considers the carrying amount of its capital lease obligations to approximate their fair value
because the weighted average interest rate used to formulate the carrying amounts approximates current market rates. The other debts and capital leases
outstanding as of September 29, 2017 were $22.9 million in the aggregate. (See Note 11, “Convertible Notes, Other debts and Capital Leases” for additional
information).

The fair value of the Company’s liability for the TVN voluntary departure plan (“T'VN VDP”) as of September 29, 2017 of $6.0 million is classified within
Level 3 because discount rates which are unobservable in the market were being used to measure the fair value of this liability. (See Note 10, “Restructuring
and related Charges-TVN VDP” for additional information). The fair value of the TVN defined pension benefit plan liability of $5.1 million as of
September 29, 2017 is disclosed in Note 12, “Employee Benefit Plans and Stock-based Compensation-TVN Retirement Benefit Plan.”

During the nine months ended September 29, 2017, there were no nonrecurring fair value measurements of assets and liabilities subsequent to initial
recognition.
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The following table sets forth the fair value of the Company’s financial assets and liabilities measured at fair value on a recurring basis based on the three-tier
fair value hierarchy (in thousands):

Level 1 Level 2 Level 3 Total

As of September 29, 2017
Cash equivalents

Money market funds $ 246 $ — 8 — 246
Prepaids and other current assets

Derivative assets — 13 — 13
Other assets

Long-term investment 200 — — 200
Total assets measured and recorded at fair value $ 446 S 13 $ — 5 459
Accrued and other current liabilities

Derivative liabilities $ — 45 % — 5 45

Accrued TVN VDP, current portion — — 3,519 3,519
Other non-current liabilities

Accrued TVN VDP, long-term portion — — 2,485 2,485
Total liabilities measured and recorded at fair value $ — 45 3 6,004 $ 6,049

Level 1 Level 2 Level 3 Total

As of December 31, 2016
Cash equivalents

Money market funds $ 8,301 $ — % — 3 8,301

Corporate bonds — 6,923 — 6,923
Prepaids and other current assets

Derivative assets — 54 — 54
Other assets

Long-term investment 809 — = 809
Total assets measured and recorded at fair value $ 9,110 $ 6,977 $ — 5 16,087
Accrued and other current liabilities

Derivative liabilities $ —  $ 40 % — 5 40

Accrued TVN VDP, current portion — — 6,597 6,597
Other non-current liabilities

Accrued TVN VDP, long-term portion — — 3,053 3,053
Total liabilities measured and recorded at fair value $ — 40 $ 9,650 $ 9,690

NOTE 8: BALANCE SHEET COMPONENTS

The following tables provide details of selected balance sheet components (in thousands):

September 29, 2017 December 31, 2016
Accounts receivable, net:
Accounts receivable $ 77,320 $ 91,596
Less: allowances for doubtful accounts, returns and discounts (5,738) (4,831)
Total $ 71,582 $ 86,765
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Prepaid expenses and other current assets:
Deferred cost of revenue
French R&D tax credits receivable(
Prepaid maintenance, royalty, rent, property taxes and value added tax
Prepaid customer incentive(®
Restricted cash®
Other
Total

September 29, 2017

December 31, 2016

$ 6,217 $ 6,856
6,475 5,895

4,942 5,526

1,124 1,162

803 731

3,121 6,149

$ 22,682 $ 26,319

(1) The Company’s acquired TVN subsidiary in France (the “TVN French Subsidiary”) participates in the French Crédit d’Imp6t Recherche (“CIR”) program
(the “R&D tax credits”) which allows companies to monetize eligible research expenses. The R&D tax credits can be used to offset against income tax
payable to the French government in each of the four years after being incurred, or if not utilized, are recoverable in cash. The amount of R&D tax credits
recoverable are subject to audit by the French government. The R&D tax credit receivables at September 29, 2017 were approximately $26.5 million and are
expected to be recoverable from 2018 through 2021 with $6.5 million reported under “Prepaid and other Current Assets” and $20.0 million reported under

“Other Long-term Assets” on the Company’s Condensed Consolidated Balance Sheets.

(2) On September 26, 2016, the Company issued a warrant to purchase shares of its common stock (the “Warrant”) to Comcast pursuant to which Comcast
may, subject to certain vesting provisions, purchase up to 7,816,162 shares of the Company’s common stock subject to adjustment in accordance with the
terms of the Warrant, for a per share exercise price of $4.76. The portion of the Warrant which vested on September 26, 2016 had a value of approximately
$1.6 million and is deemed a customer incentive paid upfront and cumulatively, $0.5 million of this prepaid incentive has been recorded as a reduction to the
Company’s net revenues from Comcast. The remaining $1.1 million of this prepaid incentive is reported as an asset under “Prepaid expenses and other current
assets” on the Company’s Condensed Consolidated Balance Sheet as of September 29, 2017. The Company considers this asset to be recoverable based on

the expectation of Comcast’s future purchases of the pertinent products.

(3) The restricted cash balances are held as cash collateral security for certain bank guarantees. These restricted funds are invested in bank deposits and
cannot be withdrawn from the Company’s accounts without the prior written consent of the applicable secured party. Additionally, as of September 29, 2017,
the Company had approximately $1.2 million of restricted cash for the bank guarantee associated with the TVIN French Subsidiary’s office building lease.
This amount is reported under “Other Long-term Assets” on the Company’s Condensed Consolidated Balance Sheets.

Inventories:
Raw materials
Work-in-process
Finished goods
Service-related spares
Total

Property and equipment, net:
Machinery and equipment
Capitalized software
Leasehold improvements
Furniture and fixtures
Property and equipment, gross
Less: accumulated depreciation and amortization
Total
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September 29, 2017

December 31, 2016

$ 3825 $ 9,889
1,290 2,318

14,146 17,776

12,493 11,210

$ 31,754 $ 41,193

September 29, 2017

December 31, 2016

$ 86,971 $ 97,989
34,496 34,519

14,745 14,455

6,797 8,993

143,009 155,956
(112,278) (123,792)

$ 30,731 $ 32,164
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September 29, 2017 December 31, 2016
Accrued and other current liabilities:

Accrued employee compensation and related expenses $ 14,866 $ 19,377
Accrued TVN VDP, current 3,519 6,597
Accrued warranty 4,341 4,862
Customer deposits 4,526 4,537
Contingent inventory reserves 3,840 2,210
Accrued Avid litigation settlement, current 2,500 —
Accrued royalty payments 2,325 1,912
Others 16,911 15,655

Total $ 52,828 § 55,150

(1) See Note 10, “Restructuring and related charges-TVN VDP,” for additional information on the Company’s TVN VDP liabilities.

(2) See Note 18, “Commitments and Contingencies-Legal Proceedings,” for additional information on the Company’s accrual for the Avid litigation
settlement.

NOTE 9: GOODWILL AND IDENTIFIED INTANGIBLE ASSETS
Goodwill

Goodwill represents the difference between the purchase price and the estimated fair value of the identifiable assets acquired and liabilities assumed.
Goodwill is allocated among and evaluated for impairment at the reporting unit level, which is defined as an operating segment or one level below an
operating segment. The Company has two reporting units, Video and Cable Edge. The Company tests for goodwill impairment at the reporting unit level on
an annual basis, or more frequently, if events or changes in circumstances indicate that the asset is more likely than not impaired. The Company’s annual
goodwill impairment test is performed in the fiscal fourth quarter, with a testing date at the end of October.

During 2016, the Company recorded goodwill of $41.7 million for the TVN acquisition. Goodwill from the TVN acquisition is assigned to the Video
reporting unit.

The changes in the carrying amount of goodwill by reportable segments for the nine months ended September 29, 2017 were as follows (in thousands):

Video Cable Edge Total
Balance as of December 31, 2016 $ 176,519 $ 60,760 $ 237,279
Foreign currency translation adjustment 4,603 50 4,653
Balance as of September 29, 2017 $ 181,122 $ 60,810 $ 241,932

Application of the goodwill impairment test requires judgment, including the identification of reporting units, assigning assets and liabilities to reporting
units, assigning goodwill to reporting units, and determining the fair value of each reporting unit. Significant judgments required to estimate the fair value of
reporting units include estimating future cash flows and determining appropriate discount rates, growth rates, an appropriate control premium and other
assumptions. Changes in these estimates and assumptions could materially affect the determination of fair value for each reporting unit which could trigger
impairment. If the Company’s assumptions and related estimates change in the future, or if the Company’s reporting structure changes or other events and
circumstances change (e.g. such as a sustained decrease in the Company’s stock price), the Company may be required to record impairment charges in future
periods. Any impairment charges that the Company may take in the future could be material to its results of operations and financial condition.

The Company performed its annual goodwill impairment review at October 31, 2016. Based on the impairment test performed, management concluded that
goodwill was not impaired as the Video and Cable Edge reporting units had estimated fair values in excess of their carrying value by approximately 67% and
123%, respectively.

The Company has not recorded any impairment charges related to goodwill for any prior periods.
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Intangible Assets

The following is a summary of intangible assets (in thousands):

September 29, 2017 December 31, 2016
Weighted
Average
Remaining Life Gross Carrying Accumulated Net Carrying Gross Carrying Accumulated Net Carrying
(Years) Amount Amortization Amount Amount Amortization Amount
Developed core
technology 2.4 $ 31,707  $ (19,101) $ 12,606 $ 31,707 $ (15,216) $ 16,491
Customer
relationships/contracts 3.4 44,748 (34,425) 10,323 44,384 (32,098) 12,286
Trademarks and trade
names 2.4 641 (254) 387 573 (119) 454
Maintenance agreements
and related relationships N/A 5,500 (5,500) — 5,500 (5,500) —
Order Backlog N/A 3,011 (3,011) — 3,011 (3,011) —
Total identifiable intangibles $ 85,607 % (62,291) $ 23316 $ 85,175 % (55,944) $ 29,231

Amortization expense for the identifiable purchased intangible assets for the three and nine months ended September 29, 2017 and September 30, 2016 was

allocated as follows (in thousands):

Three months ended

Nine months ended

September 29, September 30, September 29, September 30,
2017 2016 2017 2016
Included in cost of revenue $ 1,295 $ 1,380 $ 3,885 $ 3,105
Included in operating expenses 793 3,009 2,347 9,606
Total amortization expense $ 2,088 $ 4,389 $ 6,232 $ 12,711
The estimated future amortization expense of purchased intangible assets with definite lives is as follows (in thousands):
Operating
Cost of Revenue Expenses Total
Year ended December 31,
2017 (remaining three months) $ 1,296 $ 794 $ 2,090
2018 5,180 3,182 8,362
2019 5,180 3,182 8,362
2020 950 3,048 3,998
2021 — 504 504
Total future amortization expense $ 12,606 $ 10,710 $ 23,316

NOTE 10: RESTRUCTURING AND RELATED CHARGES

The Company implemented several restructuring plans in the past few years. The goal of these plans was to bring operational expenses to appropriate levels
relative to its net revenues, while simultaneously implementing extensive company-wide expense control programs.

The Company accounts for its restructuring plans under the authoritative guidance for exit or disposal activities. The restructuring and related charges are
included in “Product cost of revenue” and “Operating expenses-restructuring and related charges” in the Condensed Consolidated Statements of Operations.

The following table summarizes the restructuring and related charges (in thousands):
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Three months ended Nine months ended
September 29, September 30, September 29, September 30,
7 2016 7 2016
Restructuring and related charges in:
Product cost of revenue $ 549 $ @ $ 1,335 $ (24)
Operating expenses-Restructuring and related charges 2,028 27) 4,084 4,488
Total restructuring and related charges $ 2,577  $ 28) $ 5419 $ 4,464

Harmonic 2016 Restructuring

In the first quarter of 2016, the Company implemented a new restructuring plan (the “Harmonic 2016 Restructuring Plan”) to streamline the corporate
organization, thereby reducing operating costs by consolidating duplicative resources in connection with the acquisition of TVN. The planned activities have
primarily resulted, and will primarily result, in cash expenditures related to severance and related benefits and exiting certain operating facilities and
disposing of excess assets. In the second quarter of 2016, the Company also initiated the TVN VDP in France to streamline the organization of the TVN
French Subsidiary.

In 2016, the Company recorded an aggregate of $20.0 million of restructuring and related charges under the Harmonic 2016 Restructuring Plan, of which $2.2
million was primarily related to the Company exiting from an excess facility at its U.S. headquarters and the remaining $17.8 million was related to severance
and benefits for the termination of 118 employees worldwide, including 83 employees in France who participated in the TVN VDP. (See details of TVN VDP
described below). Additionally, the restructuring and related charges under the Harmonic 2016 Restructuring Plan in 2016 were partially offset by
approximately $2.0 million of gain from TVN pension curtailment. For the employees who participated in the TVN VDP, their pension benefit is funded by
the TVN VDP and, as a result, the TVN defined benefit pension plan was remeasured at December 31, 2016, which resulted in a non-cash curtailment gain.
This gain was recorded as an offset to restructuring and related costs in 2016.

The Company also incurred $16.9 million of TVN acquisition- and integration-related expenses in 2016 and another $2.7 million in the nine months ended
September 29, 2017. The Company expects to continue to have some TVN integration-related costs throughout the remainder of 2017, primarily consisting of
outside legal and advisory fees relating to the re-organization of TVN’s legal entities. (See Note 3, “Business Acquisition,” for additional information on TVIN
acquisition-and integration-related expenses).

In the three and nine months ended September 29, 2017, the Company recorded $0.1 million and $2.9 million of restructuring and related charges under the
Harmonic 2016 Restructuring Plan, respectively. The restructuring and related charges under the Harmonic 2016 Restructuring Plan in the nine months ended
September 29, 2017 consisted of $1.8 million of TVN VDP charges and $1.1 million of severance for 21 non-VDP employees worldwide who were
terminated under this plan during the first six months of 2017.

TVN VDP

During 2016, the Company consulted and worked with the works council for the TVN French Subsidiary and applicable union representatives to establish a
voluntary departure plan to enable French employees of TVN to voluntarily terminate with certain benefits. A total of 83 employees applied for the TVN
VDP and were duly approved by the Company in the fourth quarter of 2016. The total TVIN VDP costs, including severance, certain benefits and taxes, as
well as administration costs, is estimated at approximately $15.3 million, in aggregate, at the inception of the plan and will be paid over a period of four years,
based on the TVN VDP terms agreed with each employee. The total final payout to the employees may be different from the initial estimates depending on
the final social charges imputed on each employee’s total income and benefits received. The Company does not expect the final payout to be materially
different from the initial estimates. The fair value of the total TVN VDP liability at inception was estimated to be approximately $14.8 million.

The Company accounts for these special termination benefits in accordance with ASC 712, “Compensation - Nonretirement Postemployment Benefits,”
which requires that the special termination benefits be recognized as a liability and a loss beginning when an employee accepts the offer of voluntary
termination and the amount can be reasonably estimated. Where an employee is required to work beyond a minimum statutory notice period, the cost of the
special termination benefit is recognized as an expense over the employee’s remaining service period. Where the employee is not required to work beyond a
minimum statutory notice period, the cost of the special termination benefit is recognized upon the date the employee accepts the offer of voluntary
termination, provided that the amount of the benefit can be estimated. Out of the 83 employees who applied for TVN VDP, 11 of them are
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required to work beyond the minimum statutory notice period into 2017. Based on the application of the accounting guidance, the Company recorded $1.8
million and $13.1 million of TVN VDP costs in the first nine months of 2017 and in the year ended 2016, respectively. Cumulatively, the Company had paid
an aggregate of $9.7 million of TVN VDP costs, of which $3.5 million was paid in 2016 and $6.2 million was paid in 2017. The fair value of the TVN VDP
liability balance at September 29, 2017 was $6.0 million.

The table below shows the estimated future payments for TVN VDP as of September 29, 2017 (in thousands):

Years ending December 31,

2017 (remaining three months) $ 1,145
2018 2,937
2019 1,379
2020 543
Total $ 6,004

Excess Facility in San Jose, California

In January 2016, the Company exited an excess facility at its U.S. headquarters in San Jose, California and recorded $1.4 million in facility exit costs. The fair
value of these liabilities is based on a net present value model using a credit-adjusted risk-free rate. The liability will be paid out over the remainder of the
leased properties’ terms, which continue through August 2020. As of the cease-use date, the fair value of this restructuring liability totaled $2.5 million.
Offsetting these charges was an adjustment for deferred rent liability relating to this space of $1.1 million. In December 2016, as a result of a change in
estimated sublease income, the restructuring liability was increased by $0.6 million.

The following table summarizes the activity in the Company’s restructuring accrual related to the Harmonic 2016 Restructuring Plan during the nine months
ended September 29, 2017 (in thousands):

Severance and

Excess facilities VDP O benefits @ Total
Balance at December 31, 2016 $ 2,375  $ 9,650 $ 1,519 $ 13,544
Charges for 2016 Harmonic Restructuring Plan 73 1,781 1,137 2,991
Adjustments to restructuring provisions — — ) 7)
Cash payments (921) (6,232) (2,512) (9,665)
Foreign exchange gain — 805 36 841
Balance at September 29, 2017 1,527 6,004 173 7,704
Less: current portion ) (730) (3,519) (173) (4,422)
Long-term portion $ 797 $ 2485 $ — 5 3,282

(1) See discussion of the TVN VDP above for future estimated payments through 2020.
(2) The Company anticipates that the remaining severance and benefits accrual at September 29, 2017 will be fully paid in 2017.

(3) The current portion and long-term portion of the restructuring liability are reported under “Accrued and other current liabilities” and “Other non-current
liabilities”, respectively, on the Company’s Condensed Consolidated Balance Sheets.

Harmonic 2017 Restructuring

In the third quarter of 2017, the Company committed to a new restructuring plan (the “Harmonic 2017 Restructuring Plan”) to better align its operating costs
with the continued decline in its net revenues. The restructuring activities under the Harmonic 2017 Restructuring Plan primarily consisted of global
workforce reductions and an excess facility closure.

In the three and nine months ended September 29, 2017, the Company recorded $2.4 million of restructuring and related charges under the Harmonic 2017
Restructuring Plan consisting of $2.1 million of employee severance and $0.3 million related to the closure of the Company’s research and development
office in New York.

The following table summarizes the activity in the Company’s restructuring accrual related to the Harmonic 2017
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Restructuring Plan during the three months ended September 29, 2017 (in thousands):

Non-VDP Severance

Excess facilities and benefits Total
Charges for 2017 Restructuring Plan 318 2,117 2,435
Cash payments (45) (1,593) (1,638)
Non-cash write-offs 58 — 58
Balance at September 29, 2017 331 524 855
Less: current portion @) (160) (524) (684)
Long-term portion @ $ 171 $ — 5 171

(1) The Company anticipates that the remaining severance and benefits accrual at September 29, 2017 will be fully paid within the next twelve months.

(2) The current portion and long-term portion of the restructuring liability are reported under “Accrued and other current liabilities” and “Other non-current
liabilities”, respectively, on the Company’s Condensed Consolidated Balance Sheets.

NOTE 11: CONVERTIBLE NOTES, OTHER DEBTS AND CAPITAL LEASES
4.00% Convertible Senior Notes

In December 2015, the Company issued $128.25 million in aggregate principal amount of 4.0% unsecured convertible senior notes due December 1, 2020
(the “offering” or “Notes”, as applicable) through a private placement with a financial institution. The Notes do not contain any financial covenants and the
Company can settle the Notes in cash, shares of common stock, or any combination thereof. The Notes can be converted under certain circumstances
described below, based on an initial conversion rate of 173.9978 shares of common stock per $1,000 principal amount of Notes (which represents an initial
conversion price of approximately $5.75 per share). Interest on the Notes is payable semiannually in arrears on June 1 and December 1 of each year.

Concurrent with the closing of the offering, the Company used $49.9 million of the net proceeds to repurchase 11.1 million shares of the Company’s common
stock from purchasers of the offering in privately negotiated transactions. In addition, the Company incurred approximately $4.1 million in debt issuance
costs resulting in net proceeds to the Company of approximately $74.2 million, which was used to fund the TVN acquisition.

Prior to September 1, 2020, holders of the Notes may convert the Notes at their option only under the following circumstances: (1) during any fiscal quarter
commencing after the fiscal quarter ending on April 1, 2016, if the last reported sale price of the Company’s common stock for at least 20 trading days
(whether or not consecutive) during a period of 30 consecutive trading days ending on the last trading day of the immediately preceding fiscal quarter is
greater than or equal to 130% of the conversion price of the Notes on each applicable trading day; (2) during the five business day period after any five
consecutive trading day period (the “measurement period”) in which the trading price per $1,000 principal amount of Notes for each trading day of the
measurement period was less than 98% of the product of the last reported sale price of the Company’s common stock and the conversion rate on each such
trading day; or (3) upon the occurrence of specified corporate events. Commencing on September 1, 2020 until the close of business on the second scheduled
trading day immediately preceding the maturity date, the Notes will be convertible in multiples of $1,000 principal amount regardless of the foregoing
circumstances.

If a fundamental change occurs, holders of the Notes may require the Company to purchase all or any portion of their Notes for cash at a repurchase price
equal to 100% of the principal amount of the Notes to be repurchased, plus any accrued and unpaid interest to, but excluding, the fundamental change
repurchase date. In addition, if specific corporate events occur prior to the maturity date, the conversion rate may be increased for a holder who elects to
convert the Notes in connection with such a corporate event.

In accounting for the issuance of the Notes, the Company separated the Notes into liability and equity components. The carrying amount of the liability
component was calculated by measuring the fair value of a similar liability that does not have an associated convertible feature. The carrying amount of the
equity component representing the conversion option was determined by deducting the fair value of the liability component from the initial proceeds of the
Notes as a whole. The difference between the initial proceeds of the Notes and the liability component (the “debt discount”) of $26.9 million is amortized to
interest expense using the effective interest method over the term of the Notes. The equity component of the Notes is included in additional paid-in capital in
the Condensed Consolidated Balance Sheets and is not remeasured as long as it continues to meet the conditions for equity classification.
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In accounting for the transaction costs related to the issuance of the Notes, the Company allocated the total amount of $4.1 million to the liability and equity
components using the same proportions as the proceeds from the Notes. Transaction costs attributable to the liability component were $3.2 million and were
recorded as a direct deduction from the carrying amount of the debt liability in long-term liability in the Condensed Consolidated Balance Sheets and are
being amortized to interest expense in the Condensed Consolidated Statements of Operations using the effective interest method over the term of the Notes.
Transaction costs attributable to the equity component were $0.9 million and were netted with the equity component of the Notes in additional paid-in capital
in the Condensed Consolidated Balance Sheets.

The following table presents the components of the Notes as of September 29, 2017 and December 31, 2016 (in thousands, except for years and percentages):

September 29, 2017 December 31, 2016

Liability:

Principal amount $ 128,250 $ 128,250

Less: Debt discount, net of amortization (18,680) (22,302)

Less: Debt issuance costs, net of amortization (2,252) (2,689)

Carrying amount $ 107,318  $ 103,259

Remaining amortization period (years) 3.2 3.9

Effective interest rate on liability component 9.94% 9.94%
Equity:

Value of conversion option $ 26,925 $ 26,925

Less: Equity issuance costs (863) (863)

Carrying amount $ 26,062 $ 26,062
The following table presents interest expense recognized for the Notes (in thousands):

Three months ended Nine months ended
September 29, 2017 September 30, 2016 September 29, 2017 September 30, 2016

Contractual interest expense $ 1,283 $ 1,283 $ 3,848 % 3,848
Amortization of debt discount 1,235 1,117 3,623 3,274
Amortization of debt issuance costs 149 135 437 395

Total interest expense recognized $ 2,667 % 2535 § 7,908 $ 7,517

Other Debts and Capital Leases

In connection with the TVN acquisition, the Company assumed a variety of debt and credit facilities in France to satisfy the financing requirements of TVN
operations. These arrangements are summarized in the table below (in thousands):

September 29, 2017 December 31, 2016
Financing from French government agencies related to various government incentive programs (1) $ 20,205 $ 17,930
Term loans @ 1,334 1,400
Obligations under capital leases 1,334 1,860
Total debt obligations 22,873 21,190
Less: current portion (7,434) (7,275)
Long-term portion $ 15,439 $ 13,915

(1) As of September 29, 2017, the Company’s TVN French Subsidiary had an aggregate of $20.2 million of loans due to various financing programs of
French government agencies, $17.3 million of which are related to loans backed by R&D tax credit receivables. As of September 29, 2017, the TVN French
Subsidiary had an aggregate of $26.5 million of R&D tax credit receivables from the French government from 2018 through 2021. (See Note 8, “Balance
Sheet Components-Prepaid expenses
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and other current assets,” for more information). These tax loans have a fixed rate of 0.6%, plus EURIBOR 1 month + 1.3% and mature between 2018
through 2020. The remaining loans of $2.9 million at September 29, 2017 primarily relate to financial support from French government agencies for R&D
innovation projects at minimal interest rates and these loans mature between 2020 through 2023.

(2) One of the term loans with a certain financial institution contains annual covenants that require the TVN French Subsidiary to maintain a minimum
working capital balance and various other financial covenants and restrictions that limit the French Subsidiary’s ability to incur additional indebtedness. The
annual covenant is based on French statutory year-end results and the TVN French Subsidiary failed the 2016 covenant test primarily due to the Company’s
plan to integrate TVIN’s operations into other subsidiaries for tax planning and logistics purposes. In early 2017, the Company informed the financial
institution of the 2016 covenant test results and was told by the financial institution to continue with the original payment schedule. The Company reported
the entire loan balance with this financial institution under “Other debts and capital lease obligations, current” in the Condensed Consolidated Balance Sheets.
The loan balance was approximately $0.4 million at both September 29, 2017 and December 31, 2016.

Future minimum repayments

The table below shows the future minimum repayments of debts and capital lease obligations for TVN as of September 29, 2017 (in thousands):

Years ending December 31, Capital lease obligations Other Debt obligations
2017 (remaining three months) $ 305 $ 616
2018 864 6,058
2019 93 6,995
2020 50 6,800
2021 22 505
Thereafter — 565

Total $ 1,334 $ 21,539

Line of Credit

On September 27, 2017, the Company entered into a Loan and Security Agreement (the “Loan Agreement”) with Silicon Valley Bank (the “Bank”). The Loan
Agreement provides for a secured revolving credit facility in an aggregate principal amount of up to $15.0 million. Under the terms of the Loan Agreement,
the principal amount of loans, plus the face amount of any outstanding letters of credit, at any time cannot exceed up to 85% of the Company’s eligible
receivables. Prior to November 1, 2017, the Company may borrow up to $7.5 million in excess of the borrowing base limit, calculated based on eligible
accounts receivable balances. Under the terms of the Loan Agreement, the Company may also request letters of credit from the Bank. The proceeds of any
loans under the Loan Agreement will be used for working capital and general corporate purposes.

There were no borrowings under the Loan Agreement from the closing of the Loan Agreement through September 29, 2017.

Loans under the Loan Agreement will bear interest, at the Company’s option, and subject to certain conditions, at an annual rate of either a prime rate or a
LIBOR rate (each as customarily defined), plus an applicable margin. The applicable margin for LIBOR rate advances is 2.25%. There will be no applicable
margin for prime rate advances when the Company is in compliance with the liquidity requirement of at least $20.0 million in the aggregate of consolidated
cash plus availability under the Loan Agreement (the “Liquidity Requirement”) and a 0.25% margin for prime rate advances when the Company is not in
compliance with the Liquidity Requirement. The Company may not request LIBOR advances when it is not in compliance with the Liquidity Requirement.
Interest on each advance is due and payable monthly and the principal balance is due at maturity.

The Company’s obligations under the revolving credit facility are secured by a security interest on substantially all of its assets, excluding intellectual
property.

The Loan Agreement contains customary affirmative and negative covenants limiting the Company’s ability and the ability of the Company’s subsidiaries, to,
among other things, dispose of assets, undergo a change in control, merge or consolidate, make acquisitions, incur debt, incur liens, pay dividends, enter into
affiliate transactions, repurchase stock and make investments, in each case subject to certain exceptions. The Company must comply with financial covenants
requiring it to maintain (i) a short-term asset to short-term liabilities ratio of at least 1.10 to 1.00 and (ii) minimum adjusted EBITDA, in the amounts and for
the
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periods as set forth in the Loan Agreement. The Company must also maintain a minimum liquidity amount, comprised of unrestricted cash held at accounts
with the Bank plus proceeds available to be drawn under the Loan Agreement, equal to (i) at least $15.0 million at all times on or prior to October 31, 2017
and (ii) at least $10.0 million at all times on and after November 1, 2017. As of September 29, 2017, the Company was in compliance with the covenants
under the Loan Agreement.

NOTE 12: EMPLOYEE BENEFIT PLANS AND STOCK-BASED COMPENSATION
Equity Award Plans

The Company’s stock benefit plans include the employee stock purchase plan and current active stock plans adopted in 1995 and 2002 as well as one stock
plan in connection with an acquisition in 2010. See Note 13, “Employee Benefit Plans and Stock-based Compensation” of Notes to Consolidated Financial
Statements in the 2016 Form 10-K for details pertaining to each plan.

The Company’s stockholders approved an amendment to the 1995 Stock Plan at the Company’s 2017 annual meeting of stockholders (the “2017 Annual
Meeting”) which increased the number of shares of common stock reserved for issuance under the 1995 Stock Plan by 7,000,000 shares. The Company’s
stockholders also approved an amendment to the 2002 Director Stock Plan at the 2017 Annual Meeting which increased the number of shares of common
stock reserved for issuance under the 2002 Director Stock Plan by 400,000 shares.

The following table summarizes the Company’s stock option, restricted stock units (“RSUs”), performance-based stock awards (“PRSUs”) and market-based
awards activities during the nine months ended September 29, 2017 (in thousands, except per share amounts):

Stock Options Outstanding RSUs Outstanding**
Weighted
Average
Shares Number Weighted Number Grant
Available for of Average of Date Fair
Grant Shares Exercise Price Units Value
Balance at December 31, 2016 3,912 5019 $ 6.01 3,864 $ 4.26
Authorized 7,400 — — — —
Granted* (4,446) 30 5.10 2,943 5.40
Options exercised — 97) 3.03 — —
Shares released — — — (2,244) 4.12
Forfeited* 2,490 (717) 5.95 (1,182) 5.05
Balance at September 29, 2017 9,356 4,235 $ 6.09 3,381 §$ 5.04

* Grants of RSUs and any non-statutory stock options issued at prices less than the fair market value on the date of grant decrease the plan reserve 1.5 shares
for every unit or share granted and any forfeitures of these awards due to their not vesting would increase the plan reserve by 1.5 shares for every unit or share
forfeited.

** The preceding table includes PRSUs and market-based award activities during the nine months ended September 29, 2017.
Performance-based awards (PRSU5s)

In August 2016, the Company granted 898,533 shares of PRSUs to fund a portion of its 2016 incentive bonus payment obligations to its key executives and
other eligible employees. From March 2017 through April 2017, the Company granted another 582,806 PRSUs to fund its first half 2017 incentive bonus
payment obligations. The vesting of the PRSUs is based on the achievement of certain financial and non-financial operating goals of the Company and
vesting occurs within three to six months from the grant date. Each quarterly period, the Company estimates the probability of the achievement of these
performance goals and recognizes any related stock-based compensation expense. If the achievement of such performance goals is not probable, no
compensation expense is recognized.

Market-based awards

In the nine months ended September 29, 2017, the Company granted 344,500 RSUs to its key executives and certain eligible employees that may vest during
a three-year period as part of its long-term incentive program. The vesting conditions of these
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awards are tied to the market value of the Company's common stock. The fair value of these shares was estimated using a Monte-Carlo simulation.

The following table summarizes information about stock options outstanding as of September 29, 2017 (in thousands, except per share amounts and terms):

Weighted
Weighted Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Shares Price Term (Years) Value
Vested and expected to vest 4,176  $ 6.10 31 $ 84
Exercisable 3,505 6.31 2.7 84

The intrinsic value of options vested and expected to vest and exercisable as of September 29, 2017 is calculated based on the difference between the exercise
price and the fair value of the Company’s common stock as of September 29, 2017. The intrinsic value of options exercised is calculated based on the
difference between the exercise price and the fair value of the Company’s common stock as of the exercise date. The intrinsic value of options exercised
during the three and nine months ended September 29, 2017 was $6,000 and $0.3 million, respectively. The intrinsic value of options exercised during both
the three months and nine months ended September 30, 2016 was $0.1 million.

The following table summarizes information about RSUs and PRSUs outstanding as of September 29, 2017 (in thousands, except term):

Number of Weighted
Shares Average
Underlying Remaining
Restricted Vesting Aggregate
Stock Period Fair
Units (Years) Value
Vested and expected to vest 2,759 08 $ 8,415

The fair value of RSUs and PRSUs vested and expected to vest as of September 29, 2017 is calculated based on the fair value of the Company’s common
stock as of September 29, 2017.

Employee Stock Purchase Plan (“ESPP”)

The Company’s stockholders approved an amendment to the 2002 Employee Stock Purchase Plan (the “ESPP”) at the 2017 Annual Meeting which increased
the number of shares of common stock reserved for issuance under the ESPP by 1,500,000 shares. As of September 29, 2017, the number of shares of
common stock available for issuance under the ESPP was 1,114,796. In the event that there are insufficient shares in the plan to fully fund the issuance, the
available shares will be allocated across all participants based on their contributions relative to the total contributions received for the offering period.

Retirement Benefit Plan

As part of the TVN acquisition the Company assumed obligations under a defined benefit pension plan. The plan is unfunded and there are no contributions
to the plan required by any laws or funding regulations, discretionary contributions or non-cash contributions expected to be made. The table below shows the
components of net periodic benefit costs (in thousands):

Three months ended Nine months ended
September 29, September 30,
September 29, 2017 September 30, 2016 2017 2016
Service cost $ 5 $ 70 $ 165 $ 164
Interest cost 16 29 48 68
Recognized net actuarial loss 1 — 4 —
Net periodic benefit cost included in operating loss $ 72 % 9 $ 217 % 232

The present value of the Company’s pension obligation as of September 29, 2017 was $5.1 million, of which $55,000 was reported under “Accrued and other
liabilities” and $5.0 million was reported under “Other non-current liabilities” on the Company’s
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Condensed Consolidated Balance Sheets. The present value of the Company’s pension obligation as of December 31, 2016 was $4.3 million.

401(k) Plan

The Company has a retirement/savings plan for its U.S. employees, which qualifies as a thrift plan under Section 401(k) of the Internal Revenue Code. This
plan allows participants to contribute up to the applicable Internal Revenue Code limitations under the plan. The Company has made discretionary
contributions to the plan of 25% of the first 4% contributed by eligible participants, up to a maximum contribution per participant of $1,000 per year. The
contributions for the nine months ended September 29, 2017 and September 30, 2016 were $326,000 and $316,000, respectively.

Stock-based Compensation

The following table summarizes stock-based compensation expense for all plans (in thousands):

Three months ended Nine months ended
September 29, September 30, September 29, September 30,
2017 2016 2017 2016
Stock-based compensation in:

Cost of revenue $ 478  $ 360 $ 1,623 $ 1,011
Research and development expense 1,183 771 3,496 2,581
Selling, general and administrative expense 2,059 1,549 5,988 4,950
Total stock-based compensation in operating expense 3,242 2,320 9,484 7,531
Total stock-based compensation $ 3,720 % 2,680 $ 11,107 $ 8,542

As of September 29, 2017, the Company had approximately $13.5 million of unrecognized stock-based compensation expense related to unvested stock
options and awards that are expected to be recognized over a weighted-average period of approximately 1.6 years.

Valuation Assumptions

The Company estimates the fair value of employee stock options and stock purchase rights under the ESPP using a Black-Scholes option valuation model.
The value of the stock purchase rights under the ESPP consists of: (1) the 15% discount on the purchase of the stock; (2) 85% of the fair value of the call
option; and (3) 15% of the fair value of the put option. The call option and put option were valued using the Black-Scholes option pricing model. At the date
of grant, the Company estimated the fair value of each stock option grant and stock purchase right granted under the ESPP using the following weighted
average assumptions:

Employee Stock Options

Three months ended Nine months ended
September 30, September 29, September 30,
2016 2017 2016
Expected term (years) 4.30 4.60 4.30
Volatility 39% 43% 36%
Risk-free interest rate 1.0% 1.7% 1.4%
Expected dividends 0.0% 0.0% 0.0%

There were no employee stock options granted in the three months ended September 29, 2017.
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ESPP Purchase Period Ending

December 31, June 30, December 31, July 1,
2017 2017 2016 2016
Expected term (years) 0.50 0.49 0.50 0.5
Volatility 43% 41% 70% 54%
Risk-free interest rate 1.2% 1.0% 0.6% 0.4%
Expected dividends 0.0% 0.0% 0.0% 0.0%
Estimated weighted average fair value per share at purchase date $1.42 $1.40 $1.04 $1.19

The expected term of the employee stock options represents the weighted-average period that the stock options are expected to remain outstanding. The
computation of the expected term was determined based on historical experience of similar awards, giving consideration to the contractual terms of the stock-
based awards, vesting schedules and expectations of future employee behavior. The expected term of the stock purchase rights under the ESPP represents the
period of time from the beginning of the offering period to the purchase date. The Company uses its historical volatility for a period equivalent to the
expected term of the options to estimate the expected volatility. The risk-free interest rate that the Company uses in the Black-Scholes option valuation model
is based on U.S. Treasury zero-coupon issues with remaining terms similar to the expected term. The Company has never declared or paid any cash dividends
and does not plan to pay cash dividends in the foreseeable future, and, therefore, used an expected dividend yield of zero in the valuation model.

Prior to January 1, 2017, stock-based compensation expense was recorded net of estimated forfeitures in the Company’s condensed consolidated statements of
operations and, accordingly, was recorded for only those stock-based awards that the Company expected to vest. Upon the adoption of the accounting
standard update (ASU 2016-09, “Improvements to Employee Share-Based payments”) issued by FASB, effective January 1, 2017, the Company changed its
accounting policy to account for forfeitures as they occur. The change was applied on a modified retrospective approach with a cumulative effect adjustment
of $69,000 to retained earnings as of January 1, 2017 (which increased the accumulated deficit).

The Company estimated the fair value of the market-based awards granted in March 2017 on the date of grant using a Monte Carlo simulation with the
following assumptions: volatility 46.7%, risk-free interest rate 1.57% and dividend yield of 0%.

Total compensation cost recognized related to these market-based awards was approximately $0.4 million and $0.8 million for the three and nine months
ended September 29, 2017, respectively. As of September 29, 2017, $0.5 million of total unrecognized compensation cost related to these awards is expected
to be recognized over a weighted-average period of approximately 0.56 years.

The weighted-average fair value per share of options granted was $1.00 for the three months ended September 30, 2016. There were no options granted
during the three months ended September 29, 2017. The weighted-average fair value per share of options granted was $1.85 and $0.97 for the nine months
ended September 29, 2017 and September 30, 2016, respectively.

The fair value of all stock options vested during the three months ended September 29, 2017 and September 30, 2016 was $0.3 million and $0.4 million,
respectively. The fair value of all stock options vested during the nine months ended September 29, 2017 and September 30, 2016 was $1.4 million and $1.8
million, respectively.

There were no realized tax benefits attributable to stock options exercised in jurisdictions where this expense is deductible for tax purposes for the three and
nine months ended September 29, 2017 and September 30, 2016, respectively.

The aggregate fair value of RSUs and PRSUs released during the three months ended September 29, 2017 and September 30, 2016 was $1.9 million and $1.6

million, respectively. The aggregate fair value of RSUs and PRSUs released during the nine months ended September 29, 2017 and September 30, 2016 was
$9.2 million and $8.6 million, respectively.

28



Table of Contents

NOTE 13: INCOME TAXES

The Company reported the following operating results for the periods presented (in thousands):

Three months ended Nine months ended
September 29, September 30, September 29, September 30,
2017 2016 2017 2016
Loss before income taxes $ (17,498) $ (16,254) $ (72,678) $ (61,353)
(Benefit from) provision for income taxes (1,915) (242) (1,568) 518
Effective income tax rate 10.9% 1.5% 2.2% (0.8)%

The Company operates in multiple jurisdictions and its profits are taxed pursuant to the tax laws of these jurisdictions. The Company’s effective income tax
rate may be affected by changes in, or interpretations of tax laws and tax agreements in any given jurisdiction, utilization of net operating loss and tax credit
carry forwards, changes in geographical mix of income and expense, and changes in management’s assessment of matters such as the ability to realize
deferred tax assets. The Company’s effective tax rate varies from year to year primarily due to the absence of several onetime, discrete items that benefited or
decremented the tax rates in the previous years.

The Company’s effective income tax rate of 2.2% for the nine months ended September 29, 2017 was different from the U.S. federal statutory rate of 35%,
primarily due to the Company’s geographical income mix and favorable tax rates associated with certain earnings from operations in lower-tax jurisdictions,
partially offset by the increase in the valuation allowance against U.S. federal, California and other state deferred tax assets and detriment from non-
deductible stock-based compensation. In addition, in the first quarter of 2017, the Company was able to recognize a one-time tax benefit of approximately
$1.2 million as a result of the merger of the Company’s two subsidiaries in Israel, which was approved by the Israeli government in the first quarter of 2017.
In the third quarter of 2017, the Company recorded $2.4 million of tax benefit associated with the release of tax reserves for uncertain tax positions resulting
from the expiration of the statutes of limitations on the Company’s US corporate tax returns for the 2013 tax year. For the nine months ended September 29,
2017, the remaining discrete adjustments to the Company's tax expense were primarily withholding taxes and the accrual of interest on uncertain tax
positions.

The Company's effective income tax rate of (0.8)% for the nine months ended September 30, 2016 was different from the U.S. federal statutory rate of 35%,
primarily due to favorable tax rates associated with certain earnings from operations in lower-tax jurisdictions, and the tax benefit from the realization of
certain deferred tax assets as a result of the TVN acquisition, partially offset by the increase in the valuation allowance against U.S. federal, California and
other state deferred tax assets, detriment from non-deductible stock-based compensation, non-deductible amortization of foreign intangibles, and the net of
various discrete tax adjustments.

The Company files U.S. federal and state, and foreign income tax returns in jurisdictions with varying statutes of limitations during which such tax returns
may be audited and adjusted by the relevant tax authorities. The 2014 through 2016 tax years generally remain subject to examination by U.S. federal and
most state tax authorities. In significant foreign jurisdictions, the 2007 through 2016 tax years generally remain subject to examination by their respective tax
authorities. In 2016, the U.S. Internal Revenue Service concluded its examination of the Company’s income tax return for the tax year 2012, which
commenced in August 2015. In addition, a subsidiary of the Company was under audit for the 2012 and 2013 tax years, which commenced in 2015, by the
Israel tax authority and concluded with no adjustment. If, upon the conclusion of an audit, the ultimate determination of taxes owed in the jurisdictions under
audit is for an amount in excess of the tax provision the Company has recorded in the applicable period, the Company’s overall tax expense, effective tax rate,
operating results and cash flow could be materially and adversely impacted in the period of adjustment.

The Company’s operations in Switzerland are subject to a reduced tax rate under the Switzerland tax holiday which requires various thresholds of investment
and employment in Switzerland. The Company has met these various thresholds and the Switzerland tax holiday is effective through the end of 2018.

As of September 29, 2017, the total amount of gross unrecognized tax benefits, including interest and penalties, was approximately $17.6 million, of which
$0.7 million would affect the Company’s effective tax rate if the benefits are eventually recognized. The remaining gross unrecognized tax benefit does not
affect the Company’s effective tax rate as it relates to positions that would be settled with tax attributes such as net operating loss carryforward or tax credits
previously subject to a valuation allowance. The Company recognizes interest and penalties related to unrecognized tax positions in income tax expense. The
Company had $0.4 million of gross interest and penalties accrued as of September 29, 2017. The Company will continue to review its tax positions and
provide for, or reverse, unrecognized tax benefits as issues arise. As of September 29, 2017, the Company anticipates that the balance of gross unrecognized
tax benefits will decrease up to approximately $0.5 million due to expiration of the applicable statutes of limitations over the next 12 months.
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In March 2016, the FASB issued an accounting standard update for the accounting of share-based payment transactions, including the income tax
consequences, classification of awards as either equity or liabilities and classification on the statement of cash flows. The new standard eliminated the
requirement to report excess tax benefits and certain tax deficiencies related to share-based payment transactions as additional paid-in capital. It also removes
the requirement to delay recognition of a windfall tax benefit until it reduces current taxes payable. Under the new guidance, the benefit will be recorded
when it arises, subject to normal valuation allowance considerations. The Company adopted this new accounting standard beginning in the first quarter of
fiscal 2017 using a modified-retrospective transition method and recorded a cumulative effect of $4.6 million of additional gross deferred tax asset associated
with shared-based payment and an offsetting valuation allowance of the same amount, therefore resulting in no net impact to the Company’s beginning
retained earnings.

In October 2016, the FASB issued an accounting standard update which requires companies to recognize the income tax consequences of all intra-entity sales
of assets other than inventory when they occur. As a result, a reporting entity would recognize the tax expense from the sale of the asset in the seller’s tax
jurisdiction when the transfer occurs, even though the pre-tax effects of that transaction are eliminated in consolidation. Any deferred tax asset that arises in
the buyer’s jurisdiction would also be recognized at the time of the transfer. The Company early adopted this accounting standard update during the first
quarter of fiscal 2017 on a modified retrospective approach and recorded a cumulative-effect adjustment of $1.4 million to the retained earnings as of January
1, 2017 (which reduced the accumulated deficit). Correspondingly, in the first quarter of fiscal 2017, the Company recognized an additional $1.1 million of
net deferred tax assets, after netting with $2.1 million of valuation allowance, and write off the remaining $0.3 million of unamortized tax expenses deferred
under the previous guidance to provision for income taxes in the first quarter of fiscal 2017.

NOTE 14: NET LOSS PER SHARE

The following table sets forth the computation of the basic and diluted net loss per share (in thousands, except per share amounts):

Three months ended Nine months ended
September 29, September 30, September 29, September 30,
2017 2016 2017 2016

Numerator:

Net loss $ (15,583) $ (16,012) $ (71,110) $ (61,871)
Denominator:

Weighted average number of common shares outstanding

Basic and diluted 81,445 78,092 80,618 77,475
Net loss per share:

Basic and diluted $ (0.19) $ 0.21) $ 0.88) $ (0.80)

The diluted net loss per share is the same as basic net loss per share for the three and nine months ended September 29, 2017 and September 30, 2016 because
potential common shares are only considered when their effect would be dilutive. The following table sets forth the potential weighted common shares
outstanding that were excluded from the computation of basic and diluted net loss per share calculations (in thousands):

Three months ended Nine months ended
September 29, September 30, September 29, September 30,
2017 2016 2017 2016
Stock options 4,377 5,193 4,628 5,389
RSUs 3,213 2,800 3,107 2,273
Stock purchase rights under the ESPP 1,118 1,212 630 641
Warrants ) 782 43 782 14
Total 9,490 9,248 9,147 8,317

(1) On September 26, 2016, in connection with the execution of a product supply agreement pursuant to which an affiliate of Comcast Corporation (together
with Comcast Corporation, “Comcast”) may, in its sole discretion, purchase from the Company
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licenses to certain of the Company’s software products, the Company granted Comcast a warrant to purchase shares of its common stock. (See Note 15,
“Warrants” for additional information).

Excluded from the table above are the Notes, which are convertible under certain conditions into an aggregate of 22,304,348 shares of common stock. (See
Note 11, “Convertible Notes, Other Debts and Capital Leases” for additional information on the Notes). Since the Company’s intent is to settle the principal
amount of the Notes in cash, the treasury stock method is being used to calculate any potential dilutive effect of the conversion spread on diluted net income
per share, if applicable. The conversion spread will have a dilutive impact on diluted net income per share when the Company’s average market price of its
common stock for a given period exceeds the conversion price of $5.75 per share.

NOTE 15: WARRANTS

On September 26, 2016, the Company issued a Warrant to Comcast pursuant to which Comcast may, subject to certain vesting provisions, purchase up to
7,816,162 shares of the Company’s common stock subject to adjustment in accordance with the terms of the Warrant, for a per share exercise price of $4.76.
Comcast may exercise the Warrant for cash or on a net share basis. The Warrant expires on September 26, 2023 or the prior consummation of a change of
control of the Company.

Comcast’s right to purchase 781,617 shares was vested as of the issuance date as an incentive to enter into the software license product supply agreement.
Comcast’s rights to purchase an additional 1,954,042 shares vest upon achievement of milestones that occur upon or prior to Comcast’s election for enterprise
license pricing for certain of the Company’s software products. Such pricing would obligate Comcast to make certain total payments to the Company over the
term of the product supply agreement. These rights are expected to vest in 2018. Comcast’s rights to purchase an additional 1,172,425 shares vest when
Comcast exceeds specified cumulative purchase amounts from the Company under the product supply agreement. Comcast’s rights to purchase the remaining
3,908,081 shares vest in specified tranches at the earlier of Comcast’s enterprise license pricing election (if completed by a certain date) or achievement of
specified cumulative purchase amounts from the Company.

The $1.6 million value of the vested portion of the Warrant has been determined using the Black-Scholes option valuation model using the following
assumptions: expected term of 7 years, volatility of 42%, risk-free interest rate of 1.4%, and expected dividends of 0.0%. The Warrant is considered indexed
to the Company’s common stock and classified as stockholders’ equity based on its terms. Accordingly, the vested Warrant amount was included in
“Additional paid-in capital” on the Company’s Condensed Consolidated Balance Sheet and will not be remeasured in the future periods.

The Warrant is considered an incentive for Comcast to purchase certain of the Company’s products. Therefore the value of the Warrant is recorded as a
reduction in the Company’s net revenues to the extent such value does not exceed net revenues from pertinent sales to Comcast. The portion of the Warrant
which vested on September 26, 2016 had a value of approximately $1.6 million and is deemed a customer incentive paid upfront and cumulatively, $0.5
million of this prepaid incentive has been recorded as a reduction to the Company’s net revenues from Comcast. The remaining $1.1 million of this prepaid
incentive is reported as an asset under “Prepaid expenses and other current assets” on the Company’s Condensed Consolidated Balance Sheet as of
September 29, 2017. The Company considers this asset to be recoverable based on the expectation of Comcast’s future purchases of the pertinent products.

NOTE 16: STOCKHOLDERS’ EQUITY
Accumulated Other Comprehensive Income (Loss) (“AOCI”)

The components of AOCI, on an after-tax basis where applicable, were as follows (in thousands):

Unrealized Gains

Foreign Currency (Losses) on Available-
Translation Adjustments for-Sale Investments Actuarial Loss Total
Balance as of December 31, 2016 $ (7,267) $ 276  $ 279) $ (7,270)
Other comprehensive income (loss) before reclassifications 7,147 (605) — 6,542
Provision for income taxes — ) — )
Balance as of September 29, 2017 $ (120) $ (331) $ 279) $ (730)
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The effects of amounts reclassified from AOCI into the Condensed Consolidated Statement of Operations were as follows (in thousands):

Three months ended

Nine months ended

September 29, 2017 September 30, 2016 September 29, 2017 September 30, 2016
Gains (losses) on cash flow hedges from foreign currency
contracts:
Cost of revenue $ — 8 6 $ — 3 (7)
Operating expenses = 41 = (46)
Total reclassifications from AOCI $ — 47  $ — % (53)

As of September 29, 2017, there was no AOCI balance, and during the nine months ended September 29, 2017, there were no reclassifications from AOCI, as

there were no cash flow hedge contracts outstanding at September 29, 2017 and December 31, 2016.

Common Stock Repurchases

Our stock repurchase program expired on December 31, 2016. Further stock repurchases would require authorization from the Board.

NOTE 17: SEGMENT INFORMATION

Operating segments are defined as components of an enterprise that engage in business activities for which separate financial information is available and
evaluated by the Company’s Chief Operating Decision Maker ( the “CODM?”), which for Harmonic is its Chief Executive Officer, in deciding how to allocate
resources and assess performance. Based on our internal reporting structure, the Company consists of two operating segments: Video and Cable Edge. The
operating segments were determined based on the nature of the products offered. The Video segment sells video processing and production and playout
solutions and services worldwide to broadcast and media companies, streaming new media companies, cable operators, and satellite and telecommunications
(telco) Pay-TV service providers. The Cable Edge segment sells cable edge solutions and related services to cable operators globally.

On February 29, 2016, the Company completed its acquisition of 100% of the outstanding equity of TVN and assigned TVN to its Video operating segment.

The Company does not allocate amortization of intangibles, stock-based compensation, restructuring and related charges, TVN acquisition- and integration-
related costs, and certain other non-recurring charges to the operating income for each segment because management does not include this information in the
measurement of the performance of the operating segments. A measure of assets by segment is not applicable as segment assets are not included in the

discrete financial information provided to the CODM.

The following tables provide summary financial information by reportable segment (in thousands):
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Three months ended Nine months ended
September 29, 2017 September 30, 2016 September 29, 2017 September 30, 2016

Net revenue:

Video $ 84,155 $ 91,353 $ 231,876 $ 246,949

Cable Edge 7,859 10,053 25,396 45,860
Total consolidated net revenue $ 92,014 $ 101,406 $ 257,272 % 292,809
Operating income (loss):

Video $ 7,009 $ 4,886 $ (7,774) $ (1,943)

Cable Edge (5,357) (4,767) (18,848) (7,118)
Total segment operating (loss) income 1,652 119 (26,622) (9,061)
Unallocated corporate expenses (10,050) (4,983) (18,825) (20,493)
Stock-based compensation (3,720) (2,680) (11,107) (8,542)
Amortization of intangibles (2,088) (4,389) (6,232) (12,711)
Loss from operations (14,206) (11,933) (62,786) (50,807)
Non-operating expense, net (3,292) (4,321) (9,892) (10,546)
Loss before income taxes $ (17,498) $ (16,254) $ (72,678) $ (61,353)

NOTE 18: COMMITMENTS AND CONTINGENCIES

Leases

Future minimum lease payments under non-cancelable operating leases as of September 29, 2017 are as follows (in thousands):

Years ending December 31,

2017 (remaining three months) $ 3,359
2018 13,053
2019 11,607
2020 8,218
2021 2,738
Thereafter 11,169
Total $ 50,144
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Warranties

The Company accrues for estimated warranty costs at the time of product shipment. Management periodically reviews the estimated fair value of its warranty
liability and records adjustments based on the terms of warranties provided to customers, historical and anticipated warranty claims experience, and estimates
of the timing and cost of warranty claims. Activity for the Company’s warranty accrual, which is included in accrued and other current liabilities, is
summarized below (in thousands):

Three months ended Nine months ended
September 29, September 30, September 29, September 30,
2017 2016 2017 2016

Balance at beginning of period $ 4,142 % 5095 $ 4,862 $ 3,913

Balance assumed from TVN acquisition — — — 1,012

Accrual for current period warranties 1,354 1,552 3,849 4,527

Changes in liability related to pre-existing warranties — (99) — (173)

Warranty costs incurred (1,155) (1,469) (4,370) (4,200)
Balance at end of period $ 4341 $ 5079 $ 4,341  $ 5,079

Purchase Obligations

The Company relies on a limited number of contract manufacturers and suppliers to provide manufacturing services for a substantial majority of its products.
Obligations to purchase inventory and other commitments are generally expected to be fulfilled within one year. The Company had approximately $27.8
million of non-cancelable commitments to purchase inventories and other commitments as of September 29, 2017.

Standby Letters of Credit and Guarantees

The Company’s financial guarantees consisted of standby letters of credit and bank guarantees. As of September 29, 2017, the Company had $0.8 million of
standby letters of credit outstanding primarily related to its credit card facility in Switzerland and, to a lesser extent, performance bond and state requirements
imposed on employers. In addition, the Company had $1.9 million of bank guarantees outstanding as of September 29, 2017, of which $1.3 million was
related to a building lease for the TVN French Subsidiary, $0.3 million was related to the building leases in Israel, and the remaining amount was mostly
related to performance bonds issued to customers of the TVN French Subsidiary.

Indemnification

Harmonic is obligated to indemnify its officers and the members of its Board of Directors (the “Board”) pursuant to its bylaws and contractual indemnity
agreements. Harmonic also indemnifies some of its suppliers and most of its customers for specified intellectual property matters pursuant to certain
contractual arrangements, subject to certain limitations. The scope of these indemnities varies, but, in some instances, includes indemnification for damages
and expenses (including reasonable attorneys’ fees). There have been no amounts accrued in respect of these indemnification provisions through September
29, 2017.

Legal proceedings

In October 2011, Avid Technology, Inc. (“Avid”) filed a complaint in the United States District Court for the District of Delaware alleging that our MediaGrid
product infringes two patents held by Avid. A jury trial on this complaint commenced on January 23, 2014 and, on February 4, 2014, the jury returned a
unanimous verdict in favor of us, rejecting Avid’s infringement allegations in their entirety. In January 2015, Avid filed an appeal with respect to the jury’s
verdict with the Federal Circuit. In January 2016, the Federal Circuit issued an order vacating the verdict of noninfringement and remanding the case to the
trial court for a new trial on infringement.

In June 2012, Avid served a subsequent complaint in the United States District Court for the District of Delaware alleging that our Spectrum product infringes
one patent held by Avid. The complaint sought injunctive relief and unspecified damages. In September 2013, the U.S. Patent Trial and Appeal Board
(“PTAB”) authorized an inter partes review to be instituted as to claims 1-16 of the patent asserted in this second complaint. In July 2014, the PTAB issued a
decision finding claims 1-10 invalid and claims 11-16 not invalid. We filed an appeal with respect to the PTAB’s decision on claims 11-16 in September 2014,
and the Federal Circuit affirmed the PTAB’s decision in April 2016.

In July 2017, the court issued a scheduling order consolidating both cases and setting the trial date for November 6, 2017.
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On October 19, 2017, the parties agreed to settle the consolidated cases by entering into a settlement and patent portfolio cross-license agreement, and the
cases were dismissed with prejudice. The settlement included a multi-year patent portfolio cross-license. In connection with the agreement, the Company
recorded a $6.0 million litigation settlement expense in the three months ended September 29, 2017 and this expense is included in “Selling, general and
administrative expenses” in the Company’s Condensed Consolidated Statement of Operations. The associated $6.0 million settlement liability is recorded

as $2.5 million and $3.5 million in “Accrued Liabilities” and “Other non-current liabilities”, respectively, in the Company’s Condensed Consolidated Balance
Sheets as of September 29, 2017. On October 24, 2017, the Company paid the first $2.5 million to Avid in accordance with the terms of the settlement
agreement and the remaining $1.5 million and $2.0 million will be paid in the second quarter of 2019 and the third quarter of 2020, respectively.

From time to time, the Company is involved in lawsuits as well as subject to various legal proceedings, claims, threats of litigation, and investigations in the
ordinary course of business, including claims of alleged infringement of third-party patents and other intellectual property rights, commercial, employment,
and other matters. The Company assesses potential liabilities in connection with each lawsuit and threatened lawsuits and accrues an estimated loss for these
loss contingencies if both of the following conditions are met: information available prior to issuance of the financial statements indicates that it is probable
that a liability has been incurred at the date of the financial statements and the amount of loss can be reasonably estimated. While certain matters to which the
Company is a party specify the damages claimed, such claims may not represent reasonably probable losses. Given the inherent uncertainties of litigation, the
ultimate outcome of these matters cannot be predicted at this time, nor can the amount of possible loss or range of loss, if any, be reasonably estimated.

The Company is unable to predict the outcome of these lawsuits and therefore is unable to estimate an amount or range of any reasonably possible losses
resulting from them. An unfavorable outcome on any litigation matter could require that the Company pay substantial damages, or, in connection with any
intellectual property infringement claims, could require that the Company pay ongoing royalty payments or could prevent the Company from selling certain
of its products. As a result, a settlement of, or an unfavorable outcome on, any of the matters referenced above or other litigation matters could have a
material adverse effect on the Company’s business, operating results, financial condition and cash flows.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The terms “Harmonic,” “Company,” “we,” “us,” “its,” and “our,” as used in this Quarterly Report on Form 10-Q (this “Form 10-Q”), refer to Harmonic Inc.
and its subsidiaries and its predecessors as a combined entity, except where the context requires otherwise.

Some of the statements contained in this Form 10-Q are forward-looking statements that involve risk and uncertainties. The statements contained in this Form
10-Q that are not purely historical are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and

Section 21E of the Securities Exchange Act of 1934, as amended, including, without limitation, statements regarding our expectations, beliefs, intentions or
strategies regarding the future. In some cases, you can identify forward-looking statements by terminology such as, “may,” “will,” “should,” “expects,”
“plans,” “anticipates,” “believes,” “intends,” “estimates,” “predicts,” “potential,” or “continue” or the negative of these terms or other comparable
terminology. These forward-looking statements include, but are not limited to, statements regarding:

2« 3« 2«

* developing trends and demands in the markets we address, particularly emerging markets;
+ economic conditions, particularly in certain geographies, and in financial markets;

» new and future products and services;

»  capital spending of our customers;

*  our strategic direction, future business plans and growth strategy;

» industry and customer consolidation;

+ expected demand for and benefits of our products and services;

+ seasonality of revenue and concentration of revenue sources;

»  expectations regarding the impact of our TVN acquisition;

+  expectations regarding our CableOS solutions;
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»  expectations regarding the impact of the Warrant issued to Comcast on our business;

+ potential future acquisitions and dispositions;

+ anticipated results of potential or actual litigation;

*  our competitive environment;

» the impact of our restructuring plans;

+  the impact of governmental regulation;

+ anticipated revenue and expenses, including the sources of such revenue and expenses;

» expected impacts of changes in accounting rules;

»  expectations regarding the usability of our inventory and the risk that inventory will exceed forecasted demand;
+ expectations and estimates related to goodwill and intangible assets and their associated carrying value;
» use of cash, cash needs and ability to raise capital; and

+ the condition of our cash investments.

These statements are subject to known and unknown risks, uncertainties and other factors, any of which may cause our actual results to differ materially from
those implied by the forward-looking statements. Important factors that may cause actual results to differ from expectations include those discussed in “Risk

Factors” beginning on page 50 of this Form 10-Q. All forward-looking statements included in this Form 10-Q are based on information available to us on the
date thereof, and we assume no obligation to update any such forward-looking statements.

OVERVIEW

We design, manufacture and sell versatile and high performance video infrastructure products and system solutions that enable our customers to efficiently
create, prepare and deliver a full range of video and broadband services to consumer devices, including televisions, personal computers, laptops, tablets and
smart phones.

We do business in three geographic regions: the Americas, EMEA, and APAC and operate in two segments, Video and Cable Edge. Our Video business sells
video processing, production and playout solutions, and services worldwide to cable operators and satellite and telecommunications (“telco”) Pay-TV service
providers, which we refer to collectively as “service providers,” and to broadcast and media companies, including streaming new media companies. Our
Video business infrastructure solutions are delivered either through shipment of our products, software licenses or as software-as-a-service (“SaaS”)
subscriptions. Our Cable Edge business sells cable access solutions and related services, primarily to cable operators globally.

On February 29, 2016, through our wholly-owned subsidiary Harmonic International AG, we completed our acquisition of 100% of the share capital and
voting rights of TVN for $82.5 million in cash. TVN, a global leader in advanced video compression solutions, is headquartered in Rennes, France. The TVN
acquisition was primarily funded with cash proceeds from the issuance of the Notes in December 2015.

TVN is now a part of our Video segment and its results of operations are included in our Condensed Consolidated Statements of Operations beginning March
1, 2016. The acquisition of TVN is intended to strengthen our competitive position in the video infrastructure market as well as to enhance the depth and scale
of our research and development and service and support capabilities in the video arena. We believe that the combined product portfolios, research and
development teams and global sales and service personnel of Harmonic and TVN will allow us to accelerate innovation for our customers while leveraging
greater scale to drive operational efficiencies. (See Note 3, “Business Acquisition,” of the notes to our Condensed Consolidated Financial Statements for
additional information on the acquisition).

Historically, our revenue has been dependent upon capital spending in the cable, satellite, telco, broadcast and media industries, including streaming media.
Our customers’ capital spending patterns are dependent on a variety of factors, including but not limited to: economic conditions in the U.S. and international
markets; access to financing; annual budget cycles of each of the industries we serve; impact of industry consolidations; and customers suspending or
reducing capital spending in anticipation of new products or new standards, new industry trends and/or technology shifts. If our product portfolio and product
development plans do not position us well to capture an increased portion of the capital spending in the markets in which we compete, our revenue may
decline. As we attempt to further diversify our customer base in these markets, we may need to
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continue to build alliances with other equipment manufacturers, content providers, resellers and system integrators, managed services providers and software
developers; adapt our products for new applications; take orders at prices resulting in lower margins; and build internal expertise to handle the particular
operational, payment, financing and/or contractual demands of our customers, which could result in higher operating costs for us. Implementation issues with
our products or those of other vendors have caused in the past, and may cause in the future, delays in project completion for our customers and delay our
recognition of revenue.

A majority of our revenue has been derived from relatively few customers, due in part to the consolidation of our service provider customers. Sales to our 10
largest customers during the three and nine months ended September 29, 2017 accounted for 28% and 26% of our net revenue, respectively, compared to 28%
and 30%, respectively, for the corresponding periods in 2016. Although we are attempting to broaden our customer base by penetrating new markets and
further expanding internationally, we expect to see continuing industry consolidation and customer concentration. During each of the three and nine months
ended September 29, 2017, as well as the corresponding periods in 2016, no customer accounted for more than 10% of our net revenue. The loss of any
significant customer, any material reduction in orders by any significant customer, or our failure to qualify our new products with a significant customer could
materially and adversely affect our operating results, financial condition and cash flows.

Our net revenue decreased $9.4 million, or 9%, in the three months ended September 29, 2017, compared to the corresponding period in 2016, due to a $7.2
million decrease in our Video segment revenue and a $2.2 million decrease in our Cable Edge segment revenue. Our net revenue decreased $35.5 million, or
12%, in the nine months ended September 29, 2017, compared to the corresponding period in 2016, due to a $20.4 million decrease in our Cable Edge
segment revenue and a $15.1 million decrease in our Video segment revenue. The decreases in our Video segment revenue in the three and nine month
periods were primarily due to a shift in customer demand from our traditional linear broadcast pay-tv systems to our over-the-top (“OTT”) solutions sold as
either software appliances, perpetual software licenses or SaaS subscriptions. The decreases in our Cable Edge segment revenue in the three and nine month
periods were primarily due to continued weak demand for our legacy Cable Edge products due to a technology transition in the industry from legacy
EdgeQAM consumption used to deliver broadcast pay-tv services to a new architecture capable of delivering converged video and IP data services. We expect
Cable Edge net revenue to improve in the fourth quarter of 2017, with a more significant improvement through 2018.

Our Video segment customers continue to be cautious with investments in new technologies, such as next-generation IP architecture and Ultra HD. We
believe a material and growing portion of the opportunities for our video business are linked to a migration by our customers to IP workflows and the
simultaneous distribution of linear and on-demand, OTT, and new mobile video services. We believe we are well positioned to address these opportunities as
we continue to steadily transition our video business away from legacy and customized computing hardware to more software-centric solutions and services,
including SaaS subscription OTT solutions, enabling video compression and processing through our VOS software platform running on standard off-the-shelf
servers, data centers and in the cloud.

Our Cable Edge strategy is to become a major player in the approximately $2 billion to $3 billion converged cable access platform (“CCAP”) market by
delivering disruptive new virtualized DOCSIS 3.1 CMTS technology and related CCAP architectures, which we collectively refer to as CableOS. In the
meantime, our Cable Edge segment is experiencing declining demand as our customers have decreased spending on our legacy Cable Edge products to
prepare for the adoption of new virtualized DOCSIS 3.1 CMTS solutions and distributed access architectures. While these trends present near-term challenges
for us, we believe we have made significant progress in the development of CableOS with expanded commercial deployments, field trials, and customer
engagements since our first shipment in late 2016.

To support our Cable Edge strategy and foster the further development and growth of this segment, in September 2016, we issued Comcast a Warrant to
further incentivize them to purchase our products and adopt our technologies, particularly our CableOS CCAP systems. Pursuant to the Warrant, Comcast
may, subject to certain vesting provisions, purchase up to 7,816,162 shares of our common stock, for a per share exercise price of $4.76. Because the Warrant
is considered an incentive for Comcast to purchase certain of the Company’s products, the value of the Warrant is recorded as a reduction in the Company’s
net revenues to the extent such value does not exceed net revenues from pertinent sales to Comcast. (See Note 15, “Warrants,” of the Notes to our Condensed
Consolidated Financial Statements for additional information).

As aresult of the continued uncertainty regarding the timing of our customers’ investment decisions, we implemented restructuring plans, including the
Harmonic 2017 Restructuring Plan, to bring our operating expenses more in line with net revenues, while simultaneously implementing an extensive
Company-wide expense control program. (See Note 10, “Restructuring and Related Charges” of the Notes to our Consolidated Financial Statements for
additional information).

Our quarterly revenue has been, and may continue to be, affected by seasonal buying patterns. Typically, revenue in the first quarter of the year is seasonally
lower than other quarters, as our customers often are still finalizing their annual budget and capital spending projections for the year. Further, we often
recognize a substantial portion of our quarterly revenues in the last
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month of each quarter. We establish our expenditure levels for product development and other operating expenses based on projected revenue levels for a
specified period, and expenses are relatively fixed in the short term. Accordingly, even small variations in timing of revenue, particularly from large
individual transactions, can cause significant fluctuations in operating results in a particular quarter.

CRITICAL ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

Our unaudited condensed consolidated financial statements and the related notes included elsewhere in this report are prepared in accordance with U.S.
GAAP. The preparation of these unaudited condensed consolidated financial statements requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Our critical accounting policies, judgments and estimates are disclosed in in our 2016 Annual Report on Form 10-K, as filed with the SEC.

ACCOUNTING PRONOUNCEMENTS

For a summary of recent accounting pronouncements applicable to our consolidated condensed financial statements see Note 2 to the Condensed
Consolidated Financial Statements in Item 1, which is incorporated herein by reference.

RESULTS OF OPERATIONS
Net Revenue

The following table presents the breakdown of revenue by segment for the three and nine months ended September 29, 2017 and September 30, 2016 (in
thousands, except percentages):

Three months ended Nine months ended
September 29, 2017 September 30, 2016 Q3 FY17vs Q3 FY16 September 29, 2017  September 30,2016 Q3 FY17 YTD vs Q3 FY16 YID
Segment:
Video $ 84,155  $ 91,353 $  (7,198) ®% $ 231,876 $ 246949 $ (15,073) (6)%
Cable Edge 7,859 10,053 (2,194) (22)% 25,396 45,860 (20,464) (45)%
Total net revenue $ 92,014 $ 101,406  $  (9,392) 9% $ 257272 $ 292,809 $ (35,537) (12)%

Segment revenue as a % of total net revenue:
Video 91% 90% 90% 84%
Cable Edge 9% 10% 10% 16%

The following table presents the breakdown of revenue by geographical region for the three and nine months ended September 29, 2017 and September 30,
2016 (in thousands, except percentages):
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Three months ended Nine months ended
September 29, 2017 September 30, 2016 Q3FY17vs Q3 FY16 September 29, 2017  September 30,2016 Q3 FY17 YID vs Q3FY16 YID
Geography:
Americas $ 48,656 $ 47,856 $ 800 2% $ 127,173 $ 154,513 $  (27,340) (18)%
EMEA 27,528 32,405 (4,877) (15)% 77,920 85,716 (7,796) (9)%
APAC 15,830 21,145 (5,315) (25)% 52,179 52,580 (401) (1)%
Total net revenue $ 92,014  $ 101,406 $  (9,392) 9% $ 257,272 $ 292,809 $ (35,537) (12)%

Regional revenue as a % of total net revenue:

Americas 53% 47% 49% 53%
EMEA 30% 32% 30% 29%
APAC 17% 21% 21% 18%

Our Video segment net revenue decreased 8% in the three months ended September 29, 2017, compared to the corresponding period in 2016, due to a $9.1
million decrease in video product revenue, offset in part by a $1.9 million increase in video service revenue. Our Video segment net revenue decreased 6% in
the nine months ended September 29, 2017, compared to the corresponding period in 2016, due to a $24.6 million decrease in video product revenue, offset in
part by a $9.5 million increase in video service revenue. The decreases in our Video product revenue in the three and nine month periods were primarily due
to our customers’ conversion to software OTT solutions and associated decelerating investment in traditional broadcast pay-tv systems. The decrease in our
Video segment net revenue in the nine months ended September 29, 2017, was partially offset by higher revenue due to the inclusion of two more months of
TVN post acquisition revenue in the nine months ended September 29, 2017, compared to the nine months ended September 30, 2016.

Our Cable Edge segment net revenue decreased 22% and 45%, in the three and nine months ended September 29, 2017, respectively, compared to the
corresponding periods in 2016. The decreases were primarily attributable to softer demand for legacy EdgeQAM technologies as some of our customers are
deferring purchases while planning to adopt virtualized DOCSIS 3.1 technologies and CCAP architectures. Several of our customers have started this
transition, leveraging our CableOS solutions to enhance service delivery and operational efficiencies.

Net revenue in the Americas increased 2% in the three months ended September 29, 2017, compared to the corresponding period in 2016, due to an increase
in both service provider and broadcast and media demand for our live and premium quality OTT solutions, and to a lesser extent services. Net revenue in the
Americas decreased 18% in the nine months ended September 29, 2017, compared to the corresponding period in 2016, primarily due to the pending service
provider transition to new CCAP technologies and, to a lesser extent, the transition from broadcast pay-tv to OTT and from hardware to software across all
customer verticals. This decline was partially offset by improving service revenue, which demonstrated sequential growth through the first three quarters of
2017.

EMEA net revenue decreased 15% and 9%, in the three and nine months ended September 29, 2017, respectively, compared to the corresponding periods in
2016, due to a decelerating investment in traditional pay-tv broadcast and media infrastructure, offset in part by increased investment in our live and premium
quality OTT software solutions for the delivery of new IP-based video services in both our service provider and broadcast and media customer verticals.

APAC net revenue decreased 25% in the three months ended September 29, 2017 compared to the corresponding period in 2016, due to softer demand from
both our service provider and broadcast and media customers for our Video and Cable Edge products, offset in part by an increase in service revenue. APAC
net revenue decreased 1% in the nine months ended September 29, 2017, compared to the corresponding period in 2016, due to softer demand for our Cable
Edge products, partially offset by improved service provider demand for our Video products and services.

Gross Profit

The following table presents the gross profit and gross profit as a percentage of net revenue (“gross margin”) for the three and nine months ended
September 29, 2017 and September 30, 2016 (in thousands, except percentages):
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Three months ended Nine months ended
September 29, September 30, September 29, September 30, Q3FY17 YTD vs Q3 FY16
2017 2016 Q3 FY17vs Q3 FY16 2017 2016 YTD
Gross profit $ 47025 $ 51,363 § (4,338) 8% $ 121,248 $ 143,057 $  (21,809) (15)%
As a percentage of net
revenue (“gross margin”) 51.1% 50.7% 0.4% 47.1% 48.9% (1.8)%

Our gross margins are dependent upon, among other factors, achievement of cost reductions, mix of software sales, product mix, customer mix, product
introduction costs, and price reductions granted to customers.

Gross margin increased 0.4% in the three months ended September 29, 2017, compared to the corresponding period in 2016, primarily due to a more
favorable product mix. Gross margin decreased 1.8% in the nine months ended September 29, 2017, compared to the corresponding period in 2016, primarily
due to lower service margins and higher inventory obsolescence charges for our legacy broadcast video inventory as a result of reduced demand. These
unfavorable margin impacts were offset in part by a $1.2 million decrease in inventory obsolescence charge for our older Cable Edge product lines in the nine
months ended September 29, 2017, compared to the corresponding period last year.

Research and Development

The following table presents the research and development expenses and the expenses as a percentage of net revenue for the three and nine months ended
September 29, 2017 and September 30, 2016 (in thousands, except percentages):

Three months ended Nine months ended
September 29, September 30, September 29, September 30, Q3 FY17 YTD vs Q3
2017 2016 Q3 FY17vs Q3 FY16 2017 2016 FY16 YTD
Research and development $ 21,289  $ 24,202 $ (2,913) 12)% $ 73,226  $ 74,272 $ (1,046) ()%
As a percentage of net revenue 23.1% 23.9% 28.5% 25.4%

Our research and development expenses consist primarily of employee salaries and related expenses, contractors and outside consultants, supplies and
materials, equipment depreciation and facilities costs, all associated with the design and development of new products and enhancements of existing products.

Research and development expenses in the three months ended September 29, 2017 decreased 12%, compared to the corresponding period in 2016, primarily
due to lower project material and outside consulting spending due to the completion of certain research and development projects in early 2017, lower
employee compensation costs due to headcount reduction, and lower outside engineering services due to cost reduction efforts.

Research and development expenses in the nine months ended September 29, 2017 decreased 1%, compared to the corresponding period in 2016, primarily
due to cost reduction efforts in the third quarter of 2017, offset partially by higher research and development expenses from the inclusion of two more months
of post-acquisition TVN research and development expenses in the nine months ended September 30, 2016.

Our TVN French Subsidiary participates in the French CIR program which allows companies to monetize eligible research expenses. We recognize R&D tax
credits receivable from the French government for spending on innovative research and development as an offset to research and development expenses.

Selling, General and Administrative

The following table presents the selling, general and administrative expenses and the expenses as a percentage of net revenue for the three and nine months
ended September 29, 2017 and September 30, 2016 (in thousands, except percentages):

Three months ended Nine months ended
September 29, September 30, September 30, Q3FY17 YID vs Q3
2017 2016 Q3 FY17vs Q3 FY16 September 29, 2017 2016 FY16 YID
Selling, general and administrative ~ $ 37,121 $ 36,112 $ 1,009 3% $ 104,377 $ 105,498 $ (1,121) (1)%
As a percentage of net revenue 40.3% 35.6% 40.6% 36.0%
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Selling, general and administrative expenses in the three months ended September 29, 2017 increased 3%, compared to the corresponding period in 2016,
primarily due to a $6.0 million charge recorded during the third quarter of 2017 for the settlement of Avid litigation and higher Avid legal fees (See Note 18,
“Commitments and Contingencies-Legal Proceedings,” for additional information on the Avid litigation), offset in part by higher TVN acquisition- and
integration-related expense incurred in the third quarter of 2016, compared to the third quarter of 2017. (See Note 3, “Business Acquisition,” for additional
information on TVN acquisition- and integration-related expenses).

Selling, general and administrative expenses in the nine months ended September 29, 2017 decreased 1%, compared to the corresponding period in 2016,
primarily due to higher TVN acquisition- and integration-related expense incurred in the nine months of 2016, offset in part by a $6.0 million charge recorded
during the third quarter of 2017 for the settlement of Avid litigation and higher Avid legal fees in the nine months ended September 29, 2017, compared to the
corresponding period in 2016.

Segment Operating Income (Loss)

The following table presents a breakdown of operating income (loss) by segment for the three and nine months ended September 29, 2017 and September 30,
2016 (in thousands, except percentages):

Three months ended Nine months ended
September 29, September 30, September 29, September 30, Q3 FY17 YID vs Q3 FY16
2017 2016 Q3 FY17vs Q3 FY16 2017 2016 YTD
Video $ 7,009 $ 4,886 $ 2,123 43% $ (7,774) $ (1,943) $ (5,831) 300%
Cable Edge (5,357) (4,767) (590) 12% (18,848) (7,118) (11,730) 165%
Total segment operating
income (loss) $ 1,652 $ 119 $ 1,533 1,288% $ (26,622) $ (9,061) $ (17,561) 194%

Segment operating income (loss) as a % of segment revenue (“operating margin®):
Video 8.3 % 53 % 3.0% (B3.4)% (0.8)% (2.6)%
Cable Edge (68.2)% (47.4)% (20.8)% (74.2)% (15.5)% (58.7)%

Video segment operating margin increased 3.0% in the three months ended September 29, 2017 compared to the corresponding period in 2016, primarily due
to lower spending in research and development expenses as some projects were completed in early 2017, and a more favorable product mix. Video segment
operating margin decreased 2.6% in the nine months ended September 29, 2017 compared to the corresponding period in 2016, primarily due to a 6.1%
decrease in Video segment revenue in the nine months ended September 29, 2017, as well as lower service margin and higher inventory obsolescence charges
for our legacy broadcast video inventory due to reduced demand.

Cable Edge segment operating margin loss increased 20.8% in the three months ended September 29, 2017 compared to the corresponding period in 2016,
primarily due to a 21.8% decrease in Cable Edge segment revenue as well as increased service costs in the same period, partially offset by lower operating
expenses due to cost reduction efforts. Cable Edge segment operating margin loss increased 58.7% in the nine months ended September 29, 2017 compared to
the corresponding period in 2016, primarily due to a 44.6% decrease in Cable Edge segment revenue in the nine months ended September 29, 2017, compared
to the corresponding periods in 2016, as well as higher research and development expenses for CableOS development in 2017. These unfavorable operating
margin impacts were offset in part by a lower inventory obsolescence charge for our older Cable Edge product lines in the nine months ended September 29,
2017, compared to the corresponding period last year.
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The following table presents a reconciliation of total segment operating income (loss) to consolidated loss before income taxes (in thousands):

Three months ended Nine months ended
September 29, 2017 September 30, 2016 September 29, 2017 September 30, 2016
Total segment operating income (income) $ 1,652 % 19 $ (26,622) $ (9,061)
Unallocated corporate expenses (10,050) (4,983) (18,825) (20,493)
Stock-based compensation (3,720) (2,680) (11,107) (8,542)
Amortization of intangibles (2,088) (4,389) (6,232) (12,711)
Loss from operations (14,206) (11,933) (62,786) (50,807)
Non-operating expense, net (3,292) (4,321) (9,892) (10,546)
Loss before income taxes $ (17,498) $ (16,254) $ (72,678) $ (61,353)

Unallocated Corporate Expenses

We do not allocate amortization of intangibles, stock-based compensation, restructuring and related charges, TVN acquisition- and integration-related costs,
and certain other non-recurring charges to the operating income for each segment because our management does not include this information in the
measurement of the performance of the operating segments.

Amortization of Intangibles

The following table presents the amortization of intangible assets charged to operating expenses and the expense as a percentage of net revenue for the three
and nine months ended September 29, 2017 and September 30, 2016 (in thousands, except percentages):

Three months ended Nine months ended
September 29, September 30, September 29, September 30, Q3FY17 YTD vs Q3 FY16
2017 2016 Q3 FY17vs Q3 FY16 2017 2016 YTD
Amortization of intangibles $ 793 % 3,000 $ (2,216) 7H% $ 2347  $ 9,606 $ (7,259) (76)%
As a percentage of net revenue 0.9% 3.0% 0.9% 3.3%

The decrease in amortization of intangibles expense in the three and nine months ended September 29, 2017, compared to the corresponding periods in 2016,
was primarily due to certain purchased tangible assets from prior business acquisition becoming fully amortized.

Restructuring and related Charges

We have implemented several restructuring plans in the past few years. The goal of these plans is to bring operational expenses to appropriate levels relative
to our net revenues, while simultaneously implementing extensive company-wide expense control programs.

We account for our restructuring plans under the authoritative guidance for exit or disposal activities. The restructuring and related charges are included in
“Product cost of revenue” and “Operating expenses-restructuring and related charges” in the Condensed Consolidated Statement of Operations. The following
table summarizes the restructuring and related charges (in thousands):

Three months ended Nine months ended
September 29, September 30, September 29, September 30,
2017 2016 2017 2016
Restructuring and related charges in:
Product cost of revenue $ 549 $ 1M % 1,335 $ (24)
Operating expenses-Restructuring and related charges 2,028 27) 4,084 4,488
Total restructuring and related charges $ 2,577  $ 28) $ 5419 $ 4,464

Harmonic 2016 Restructuring
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In the first quarter of 2016, we implemented a new restructuring plan to streamline the corporate organization, thereby reducing operating costs by
consolidating duplicative resources in connection with the acquisition of TVN. The planned activities have primarily resulted, and will primarily result, in
cash expenditures related to severance and related benefits and exiting certain operating facilities and disposing of excess assets. In the second quarter of
2016, as part of our Harmonic 2016 Restructuring Plan, we also initiated the TVN VDP to streamline the organization of our TVN French Subsidiary.

In 2016, we recorded an aggregate of $20.0 million of restructuring and related charges under the Harmonic 2016 Restructuring Plan, of which $2.2 million is
primarily related to our exiting from an excess facility at our U.S. headquarters and the remaining $17.8 million is related to severance and benefits for the
termination of 118 employees worldwide, including 83 employees in France who participated in the TVN VDP. (See details of TVN VDP described below).
Additionally, the restructuring and related charges under the Harmonic 2016 Restructuring Plan were partially offset by approximately $2.0 million of gain
from TVN pension curtailment. For the employees who participated in the TVN VDP, their pension benefit is funded by the TVN VDP and as a result, the
TVN defined benefit pension plan was remeasured at December 31, 2016, which resulted in a non-cash curtailment gain. This gain was recorded as an offset
to restructuring and related costs in 2016.

We also incurred $16.9 million of TVN acquisition- and integration-related expenses in 2016 and another $2.7 million in the nine months ended September
29, 2017. We expect to continue to have some TVN integration-related costs throughout the remainder of 2017 primarily consisting of outside legal and
advisory fees relating to the re-organization of TVN’s legal entities (See Note 3, “Business Acquisition,” for additional information on TVN acquisition-and
integration-related expenses).

In the three and nine months ended September 29, 2017, we recorded $0.1 million and $2.9 million of restructuring and related charges under the Harmonic
2016 Restructuring Plan. The restructuring and related charges under the Harmonic 2016 Restructuring Plan in the nine months ended September 29, 2017
consisted of $1.8 million of TVN VDP charges and $1.1 million of severance for 21 non-VDP employees worldwide terminated under this plan during the
first six months of 2017.

TVN VDP

During 2016, we consulted and worked with the works council for the TVN French Subsidiary and applicable union representatives to establish a voluntary
departure plan to enable French employees of TVN to voluntarily terminate with certain benefits. A total of 83 employees applied for the TVN VDP and were
duly approved by us in the fourth quarter of 2016. The total TVN VDP costs, including severance, certain benefits and taxes, as well as administration costs,
is estimated at approximately $15.3 million, in aggregate, at the inception of the plan and will be paid over a period of four years, based on the TVN VDP
terms agreed with each employee. The total final payout to the employees may be different from the initial estimates depending on the final social charges
imputed on each employee’s total income and benefits received. We do not expect the final payout to be materially different from the initial estimates. The
fair value of the total TVN VDP liability at inception was estimated to be approximately $14.8 million.

We account for these special termination benefits in accordance with ASC 712, “Compensation - Nonretirement Postemployment Benefits,” which requires
that the special termination benefits be recognized as a liability and a loss beginning when an employee accepts the offer of voluntary termination and the
amount can be reasonably estimated. Where an employee is required to work beyond a minimum statutory notice period, the cost of the special termination
benefit is recognized as an expense over the employee’s remaining service period. Where the employee is not required to work beyond a minimum statutory
notice period, the cost of the special termination benefit is recognized upon the date the employee accepts the offer of voluntary termination, provided that the
amount of the benefit can be estimated. Out of the 83 employees who applied for the TVN VDP, 11 of them were required to work beyond the minimum
statutory notice period into 2017. Based on the application of the accounting guidance, we recorded $1.8 million and $13.1 million of TVN VDP costs in the
first nine months of 2017 and in the year ended 2016, respectively. Cumulatively, we had paid an aggregate of $9.7 million of TVN VDP costs, of which $3.5
million was paid in 2016 and $6.2 million was paid in 2017. The fair value of the TVN VDP liability balance at September 29, 2017 was $6.0 million.

The table below shows the estimated future payments for TVN VDP as of September 29, 2017 (in thousands):

Years ending December 31,

2017 (remaining three months) $ 1,145
2018 2,937
2019 1,379
2020 543
Total $ 6,004

Excess Facility in San Jose, California
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In January 2016, we exited an excess facility at our U.S. headquarters in San Jose, California and recorded $1.4 million in facility exit costs. The fair value of
these liabilities is based on a net present value model using a credit-adjusted risk-free rate. The liability will be paid out over the remainder of the leased
properties’ terms, which continue through August 2020. As of the cease-use date, the fair value of this restructuring liability totaled $2.5 million. Offsetting
these charges was an adjustment for deferred rent liability relating to this space of $1.1 million. In December 2016, as a result of a change in estimated
sublease income, the restructuring liability was increased by $0.6 million.

Harmonic 2017 Restructuring

In the third quarter of 2017, we committed to a new restructuring plan to better align our operating costs with the continued decline in our net revenues. The
restructuring activities under the Harmonic 2017 Restructuring Plan have primarily consisted of global workforce reductions and an excess facility closure.

In the three and nine months ended September 29, 2017, we recorded $2.4 million of restructuring and related charges under the Harmonic 2017
Restructuring Plan consisting of $2.1 million of employee severance and $0.3 million of excess facilities costs related to the closure of our research and
development office in New York.

Interest Expense, Net

Interest expense, net was $2.8 million and $2.7 million for the three months ended September 29, 2017 and September 30, 2016, respectively. Interest
expense, net was $8.1 million and $7.8 million for the nine months ended September 29, 2017 and September 30, 2016, respectively. Interest expense, net
increased in the three and nine months ended September 29, 2017 primarily due to increased amortization of discount and issuance costs for the Notes issued
in December 2015.

Other Expense, Net

Other expense, net was $0.5 million for the three months ended September 29, 2017, compared to other expense, net of $0.3 million for the three months
ended September 30, 2016. Other expense, net was $1.8 million for the nine months ended September 29, 2017, compared to other expense, net of $5,000 for
the nine months ended September 30, 2016.

Our other expense, net is primarily comprised of foreign exchange gains and losses on cash, accounts receivable and intercompany balances denominated in
currencies other than the functional currency of the reporting entity. Our foreign currency exposure is primarily driven by the fluctuations in the foreign
currency exchanges rates of the Euro, British pound, Japanese yen and Israeli shekels. The increase in other expense, net in the three and nine months ended
September 29, 2017, compared to the corresponding periods in 2016, was primarily related to unfavorable foreign exchange impact resulting from the
volatility of the Euro against the U.S. dollars on the inter-company balances.

To mitigate the volatility related to fluctuations in foreign exchange rates, we may enter into various foreign currency forward contracts. See “Foreign
Currency Exchange Risk” under Item 3 of this Quarterly Report on Form 10-Q for additional information.

Loss on Impairment of Long-term Investment

Beginning in late 2015 and continuing through 2016, Vislink’s stock price was below its cost basis for a prolonged period of time. Based on our assessment,
we recorded a $1.5 million and $1.2 million impairment charges in the first and third quarter of 2016, respectively, reflecting the new reduced cost basis of the
Vislink investment at September 30, 2016. As of December 31, 2016, Vislink’s stock price increased approximately 67% from the stock price as of September
30, 2016.

On February 3, 2017, Vislink (from thereon, referred to as Pebble Beach Systems) completed the disposal of its hardware division and changed its name to
Pebble Beach Systems. On February 6, 2017, Pebble Beach Systems announced its financial results for fiscal 2016 which showed a significant increase in
operating loss. As of September 29, 2017, Pebble Beach Systems’ stock price had declined 82% from the stock price as of December 31, 2016 and Pebble
Beach Systems is currently seeking alternatives to maximize value of its shareholders, which could include a sale of the company. In view of Pebble Beach
Systems’ potential sale opportunity, we determined that the decline in the fair value of Pebble Beach Systems’ investment is not considered permanent yet,
and as a result, the $0.6 million cumulative loss in Pebble Beach Systems’ investment in the nine months ended 2017 was recorded to other comprehensive
loss. Our remaining maximum exposure to loss from the Pebble
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Beach Systems’ investment at September 29, 2017 was approximately $0.5 million, consisting of the carrying value of $0.2 million and the accumulated
unrealized loss of $0.3 million.

Income Taxes

The following table presents the (benefit from) provision for income taxes and the effective income tax rate for the three and nine months ended
September 29, 2017 and September 30, 2016 (in thousands, except percentages):

Three months ended Nine months ended
September 29, September 30, September 29, September 30, Q3FY17 YID vs Q3 FY16
2017 2016 Q3 FY17vs Q3 FY16 2017 2016 YTD
(Benefit from) provision for income
taxes $ (1,915) $ (242) $ (1,673) 691% $ (1,568) $ 518 $ (2,086) (403)%
Effective income tax rate 10.9% 1.5% 2.2% (0.8)%

Our effective tax rate generally differs from the U.S. federal statutory rate of 35% due to favorable tax rates associated with certain earnings from our
operations in lower tax jurisdictions throughout the world. In addition, our effective tax rates vary in each period primarily due to specific one-time, discrete
items that affected the tax rate in the respective period.

Our effective income tax rate of 2.2% for the nine months ended September 29, 2017 was different from the U.S. federal statutory rate of 35%, primarily due
to our geographical income mix and favorable tax rates associated with certain earnings from operations in lower-tax jurisdictions, partially offset by the
increase in the valuation allowance against U.S. federal, California and other state deferred tax assets and detriment from non-deductible stock-based
compensation. In addition, in the first quarter of 2017, we were able to recognize a one-time tax benefit of approximately $1.2 million as a result of the
merger of our two subsidiaries in Israel which was approved by the Israeli government in the first quarter of 2017. In the third quarter of 2017, we recorded a
$2.4 million tax benefit associated with the release of tax reserves for uncertain tax positions resulting from the expiration of the statutes of limitations on our
US corporate tax returns for the 2013 tax year. For the nine months ended September 29, 2017, the remaining discrete adjustments to our tax expense were
primarily withholding taxes and the accrual of interest on uncertain tax positions.

Our effective income tax rate of (0.8)% for the nine months ended September 30, 2016 was different from U.S. federal statutory rate of 35% primarily due to
favorable tax rates associated with certain earnings from operations in lower-tax jurisdictions, and the tax benefit from the realization of certain deferred tax
assets as a result of the TVN acquisition, partially offset by the increase in the valuation allowance against U.S. federal, California and other state deferred tax
assets, detriment from non-deductible stock-based compensation, non-deductible amortization of foreign intangibles, and the net of various discrete tax
adjustments.

Liquidity and Capital Resources

As of September 29, 2017, our principal sources of liquidity consisted of cash and cash equivalents of $50.0 million, net accounts receivable of $71.6 million
and borrowings from the capital markets as well as financing from French government agencies. We assumed certain debts as a result of the TVN acquisition
which were primarily related to long-term financing arrangements with French government agencies, and to a lesser extent, financing obtained from other
financing institutions and the aggregate balances of these debts was $22.9 million as of September 29, 2017. Our principal uses of cash will include
repayments of debt and related interest, purchases of inventory, payroll, restructuring expenses and other operating expenses related to the development,
marketing of our products, purchases of property and equipment and other contractual obligations for the foreseeable future. We believe that our cash and
cash equivalents of $50.0 million at September 29, 2017 will be sufficient to fund our principal uses of cash for at least the next 12 months. However, if our
expectations are incorrect, we may need to raise additional funds to fund our operations, to take advantage of unanticipated strategic opportunities or to
strengthen our financial position. In the future, we may enter into other arrangements for potential investments in, or acquisitions of, complementary
businesses, services or technologies, which could require us to seek additional equity or debt financing. Additional funds may not be available on terms
favorable to us or at all.

As of September 29, 2017, $38.7 million of the cash and cash equivalents balance was held in our foreign subsidiaries. At present, such foreign funds, after
settling any intercompany balances owed to the U.S. parent company, are considered to be indefinitely reinvested in foreign countries to the extent of
indefinitely reinvested foreign earnings. In the event funds from foreign operations, to the extent such funds are indefinitely reinvested foreign earnings, are
needed to fund cash needs in the
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United States and if U.S. taxes have not already been previously accrued, we would be required to accrue and pay additional U.S. taxes in order to repatriate
these funds.

In December 2015, we issued $128.25 million aggregate principal amount of the Notes. We incurred approximately $4.1 million of debt issuance cost. The
Notes bear interest at a fixed rate of 4.00% per year, payable semiannually in arrears on June 1 and December 1 of each year, beginning on June 1, 2016 and
mature on December 1, 2020. Concurrent with the issuance of the Notes, we used $49.9 million of the net proceeds from the Notes to repurchase 11.1 million
shares of our common stock. The remaining net proceeds from the Notes were used to fund our acquisition of TVN, which was completed on February 29,
2016.

The table below sets forth selected cash flow data for the periods presented (in thousands):

Nine months ended

September 29, 2017 September 30, 2016

Net cash provided by (used in):

Operating activities $ (5,970) $ (12,638)
Investing activities 2,177) (68,400)
Financing activities 1,276 (229)
Effect of foreign exchange rate changes on cash 1,275 (182)
Net decrease in cash and cash equivalents $ (5,596) $ (81,449)

Operating Activities

Net cash used in operations decreased $6.7 million in the nine months ended September 29, 2017, compared to the corresponding period in 2016, primarily
due to more cash being generated from net working capital, offset in part by a $13.4 million increase in net loss, after adjustments for non-cash items.

We expect that cash provided by operating activities may fluctuate in future periods as a result of a number of factors, including fluctuations in our operating
results, shipment linearity, accounts receivable collections performance, inventory and supply chain management, income tax reserves adjustments, and the
timing and amount of compensation and other payments.

Investing Activities

Net cash used in investing activities decreased $66.2 million in the nine months ended September 29, 2017, compared to the corresponding period in 2016,
primarily due to the $75.7 million net cash paid for the TVN acquisition in the first nine months of 2016.

Financing Activities

Net cash provided by financing activities increased $1.5 million in the nine months ended September 29, 2017, compared to the corresponding period in
2016, primarily due to higher proceeds from the issuance of common stock to employees as well as lower debt payments, offset in party by higher payment of
tax withholding obligations related to net share settlements of restricted stock in the nine months of 2017.

Contractual Obligations and Commitments

Future payments under contractual obligations and other commercial commitments, as of September 29, 2017 are as follows (in thousands):
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Payments due by period
Total
Amounts

Committed Less than 1 year 1 to 3 years 4 to 5 years More than 5 years
Convertible debt 128,250 $ — — 3 128,250 $ —
Interest on convertible debt 17,955 5,130 10,260 2,565 —
Other debts 21,539 6,474 13,870 1,025 170
Capital Lease 1,334 960 351 23 —
Operating leases 50,144 13,666 21,328 7,281 7,869
Purchase commitments 27,764 21,325 4,202 1,239 998
Avid litigation settlement fees 6,000 2,500 3,500 — —
Total contractual obligations 252,986 $ 50,055 53,511 $ 140,383 $ 9,037

Other commercial commitments:
Standby letters of credit 845 305 540 $ = =
Total commercial commitments $ 845  §$ 305 $ 540 $ — 3 —

Off-Balance Sheet Arrangements

We did not have any other off-balance sheet arrangements as of September 29, 2017.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk represents the risk of loss that may impact our operating results, financial position or liquidity due to adverse changes in market prices and rates.
We are exposed to market risk because of changes in interest rates, foreign currency exchange rates, when other currencies held by our subsidiaries are
measured against the U.S. dollar, and to changes in the value of financial instruments held by us.

Foreign Currency Exchange Risk

We market and sell our products and services through our direct sales force and indirect channel partners in North America, EMEA, APAC and Latin
America. Accordingly, we are subject to exposure from adverse movements in foreign currency exchange rates, primarily the Euro, British pound and
Japanese yen. Our U.S. dollar functional subsidiaries, which accounted for approximately 96% of our consolidated net revenue in the nine months ended
September 29, 2017, recorded net billings denominated in foreign currencies of approximately 18% of their net billings in the first nine months of 2017,
compared to 12% in the corresponding period in 2016. The increase was primarily due to the acquisition of TVN which increased our foreign customer base.
In addition, a portion of our operating expenses, primarily the cost of personnel to deliver technical support on our products and professional services, sales
and sales support and research and development, are denominated in foreign currencies, primarily the Israeli shekels.

We use derivative instruments, primarily forward contracts, to manage exposures to foreign currency exchange rates and we do not enter into foreign currency
forward contracts for trading purposes.

Derivatives Not Designated as Hedging Instruments (Balance Sheet Hedges)

We enter into forward currency contracts to hedge foreign currency denominated monetary assets and liabilities. These derivative instruments are marked to
market through earnings each accounting period and mature generally within three months. Changes in the fair value of these foreign currency forward
contracts are recognized in “Other expense, net” in the Condensed Consolidated Statement of Operations and are largely offset by the changes in the fair
value of the underlying assets or liabilities being hedged.

The U.S. dollar equivalents of all outstanding notional amounts of foreign currency forward contracts, including the Euro, British pound, Israeli shekels,
Japanese yen and Mexican peso, are summarized as follows (in thousands):
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September 29, 2017 December 31, 2016
Derivatives not designated as hedging instruments:
Purchase $ 12,925 $ 4,056
Sell $ 1,501 $ 11,157

Interest rate risk

Our exposure to market risk for changes in interest rates relates primarily to our investment portfolio of marketable investment securities and outstanding debt
arrangements with variable rate interests, as well as our borrowings under the bank line of credit facility.

On September 27, 2017, we entered into a Loan and Security Agreement with Silicon Valley Bank. The Loan Agreement provides for a secured revolving
credit facility in an aggregate principal amount of up to $15.0 million. Loans under the Loan Agreement will bear interest, at the Company’s option, and
subject to certain conditions, at an annual rate of either a prime rate or a LIBOR rate (each as customarily defined), plus an applicable margin. The applicable
margin for LIBOR rate advances is 2.25%. There will be no applicable margin for prime rate advances when we are in compliance with the liquidity
requirement of at least $20.0 million in the aggregate of consolidated cash plus availability under the Loan Agreement (the “Liquidity Requirement™) and
0.25% for prime rate advances when we are not in compliance with the Liquidity Requirement. We may not request LIBOR advances when it is not in
compliance with the Liquidity Requirement. Interest on each advance is due and payable monthly and the principal balance is due at maturity.

We have no borrowings under the Loan Agreement from the closing of the Loan Agreement through September 29, 2017.

As of September 29, 2017, our cash and cash equivalents totaled $50.0 million. We had $6.9 million of short-term investments at December 31, 2016 and
these investments were sold during the first quarter of 2017. We had no short-term investments as of September 29, 2017.

As a result of the TVN acquisition, we assumed various debt instruments. The aggregate debt balance of such instruments at September 29, 2017 was $22.9
million, of which $1.3 million relates to obligations under capital leases with fixed interest rates. The remaining $21.6 million are debt instruments primarily
financed by French government agencies, and to a lesser extent, term loans from other financing institutions. These debt instruments have maturities ranging
from three to eight years; expiring from 2017 through 2023. A majority of the loans are tied to the 1 month EURIBOR rate plus spread. (See Note 11,
“Convertible notes, Other Debts and Capital Leases” of the notes to our Condensed Consolidated Financial Statements for additional information). As of
September 29, 2017, a hypothetical 1.0% increase in market interest rates on our debts subject to variable interest rate fluctuations would increase our interest
expense by approximately $0.3 million annually.

As of September 29, 2017, we had $128.25 million aggregate principal amount of the Notes outstanding, which have a fixed 4.0% coupon rate.
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ITEM 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures

We maintain “disclosure controls and procedures,” as such term is defined in Rule 13a-15(e) under the Exchange Act, that are designed to ensure that
information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within
the time periods specified in SEC rules and forms, and that such information is accumulated and communicated to our management, including our Chief
Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

In designing and evaluating our disclosure controls and procedures, management recognized that disclosure controls and procedures, no matter how well
conceived and operated, can provide only reasonable, and not absolute, assurance that the objectives of the disclosure controls and procedures are met.
Additionally, in designing disclosure controls and procedures, our management necessarily was required to apply its judgment in evaluating the cost-benefit
relationship of possible disclosure controls and procedures. The design of any disclosure controls and procedures also is based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions.

Based on their evaluation as of the end of the period covered by this Form 10-Q, our Chief Executive Officer and Chief Financial Officer have concluded that
our disclosure controls and procedures were effective at a reasonable assurance level.

Changes in Internal Control over Financial Reporting
Our Chief Executive Officer and Chief Financial Officer evaluated the changes in our internal control over financial reporting that occurred during the
quarterly period covered by this Form 10-Q. With effect from January 1, 2017, TVN is fully integrated into our overall internal control over financial

reporting process. Based on their evaluation, it is concluded that there had been no change in our internal control over financial reporting during the quarter
ended September 29, 2017 that have materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II
OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In October 2011, Avid Technology, Inc. (“Avid”) filed a complaint in the United States District Court for the District of Delaware alleging that our MediaGrid
product infringes two patents held by Avid. A jury trial on this complaint commenced on January 23, 2014 and, on February 4, 2014, the jury returned a
unanimous verdict in favor of us, rejecting Avid’s infringement allegations in their entirety. In January 2015, Avid filed an appeal with respect to the jury’s
verdict with the Federal Circuit. In January 2016, the Federal Circuit issued an order vacating the verdict of noninfringement and remanding the case to the
trial court for a new trial on infringement.

In June 2012, Avid served a subsequent complaint in the United States District Court for the District of Delaware alleging that our Spectrum product infringes
one patent held by Avid. The complaint sought injunctive relief and unspecified damages. In September 2013, the U.S. Patent Trial and Appeal Board
(“PTAB”) authorized an inter partes review to be instituted as to claims 1-16 of the patent asserted in this second complaint. In July 2014, the PTAB issued a
decision finding claims 1-10 invalid and claims 11-16 not invalid. We filed an appeal with respect to the PTAB’s decision on claims 11-16 in September 2014,
and the Federal Circuit affirmed the PTAB’s decision in April 2016.

In July 2017, the court issued a scheduling order consolidating both cases and setting the trial date for November 6, 2017.

On October 19, 2017, the parties agreed to settle the consolidated cases by entering into a settlement and patent portfolio cross-license agreement, and the
cases were dismissed with prejudice. The settlement included a multi-year patent portfolio cross-license. In connection with the agreement, we recorded a
$6.0 million litigation settlement expense in the three months ended September 29, 2017 and this expense is included in “Selling, general and administrative
expenses” in our Condensed Consolidated Statement of Operations. The associated $6.0 million settlement liability is recorded as $2.5 million and $3.5
million in “Accrued Liabilities” and “Other non-current liabilities”, respectively, in our Condensed Consolidated Balance Sheets as of September 29, 2017.
On October 24, 2017, we paid the first $2.5 million to Avid in accordance with the terms of the settlement agreement and the remaining $1.5 million and $2.0
million will be paid in the second quarter of 2019 and the third quarter of 2020, respectively.

From time to time, we are involved in lawsuits as well as subject to various legal proceedings, claims, threats of litigation, and investigations in the ordinary
course of business, including claims of alleged infringement of third-party patents and other intellectual property rights, commercial, employment, and other
matters. While certain matters to which we are a party may specify the damages claimed, such claims may not represent reasonably possible losses. Given the
inherent uncertainties of litigation, the ultimate outcome of these matters cannot be predicted at this time, nor can the amount of possible loss or range of loss,
if any, be reasonably estimated.

An unfavorable outcome on any litigation matters could require us to pay substantial damages, or, in connection with any intellectual property infringement
claims, could require us to pay ongoing royalty payments or could prevent us from selling certain of our products. As a result, a settlement of, or an
unfavorable outcome on, any of the matters referenced above or other litigation matters could have a material adverse effect on our business, operating
results, financial condition and cash flows.

Our industry is characterized by the existence of a large number of patents and frequent claims and related litigation regarding patent and other intellectual
property rights. From time to time, third parties have asserted, and may in the future assert, exclusive patent, copyright, trademark and other intellectual
property rights against us or our customers. Such assertions arise in the normal course of our operations. The resolution of any such assertions and claims
cannot be predicted with certainty.

ITEM 1A. RISK FACTORS

We depend on cable, satellite and telco, and broadcast and media industry capital spending for our revenue and any material decrease or delay in capital
spending in any of these industries would negatively impact our operating results, financial condition and cash flows.

Our revenue has been derived from worldwide sales to service providers and broadcast and media companies, as well as, more recently, emerging streaming
media companies. We expect that these markets will provide our revenue for the foreseeable future. Demand for our products will depend on the magnitude

and timing of capital spending by customers in each of these
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markets for the purpose of creating, expanding or upgrading their systems. These capital spending patterns are dependent on a variety of factors, including:
« the impact of general economic conditions, actual and projected;
* access to financing;
» annual capital spending budget cycles of each of the industries we serve;
« the impact of industry consolidation;
« customers suspending or reducing capital spending in anticipation of: (i) new standards, such as HEVC and DOCSIS 3.1; (ii) industry trends and
technology shifts, such as virtualization, and (iii) new products, such as products based on our VOS software platform or the CCAP architecture,
such as CableOS;
« federal, state, local and foreign government regulation of telecommunications, television broadcasting and streaming media;
« overall demand for communication services and consumer acceptance of new video and data technologies and services;
* competitive pressures, including pricing pressures;
« the impact of fluctuations in currency exchange rates; and
* discretionary end-user customer spending patterns.
In the past, specific factors contributing to reduced capital spending have included:
» weak or uncertain economic and financial conditions in the U.S. or one or more international markets;
« uncertainty related to development of digital video industry standards;

* delays in evaluations of new services, new standards and systems architectures by many operators;

* emphasis by operators on generating revenue from existing customers, rather than from new customers, through construction, expansion or
upgrades;

* areduction in the amount of capital available to finance projects of our customers and potential customers;

« proposed and completed business combinations and divestitures by our customers and the length of regulatory review of each;
« completion of a new system or significant expansion or upgrade to a system; and

« bankruptcies and financial restructuring of major customers.

In the past, adverse economic conditions in one or more of the geographies in which we offer our products have adversely affected our customers’ capital
spending in those geographies and, as a result, our business. During challenging economic times, and in tight credit markets, many customers may delay or
reduce capital expenditures. This could result in reductions in revenue from our products, longer sales cycles, difficulties in collection of accounts receivable,
slower adoption of new technologies and increased price competition. If global economic and market conditions, or economic conditions in the U.S., Europe
or other key markets, deteriorate, we could experience a material and adverse effect on our business, results of operations, financial condition and cash flows.
Additionally, since most of our international revenue is denominated in U.S. dollars, global economic and market conditions may impact currency exchange
rates and cause our products to become relatively more expensive to customers in a particular country or region, which could lead to delayed or reduced
capital spending in those countries or regions, thereby negatively impacting our business and financial condition.
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In addition, industry consolidation has in the past constrained, and may in the future constrain or delay, capital spending by our customers. Further, if our
product portfolio and product development plans do not position us well to capture an increased portion of the capital spending of customers in the markets on
which we focus, our revenue may decline.

As aresult of these capital spending issues, we may not be able to maintain or increase our revenue in the future, and our operating results, financial condition
and cash flows could be materially and adversely affected.

The markets in which we operate are intensely competitive.

The markets for our products are extremely competitive and have been characterized by rapid technological change and declining average sales prices in the
past. Our competitors in our Video business segment include vertically integrated system suppliers, such as Arris Group, Cisco Systems and Ericsson, and, in
certain product lines, other companies including ATEME and Elemental Technologies (an Amazon Web Services company). With respect to production and
playout products, competitors include Evertz Microsystems, EVS, Grass Valley (a Belden brand) and Imagine Communications. Our competitors in our Cable
Edge business include Arris, Casa Systems and Cisco Systems.

Many of our competitors are substantially larger, or as a result of consolidation activity have become larger, and have greater financial, technical, marketing
and other resources than we have, and have been in operation longer than we have. Consolidation in the industry has led to the acquisition of a number of our
historic competitors over the last several years. For example, Motorola Home, BigBand Networks and C-Cor were acquired by Arris; NDS and Scientific
Atlanta were acquired by Cisco Systems; Envivio and Tandberg Television were acquired by Ericsson; Elemental Technologies was acquired by Amazon; and
Miranda Technologies and Grass Valley were acquired by Belden Inc.

In addition, some of our larger competitors have more long-standing and established relationships with domestic and foreign customers. Many of these large
enterprises are in a better position to withstand any significant reduction in capital spending by customers in our markets. They often have broader product
lines and market focus, and may not be as susceptible to downturns in a particular market. These competitors may also be able to bundle their products
together to meet the needs of a particular customer, and may be capable of delivering more complete solutions than we are able to provide. To the extent large
enterprises that currently do not compete directly with us choose to enter our markets by acquisition or otherwise, competition would likely intensify.

Further, some of our competitors that have greater financial resources have offered, and in the future may offer, their products at lower prices than we offer
for our competing products or on more attractive financing or payment terms, which has in the past caused, and may in the future cause, us to lose sales
opportunities and the resulting revenue or to reduce our prices in response to that competition. Also, some competitors that are smaller than we are have
engaged in, and may continue to engage in, aggressive price competition in order to gain customer traction and market share. Reductions in prices for any of
our products could materially and adversely affect our operating margins and revenue.

Additionally, certain customers and potential customers have developed, and may continue to develop, their own solutions that may cause such customers or
potential customers to not consider our product offerings or to displace our installed products with their own solutions. The growing availability of open
source codecs and related software, as well as new server chipsets that incorporate encoding technology, has, in certain respects, lowered the barriers to entry
for the video processing industry. The development of solutions by potential and existing customers and the reduction of the barriers to entry to enter the
video processing industry could result in increased competition and adversely affect our results of operations and business.

If any of our competitors’ products or technologies were to become the industry standard, our business could be seriously harmed. If our competitors are
successful in bringing their products to market earlier than us, or if these products are more technologically capable than ours, our revenue could be materially
and adversely affected.

We need to develop and introduce new and enhanced products in a timely manner to meet the needs of our customers and to remain competitive.

All of the markets we address are characterized by continuing technological advancement, changes in customer requirements and evolving industry standards.
To compete successfully, we must continually design, develop, manufacture and sell new or enhanced products that provide increasingly higher levels of

performance and reliability and meet our customers changing needs. However, we may not be successful in those efforts if, among other things, our products:

* are not cost effective;
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« are not brought to market in a timely manner;

« are not in accordance with evolving industry standards;

« fail to meet market acceptance or customer requirements; or
» are ahead of the needs of their markets.

We are currently developing and marketing products based on the latest video compression standards, such as HEVC, which provides significantly greater
compression efficiency, thereby making more bandwidth available to operators. At the same time, we continue to devote development resources to enhance
the existing AVC/H.264 compression of our products, which many of our customers continue to require. There can be no assurance that these efforts will be
successful in the near future, or at all, or that our competitors will not take significant market share in encoding or transcoding.

We continue to focus our development efforts on key product solutions in our Video and Cable Edge businesses. Our VOS solution is a software-based,
cloud-enabled platform that unifies the entire media processing chain, from ingest to delivery. We have launched a number of VOS-based product solutions
and services, including Electra XVM, VOS Cloud and VOS360. In our Cable Edge business, we have launched and continue to develop our CableOS
software-based CCAP systems, and we continue to develop, market and sell our NSG edgeQAM solutions.

Many of these products and initiatives are intended to integrate existing and new features and functions in response to shifts in customer demands in the
relevant market, as well as to general technology trends (such as virtualized and cloud-based computing, and integrated QAM and CMTS functionality in
CCAP-based products) that we believe will significantly impact our industry. The success of these significant and costly development efforts will be
predicated, for certain products and initiatives, on the timing of market adoption of the new standards on which the resulting products are based, and for other
products, the timing of customer adoption of our products and solutions, as well as our ability to timely develop the features and capabilities of our products
and solutions. If new standards or some of our new products are adopted later than we predict or not adopted at all, or if adoption occurs earlier than we are
able to deliver the applicable products or functionality, we risk spending significant research and development time and dollars on products or features that
may never achieve market acceptance or that miss the customer demand window and thus do not produce the revenue that a timely introduction would have
likely produced.

If we fail to develop and market new and enhanced products on a timely basis, our operating results, financial condition and cash flows could be materially
and adversely affected.

Our CCAP-based product initiatives expose us to certain technology transition risks that may adversely impact our operating results, financial condition
and cash flows.

In the last few years, the cable industry has begun to develop and promulgate the CCAP architecture for next-generation cable edge solutions, which
combines edge QAM and CMTS functions in a single system in order to combine resources for video and data delivery. We believe our CableOS software-
based CCAP systems, available as either a centralized or distributed remote PHY solution, will significantly reduce cable headend costs and increase
operational efficiency, and are an important step in cable operators’ transition to all-IP networks. If we are unsuccessful in developing these capabilities in a
timely manner, or are otherwise delayed in making such capabilities available to our customers, our business may be adversely impacted, particularly if our
competitors develop and market fully compliant products before we do.

We believe CCAP-based systems will, over time, replace and make obsolete current cable edge-QAM solutions, including our cable edge QAM products, as
well as current CMTS solutions, which is a market our products have previously not addressed. If demand for our CCAP systems is weaker than expected, or
sales of our CCAP-based systems do not adequately offset the expected decline in demand for our non-CCAP cable edge products, or the decline in demand
for our non-CCAP cable edge products is more rapid and precipitous than expected, our near and long-term operating results, financial condition and cash
flows could be adversely impacted. Further, in September 2016 we granted Comcast a warrant (the “Warrant”) to purchase shares of our common stock to
further incentivize them to purchase our products and adopt our technologies, particularly our CableOS software-based CCAP solution. If Comcast does not
adopt our CableOS system, or does so more slowly than we anticipate, we may be unable to realize the anticipated benefits of our relationship with Comcast
and our business and operating results, financial condition and cash flows could be materially and adversely affected. Moreover, if a new or competitive
architecture for next-generation cable edge solutions is promulgated that renders our CCAP-based systems obsolete, our business may be adversely impacted.
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Our future growth depends on market acceptance of several broadband services, on the adoption of new broadband technologies, and on several other
broadband industry trends.

Future demand for many of our products will depend significantly on the growing market acceptance of emerging broadband services, including digital video,
VOD, Ultra HD, IP video services (particularly streaming to tablet computers, connected TVs and mobile devices) and very high-speed data services. The
market demand for such emerging services is rapidly growing, with many custom or proprietary systems in use, which increases the challenge of delivering
interoperable products intended to address the requirements of such services.
The effective delivery of these services will depend, in part, on a variety of new network architectures, standards and devices, such as:

« the adoption of cloud-native media processing architectures;

« the adoption of advanced video compression standards, such as next generation H.264 compression and HEVC;

« the CCAP architecture;

« fiber to the premises, or FTTP, networks designed to facilitate the delivery of video services by telcos;

« the greater use of protocols such as IP;

» the further adoption of bandwidth-optimization techniques, such as DOCSIS 3.0 and DOCSIS 3.1; and

* the introduction of new consumer devices, such as advanced set-top boxes, DVRs and network DVRs, connected TVs, tablet computers, and a
variety of smart phone mobile devices.

If adoption of these emerging services and/or technologies is not as widespread or as rapid as we expect, or if we are unable to develop new products based on
these technologies on a timely basis, our operating results, financial condition and cash flows could be materially and adversely affected.

Furthermore, other technological, industry and regulatory trends and requirements may affect the growth of our business.
These trends and requirements include the following:

* convergence, whereby network operators bundle video, voice and data services to consumers, including mobile delivery options;
* the increasing availability of traditional broadcast video content and video-on-demand on the Internet;

+ adoption of high-bandwidth technology, such as DOCSIS 3.x, next generation LTE and FTTP;

« the use of digital video by businesses, governments and educational institutions;

« efforts by regulators and governments in the U.S. and internationally to encourage the adoption of broadband and digital technologies, as well as to
regulate broadband access and delivery;

« consumer interest in higher resolution video such as Ultra HD or retina-display technologies on mobile devices;
+ the need to develop partnerships with other companies involved in video infrastructure workflow and broadband services;

» the continued adoption of the television viewing behaviors of consumers in developed economies by the growing middle class across emerging
economies;

« the extent and nature of regulatory attitudes towards issues such as network neutrality, competition between operators, access by third parties to
networks of other operators, local franchising requirements for telcos to offer video, and other new services, such as mobile video; and
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« the outcome of disputes and negotiations between content owners and service providers regarding rights of service providers to store and distribute
recorded broadcast content, which outcomes may drive adoption of one technology over another in some cases.

If we fail to recognize and respond to these trends, by timely developing products, features and services required by these trends, we are likely to lose revenue
opportunities and our operating results, financial condition and cash flows could be materially and adversely affected.

We depend significantly on our international revenue and are subject to the risks associated with international operations, including those of our
resellers, contract manufacturers and outsourcing partners, which may negatively affect our operating results.

Revenue derived from customers outside of the U.S. for the nine months ended September 29, 2017 and September 30, 2016 represented approximately 62%
and 56% of our revenue, respectively. Although no assurance can be given with respect to international sales growth in any one or more regions, we expect
that international revenue will likely continue to represent, from year to year, a majority, and potentially increasing, percentage of our annual revenue for the
foreseeable future. A significant percentage of our revenue is generated from sales to resellers, value-added resellers (“VARs”) and systems integrators,
particularly in emerging market countries. Furthermore, a significant percentage of our employees are based in our international offices and locations, and
most of our contract manufacturing occurs outside of the U.S. In addition, we outsource a portion of our research and development activities to certain third-
party partners with development centers located in different countries, particularly Ukraine and India.
Our international operations, the international operations of our resellers, contract manufacturers and outsourcing partners, and our efforts to maintain and
increase revenue in international markets are subject to a number of risks, which are generally greater with respect to emerging market countries, including
the following:

« growth and stability of the economy in one or more international regions;

« fluctuations in currency exchange rates;

* changes in foreign government regulations and telecommunications standards;

« import and export license requirements, tariffs, taxes, economic sanctions, contractual limitations and other trade barriers;

* our significant reliance on resellers and others to purchase and resell our products and solutions, particularly in emerging market countries;

« availability of credit, particularly in emerging market countries;

* longer collection periods and greater difficulty in enforcing contracts and collecting accounts receivable, especially from smaller customers and
resellers, particularly in emerging market countries;

« compliance with the U.S. Foreign Corrupt Practices Act (the “FCPA”), the U.K. Bribery Act and/or similar anti-corruption and anti-bribery laws,
particularly in emerging market countries;

« the burden of complying with a wide variety of foreign laws, treaties and technical standards;
« fulfilling “country of origin” requirements for our products for certain customers;
« difficulty in staffing and managing foreign operations;

* business and operational disruptions or delays caused by political, social and economic instability and unrest, including risks related to terrorist
activity, particularly in emerging market countries (e.g., recent significant civil, political and economic disturbances in Ukraine);

* changes in economic policies by foreign governments, including the imposition and potential continued expansion of economic sanctions by the
U.S. and the European Union on the Russian Federation;
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« the effects and any resulting negative economic impact of the recent U.S. election or the U.K.’s referendum to exit the European Union; and
* business and economic disruptions and delays caused by outbreaks of disease, epidemics and potential pandemics.

We have certain international customers who are billed in their local currency, primarily the Euro, British pound and Japanese yen, which subjects us to
foreign currency risk. In addition, a portion of our operating expenses relating to the cost of certain international employees, are denominated in foreign
currencies, primarily the Israeli shekel, British pound, Euro, Singapore dollar, Chinese yuan and Indian rupee, although we do hedge against the Israeli
shekel. Gains and losses on the conversion to U.S. dollars of accounts receivable, accounts payable and other monetary assets and liabilities arising from
international operations may contribute to fluctuations in our operating results. Furthermore, payment cycles for international customers are typically longer
than those for customers in the U.S. Unpredictable payment cycles could cause us to fail to meet or exceed the expectations of security analysts and investors
for any given period.

Most of our international revenue is denominated in U.S. dollars, and fluctuations in currency exchange rates could cause our products to become relatively
more expensive to customers in a particular country or region, leading to a reduction in revenue or profitability from sales in that country or region. The
potential negative impact of a strong U.S. dollar on our business may be exacerbated by the significant devaluation of a number of foreign currencies. Also, if
the U.S. dollar were to weaken against many foreign currencies, there can be no assurance that a weaker dollar would lead to growth in capital spending in
foreign markets.

Our operations outside the U.S. also require us to comply with a number of U.S. and international regulations that prohibit improper payments or offers of
payments to foreign governments and their officials and political parties for corrupt purposes. For example, our operations in countries outside the U.S. are
subject to the FCPA and similar laws, including the U.K. Bribery Act. Our activities in certain emerging countries create the risk of unauthorized payments or
offers of payments by one of our employees, consultants, sales agents or channel partners that could be in violation of various anti-corruption laws, even
though these parties may not be under our control. Under the FCPA and U.K. Bribery Act, companies may be held liable for the corrupt actions taken by their
directors, officers, employees, channel partners, sales agents, consultants, or other strategic or local partners or representatives. We have internal control
policies and procedures with respect to FCPA compliance, have implemented FCPA training and compliance programs for our employees, and include in our
agreements with resellers a requirement that those parties comply with the FCPA. However, we cannot provide assurances that our policies, procedures and
programs will prevent violations of the FCPA or similar laws by our employees or agents, particularly in emerging market countries, and as we expand our
international operations. Any such violation, even if prohibited by our policies, could result in criminal or civil sanctions against us.

The effect of one or more of these international risks could have a material and adverse effect on our business, financial condition, operating results and cash
flows.

We purchase several key components, subassemblies and modules used in the manufacture or integration of our products from sole or limited sources,
and we rely on contract manufacturers and other subcontractors.

Many components, subassemblies and modules necessary for the manufacture or integration of our products are obtained from a sole supplier or a limited
group of suppliers. For example, we depend on two suppliers for certain video encoding chips which are incorporated into several products. Our reliance on
sole or limited suppliers, particularly foreign suppliers, and our reliance on contractors for manufacturing and installation of our products, involves several
risks, including a potential inability to obtain an adequate supply of required components, subassemblies or modules; reduced control over costs, quality and
timely delivery of components, subassemblies or modules; supplier discontinuation of components, subassemblies or modules we require; and timely
installation of products. In addition, the result of the recent presidential election in the United States has created uncertainty regarding trade policies.
Specifically, the new administration has suggested imposing tariffs or other restrictions on foreign imports. If any such tariffs are imposed on products or
components that we import, including those obtained from a sole supplier or a limited group of suppliers, we could experience reduced revenues or may have
to raise our prices, either of which could have an adverse effect on our business, financial condition and operating results.

These risks could be heightened during a substantial economic slowdown, because our suppliers and subcontractors are more likely to experience adverse
changes in their financial condition and operations during such a period. Further, these risks could materially and adversely affect our business if one of our
sole sources, or a sole source of one of our suppliers or contract manufacturers, is adversely affected by a natural disaster. While we expend resources to
qualify additional component sources, consolidation of suppliers and the small number of viable alternatives have limited the results of these efforts.
Managing our
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supplier and contractor relationships is particularly difficult during time periods in which we introduce new products and during time periods in which
demand for our products is increasing, especially if demand increases more quickly than we expect.

Plexus Services Corp., which manufactures our products at its facilities in Malaysia, currently serves as our primary contract manufacturer, and currently
provides us with a substantial majority, by dollar amount, of the products that we purchase from our contract manufacturers. Most of the products
manufactured by our Israeli operations are outsourced to another third-party manufacturer in Israel. From time to time we assess our relationship with our
contract manufacturers, and we do not generally maintain long-term agreements with any of our suppliers or contract manufacturers. Our agreement with
Plexus has automatic annual renewals, unless prior notice is given by either party, and has been automatically renewed for a term expiring in October 2017.

Difficulties in managing relationships with any of our current contract manufacturers, particularly Plexus, that manufacture our products off-shore, or any of
our suppliers of key components, subassemblies and modules used in our products, could impede our ability to meet our customers’ requirements and
adversely affect our operating results. An inability to obtain adequate and timely deliveries of our products or any materials used in our products, or the
inability of any of our contract manufacturers to scale their production to meet demand, or any other circumstance that would require us to seek alternative
sources of supply, could negatively affect our ability to ship our products on a timely basis, which could damage relationships with current and prospective
customers and harm our business and materially and adversely affect our revenue and other operating results. Furthermore, if we fail to meet customers’
supply expectations, our revenue would be adversely affected and we may lose sales opportunities, both short and long term, which could materially and
adversely affect our business and our operating results, financial condition and cash flows. Increases, from time to time, in demand on our suppliers and
subcontractors from our customers or from other parties have, on occasion, caused delays in the availability of certain components and products. In response,
we may increase our inventories of certain components and products and expedite shipments of our products when necessary. These actions could increase
our costs and could also increase our risk of holding obsolete or excess inventory, which, despite our use of a demand order fulfillment model, could
materially and adversely affect our business, operating results, financial condition and cash flows.

The loss of one or more of our key customers, a failure to continue diversifying our customer base, or a decrease in the number of larger transactions
could harm our business and our operating results.

Historically, a significant portion of our revenue has been derived from relatively few customers, due in part to the consolidation of the ownership of cable
television and direct broadcast satellite system companies. Sales to our top 10 customers in the nine months ended September 29, 2017 and September 30,
2016 accounted for approximately 26% and 30% of revenue, respectively. Although we have broadened our customer base by further penetrating new
markets and expanding internationally, we expect to see continuing industry consolidation and customer concentration.

No customer accounted for more than 10% of our net revenue in the nine months ended September 29, 2017 and September 30, 2016. Further consolidation
in the cable industry could lead to additional revenue concentration for us. The loss of any significant customer, or any material reduction in orders from any
other significant customer, or our failure to qualify our new products with any significant customer could materially and adversely affect, either long term or
in a particular quarter, our operating results, financial condition and cash flows. Further, if Comcast does not increase its adoption of our technologies or
purchases of our products in connection with the Warrant we issued to them in September 2016, or does so more slowly than we anticipate, we may be unable
to realize the anticipated benefits of the Warrant and our operating results, financial condition and cash flows could be materially and adversely effected.

In addition, we are involved in most quarters in one or more relatively large individual transactions. A decrease in the number of the relatively larger
individual transactions in which we are involved in any quarter could materially and adversely affect our operating results for that quarter.

As a result of these and other factors, we may be unable to increase our revenues from some or all of the markets we address, or to do so profitably, and any
failure to increase revenues and profits from these customers could materially and adversely affect our operating results, financial condition and cash flows.

We rely on resellers, value-added resellers and systems integrators for a significant portion of our revenue, and disruptions to, or our failure to develop
and manage our relationships with these customers or the processes and procedures that support them could adversely affect our business.

We generate a significant percentage of our revenue through sales to resellers, VARs and systems integrators that assist us with fulfillment or installation
obligations. We expect that these sales will continue to generate a significant percentage of our
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revenue in the future. Accordingly, our future success is highly dependent upon establishing and maintaining successful relationships with a variety of
channel partners.

We generally have no long-term contracts or minimum purchase commitments with any of our reseller, VAR or system integrator customers, and our contracts
with these parties do not prohibit them from purchasing or offering products or services that compete with ours. Our competitors may provide incentives to
any of our reseller, VAR or systems integrator customers to favor their products or, in effect, to prevent or reduce sales of our products. Any of our reseller,
VAR or systems integrator customers may independently choose not to purchase or offer our products. Many of our resellers, and some of our VARs and
system integrators are small, are based in a variety of international locations, and may have relatively unsophisticated processes and limited financial
resources to conduct their business. Any significant disruption of our sales to these customers, including as a result of the inability or unwillingness of these
customers to continue purchasing our products, or their failure to properly manage their business with respect to the purchase of, and payment for, our
products, could materially and adversely affect our business, operating results, financial condition and cash flows. In addition, our failure to continue to
establish or maintain successful relationships with reseller, VAR and systems integrator customers could likewise materially and adversely affect our business,
operating results, financial condition and cash flows.

We have made, and may continue to make, acquisitions, and any acquisition could disrupt our operations, cause dilution to our stockholders and
materially and adversely affect our business, operating results, cash flows and financial condition.

As part of our business strategy, from time to time we have acquired, and we may continue to acquire, businesses, technologies, assets and product lines that
we believe complement or expand our existing business. For example, on February 29, 2016, we announced the closing of our acquisition of TVN, which is
headquartered in Rennes, France. Acquisitions involve numerous risks, including the following:

« unanticipated costs or delays associated with an acquisition;

« difficulties in the assimilation and integration of acquired operations, technologies and/or products;

« potential disruption of our business and the diversion of management’s attention from the regular operations of the business during the acquisition
process;

« the challenges of managing a larger and more geographically widespread operation and product portfolio after the closing of the acquisition;
« potential adverse effects on new and existing business relationships with suppliers, contract manufacturers, resellers, partners and customers;
« compliance with regulatory requirements, such as local employment regulations and organized labor in France;

» risks associated with entering markets in which we may have no or limited prior experience;

« the potential loss of key employees of acquired businesses and our own business as a result of integration;

« difficulties in bringing acquired products and businesses into compliance with applicable legal requirements in jurisdictions in which we operate
and sell products;

« impact of known potential liabilities or unknown liabilities, including litigation and infringement claims, associated with companies we acquire;

« substantial charges for acquisition costs or for the amortization of certain purchased intangible assets, deferred stock compensation or similar items;
* substantial impairments to goodwill or intangible assets in the event that an acquisition proves to be less valuable than the price we paid for it;

« difficulties in establishing and maintaining uniform financial and other standards, controls, procedures and policies;

* delays in realizing, or failure to realize, the anticipated benefits of an acquisition; and
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« the possibility that any acquisition may be viewed negatively by our customers or investors or the financial markets.

Competition within our industry for acquisitions of businesses, technologies, assets and product lines has been, and is likely to continue to be, intense. As
such, even if we are able to identify an acquisition that we would like to consummate, we may not be able to complete the acquisition on commercially
reasonable terms or because the target chooses to be acquired by another company. Furthermore, in the event that we are able to identify and consummate any
future acquisitions, we may, in each of those acquisitions:

* issue equity securities which would dilute current stockholders’ percentage ownership;

« incur substantial debt to finance the acquisition or assume substantial debt in the acquisition;
« incur significant acquisition-related expenses;

« assume substantial liabilities, contingent or otherwise; or

« expend significant cash.

These financing activities or expenditures could materially and adversely affect our operating results, cash flows and financial condition or the price of our
common stock. Alternatively, due to difficulties in the capital or credit markets at the time, we may be unable to secure capital necessary to complete an
acquisition on reasonable terms, or at all. Moreover, even if we were to obtain benefits from acquisitions in the form of increased revenue and earnings per
share, there may be a delay between the time the expenses associated with an acquisition are incurred and the time we recognize such benefits.

In addition to the risks outlined above, if we are unable to continue to achieve the objectives of our TVN acquisition, the anticipated benefits and potential
synergies of the acquisition may not be realized fully or at all or may take longer to realize than expected. Any failure to timely realize these anticipated
benefits would have a material adverse effect on our business, operating results and financial condition. Further, if we are unable to successfully receive
payment of any significant portion of TVN’s existing French R&D tax credit receivables from the French tax authority as expected, or are unable to
successfully apply for or otherwise obtain the financial benefit of new French R&D tax credits in future years, our ability to achieve the anticipated benefits
of the acquisition as well as our business, operating results and financial condition could be adversely affected.

As of September 29, 2017, we had approximately $241.9 million of goodwill recorded on our balance sheet associated with prior acquisitions. In the event we
determine that our goodwill is impaired, we would be required to write down all or a portion of such goodwill, which could result in a material non-cash
charge to our results of operations in the period in which such write-down occurs.

If we are unable to successfully address one or more of these risks, our business, operating results, financial condition and cash flows could be materially and
adversely affected.

We may not be able to effectively manage our operations.

We have grown significantly, principally through acquisitions, and expanded our international operations. For example, upon the closing of our acquisition of
TVN on February 29, 2016, we added 438 employees, most of whom are based in France.

As of September 29, 2017, we had 811 employees in our international operations, representing approximately 64% of our worldwide workforce. Our ability to
manage our business effectively in the future, including with respect to any future growth, our operation as both a hardware and increasingly software-centric
business, the integration of any acquisition efforts such as our recent acquisition of TVN, and the breadth of our international operations, will require us to
train, motivate and manage our employees successfully, to attract and integrate new employees into our overall operations, to retain key employees and to
continue to improve and evolve our operational, financial and management systems. There can be no assurance that we will be successful in any of these
efforts, and our failure to effectively manage our operations could have a material and adverse effect on our business, operating results, cash flows and
financial condition.

We face risks associated with having outsourced engineering resources located in Ukraine.

We outsource a portion of our research and development activities to a third-party partner with engineering resources located in Ukraine. Political, social and
economic instability and unrest or violence in Ukraine, including the ongoing conflict with

59



Table of Contents

Russian-backed separatists or conflict with the Russian Federation directly, could cause disruptions to the business and operations of our outsourcing partner,
which could slow or delay the development work our partner is undertaking for us. Instability, unrest or conflict could limit or prevent our employees from
traveling to, from, or within Ukraine to direct and coordinate our outsourced engineering teams, or cause us to shift all or portions of the development work
occurring in Ukraine to other locations or countries. The resulting delays could negatively impact our product development efforts, operating results and our
business.

We face risks associated with having facilities and employees located in Israel.

As of September 29, 2017, we maintained facilities in Israel with a total of 166 employees, or approximately 13% of our worldwide workforce. Our
employees in Israel engage in a number of activities, for both our Video and Cable Edge business segments, including research and development, product
development, and supply chain management for certain product lines and sales activities.

As such, we are directly affected by the political, economic and military conditions affecting Israel. Any significant conflict involving Israel could have a
direct effect on our business or that of our Israeli contract manufacturers, in the form of physical damage or injury, restrictions from traveling or reluctance to
travel to from or within Israel by our Israeli and other employees or those of our subcontractors, or the loss of Israeli employees to active military duty. Most
of our employees in Israel are currently obligated to perform annual reserve duty in the Israel Defense Forces, and approximately 10% of those employees
were called for active military duty in 2016. In the event that more of our employees are called to active duty, certain of our research and development
activities may be significantly delayed and adversely affected. Further, the interruption or curtailment of trade between Israel and its trading partners, as a
result of terrorist attacks or hostilities, conflicts between Israel and any other Middle Eastern country or organization, or any other cause, could significantly
harm our business. Additionally, current or future tensions or conflicts in the Middle East could materially and adversely affect our business, operating results,
financial condition and cash flows.

Our operating results are likely to fluctuate significantly and, as a result, may fail to meet or exceed the expectations of securities analysts or investors,
causing our stock price to decline.

Our operating results have fluctuated in the past and are likely to continue to fluctuate in the future, on an annual and a quarterly basis, as a result of several
factors, many of which are outside of our control. Some of the factors that may cause these fluctuations include:

* the level and timing of capital spending of our customers in the U.S., Europe and in other markets;

+ economic and financial conditions specific to each of the cable, satellite and telco, and broadcast and media industries, as well as general economic
and financial market conditions, including any stemming from an unstable political environment in the United States or abroad as well as those
resulting from regulatory or tax policy changes from the Trump administration;

* changes in market acceptance of and demand for our products or our customers’ services or products;

« the timing and amount of orders, especially from large individual transactions and transactions with our significant customers;

« the mix of our products sold and the effect it has on gross margins;

« the timing of revenue recognition, including revenue recognition on sales arrangements and from transactions with significant service and support
components, which may span several quarters;

« the timing of completion of our customers’ projects;

« the length of each customer product upgrade cycle and the volume of purchases during the cycle;
+ competitive market conditions, including pricing actions by our competitors;

« the level and mix of our domestic and international revenue;

* new product introductions by our competitors or by us;
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« uncertainty in both the U.K. and the European Union due to the U.K.’s referendum to exit the European Union, which could adversely affect our
results, financial condition and prospects;

* changes in domestic and international regulatory environments affecting our business;

« the evaluation of new services, new standards and system architectures by our customers;

« the cost and timely availability to us of components, subassemblies and modules;

« the mix of our customer base, by industry and size, and sales channels;

+ changes in our operating and extraordinary expenses;

« the timing of acquisitions and dispositions by us and the financial impact of such transactions;
« impairment of our goodwill and intangibles;

« the impact of litigation, such as related litigation expenses and settlement costs;

« write-downs of inventory and investments;

+ changes in our effective federal tax rate, including as a result of changes in our valuation allowance against our deferred tax assets, and changes in
our effective state tax rates, including as a result of apportionment;

+ changes to tax rules related to the deferral of foreign earnings and compliance with foreign tax rules;

« the impact of applicable accounting guidance on accounting for uncertainty in income taxes that requires us to establish reserves for uncertain tax
positions and accrue potential tax penalties and interest; and

« the impact of applicable accounting guidance on business combinations that requires us to record charges for certain acquisition related costs and
expenses and generally to expense restructuring costs associated with a business combination subsequent to the acquisition date.

The timing of deployment of our products by our customers can be subject to a number of other risks, including the availability of skilled engineering and
technical personnel, the availability of third-party equipment and services, our customers’ ability to negotiate and enter into rights agreements with video
content owners that provide the customers with the right to deliver certain video content, and our customers’ need for local franchise and licensing approvals.

We often recognize a substantial portion of our quarterly revenue in the last month of the quarter. We establish our expenditure levels for product development
and other operating expenses based on projected revenue levels for a specified period, and expenses are relatively fixed in the short term. Accordingly, even
small variations in the timing of revenue, particularly from relatively large individual transactions, can cause significant fluctuations in operating results in a
particular quarter.

As a result of these factors and other factors, our operating results in one or more future periods may fail to meet or exceed the expectations of securities
analysts or investors. In that event, the trading price of our common stock would likely decline.

Fluctuations in our future effective tax rates could affect our future operating results, financial condition and cash flows.

We are required to periodically review our deferred tax assets and determine whether, based on available evidence, a valuation allowance is necessary. The
realization of our deferred tax assets, which are predominantly in the U.S., is dependent upon the generation of sufficient U.S. and foreign taxable income in
the future to offset these assets. Based on our evaluation, a history of operating losses in recent years has led to uncertainty with respect to our ability to
realize certain of our net deferred tax assets, and as a result we recorded a net increase in valuation allowance of $18.3 million and $3.1 million in 2016 and
2015, respectively, against U.S. net deferred tax assets. This increase in valuation allowance was offset partially by the release of $8.4 million of valuation
allowance associated with TVN.

The calculation of tax liabilities involves dealing with uncertainties in the application of complex global tax regulations. We recognize potential liabilities for
anticipated tax audit issues in the U.S. and other tax jurisdictions based on our estimate of
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whether, and the extent to which, additional taxes will be due. In the event we determine that it is appropriate to create a reserve or increase an existing
reserve for any such potential liabilities, the amount of the additional reserve is charged as an expense in the period in which it is determined. If payment of
these amounts ultimately proves to be unnecessary, the reversal of the liabilities would result in tax benefits being recognized in the period when we
determine the liabilities are no longer necessary. If the estimate of tax liabilities proves to be less than the ultimate tax assessment for the applicable period, a
further charge to expense in the period such short fall is determined would result. Either such charge to expense could have a material and adverse effect on
our operating results for the applicable period.

We continue to be in the process of expanding our international operations and staffing to better support our expansion into international markets. This
expansion involves the implementation of an international structure that includes, among other things, an international support center in Europe, research and
development cost sharing arrangements, and certain licenses and other contractual arrangements between us and our wholly-owned domestic and foreign
subsidiaries. As a result of these changes, we anticipate that our consolidated pre-tax income will be subject to foreign tax at relatively lower tax rates when
compared to the U.S. federal statutory tax rate and, as a consequence, our effective income tax rate is expected to be lower than the U.S. federal statutory rate.

Our future effective income tax rates could be adversely affected if tax authorities challenge our international tax structure or if the relative mix of U.S. and
international income changes for any reason. Accordingly, there can be no assurance that our income tax rate will be less than the U.S. federal statutory rate in
future periods.

We or our customers may face intellectual property infringement claims from third parties.

Our industry is characterized by the existence of a large number of patents and frequent claims and related litigation regarding patent and other intellectual
property rights. In particular, leading companies in the telecommunications industry have extensive patent portfolios. Also, patent infringement claims and
litigation by entities that purchase or control patents, but do not produce goods or services covered by the claims of such patents (so-called “non-practicing
entities” or “NPEs”), have increased rapidly over the last decade or so. From time to time, third parties, including NPEs, have asserted, and may assert in the
future, patent, copyright, trademark and other intellectual property rights against us or our customers. Our suppliers and their customers, including us, may
have similar claims asserted against them. A number of third parties, including companies with greater financial and other resources than us, have asserted
patent rights to technologies that are important to us.

Any intellectual property litigation, regardless of its outcome, could result in substantial expense and significant diversion of the efforts of our management
and technical personnel. An adverse determination in any such proceeding could subject us to significant liabilities and temporary or permanent injunctions
and require us to seek licenses from third parties or pay royalties that may be substantial. Furthermore, necessary licenses may not be available on terms
satisfactory to us, or at all. An unfavorable outcome on any such litigation matter could require that we pay substantial damages, could require that we pay
ongoing royalty payments, or could prohibit us from selling certain of our products. Any such outcome could have a material and adverse effect on our
business, operating results, financial condition and cash flows.

Our suppliers and customers may have intellectual property claims relating to our products asserted against them. We have agreed to indemnify some of our
suppliers and most of our customers for patent infringement relating to our products. The scope of this indemnity varies, but, in some instances, includes
indemnification for damages and expenses (including reasonable attorney’s fees) incurred by the supplier or customer in connection with such claims. If a
supplier or a customer seeks to enforce a claim for indemnification against us, we could incur significant costs defending such claim, the underlying claim or
both. An adverse determination in either such proceeding could subject us to significant liabilities and have a material and adverse effect on our operating
results, cash flows and financial condition.

We may be the subject of litigation which, if adversely determined, could harm our business and operating results.

We may be subject to claims arising in the normal course of business. The costs of defending any litigation, whether in cash expenses or in management time,
could harm our business and materially and adversely affect our operating results and cash flows. An unfavorable outcome on any litigation matter could
require that we pay substantial damages, or, in connection with any intellectual property infringement claims, could require that we pay ongoing royalty
payments or prohibit us from selling certain of our products. In addition, we may decide to settle any litigation, which could cause us to incur significant
settlement costs. A settlement or an unfavorable outcome on any litigation matter could have a material and adverse effect on our business, operating results,
financial condition and cash flows.
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We may sell one or more of our product lines, from time to time, as a result of our evaluation of our products and markets, and any such divestiture could
adversely dffect our continuing business and our expenses, revenues, results of operation, cash flows and financial position.

We periodically evaluate our various product lines and may, as a result, consider the divestiture of one or more of those product lines, and in the past have
sold product lines. Any such divestiture could adversely affect our continuing business and expenses, revenues, results of operations, cash flows and financial
position.

Divestitures of product lines have inherent risks, including the expense of selling the product line, the possibility that any anticipated sale will not occur,
delays in closing any sale, the risk of lower-than-expected proceeds from the sale of the divested business, unexpected costs associated with the separation of
the business to be sold from the seller’s information technology and other operating systems, and potential post-closing claims for indemnification or breach
of transition services obligations of the seller. Expected cost savings, which are offset by revenue losses from divested businesses, may also be difficult to
achieve or maximize due to the seller’s fixed cost structure, and a seller may experience varying success in reducing fixed costs or transferring liabilities
previously associated with the divested business.

In order to manage our growth, we must be successful in addressing management succession issues and attracting and retaining qualified personnel.

Our future success will depend, to a significant extent, on the ability of our management to operate effectively, both individually and as a group. We must
successfully manage transition and replacement issues that may result from the departure or retirement of members of our executive management. We cannot
provide assurances that changes of management personnel in the future would not cause disruption to operations or customer relationships or a decline in our
operating results.

We are also dependent on our ability to retain and motivate our existing highly qualified personnel, in addition to attracting new highly qualified personnel.
Competition for qualified management, technical and other personnel is often intense, and we may not be successful in attracting and retaining such
personnel. Competitors and others have in the past attempted, and are likely in the future to attempt, to recruit our employees. While our employees are
required to sign standard agreements concerning confidentiality and ownership of inventions, we generally do not have employment contracts or non-
competition agreements with any of our personnel. The loss of the services of any of our key personnel, the inability to attract or retain highly qualified
personnel in the future or delays in hiring such personnel, particularly senior management and engineers and other technical personnel, could negatively affect
our business and operating results. Furthermore, a certain portion of our personnel is comprised of foreign nationals whose ability to work for us depends on
obtaining the necessary visas. Our ability to hire and retain foreign nationals, and their ability to remain and work in the United States, is affected by various
laws and regulations, including limitations on the availability of visas. Changes in the laws or regulations affecting the availability of visas may adversely
affect our ability to hire or retain key personnel and as a result may impair our operations.

We could be negatively affected as a result of a future proxy contest and the actions of activist stockholders.

If a proxy contest with respect to election of our directors is initiated in the future, or if other activist stockholder activities occur, our business could be
adversely affected because:

* responding to a proxy contest and other actions by activist stockholders can be costly and time-consuming, disrupting our operations and diverting
the attention of management and our employees;

» perceived uncertainties as to our future direction caused by activist activities may result in the loss of potential business opportunities, and may
make it more difficult to attract and retain qualified personnel and business partners; and

« if individuals are elected to our Board with a specific agenda, it may adversely affect our ability to effectively and timely implement our strategic
plans.

Our failure to adequately protect our proprietary rights and data may adversely affect us.

At September 29, 2017, we held 76 issued U.S. patents and 46 issued foreign patents, and had 81 patent applications pending. Although we attempt to protect
our intellectual property rights through patents, trademarks, copyrights, licensing arrangements, maintaining certain technology as trade secrets and other
measures, we can give no assurances that any patent, trademark, copyright or other intellectual property rights owned by us will not be invalidated,
circumvented or challenged, that such intellectual property rights will provide competitive advantages to us, or that any of our pending or future patent
applications
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will be issued with the scope of the claims sought by us, if at all. We can give no assurances that others will not develop technologies that are similar or
superior to our technologies, duplicate our technologies or design around the patents that we own. In addition, effective patent, copyright and trade secret
protection may be unavailable or limited in certain foreign countries in which we do business or may do business in the future.

We generally enter into confidentiality or license agreements with our employees, consultants, and vendors and our customers, as needed, and generally limit
access to, and distribution of, our proprietary information. Nevertheless, we cannot provide assurances that the steps taken by us will prevent
misappropriation of our technology. In addition, we have taken in the past, and may take in the future, legal action to enforce our patents and other intellectual
property rights, to protect our trade secrets, to determine the validity and scope of the proprietary rights of others, or to defend against claims of infringement
or invalidity. Such litigation could result in substantial costs and diversion of management time and other resources, and could materially and adversely affect
our business, operating results, financial condition and cash flows.

Recently reported hacking attacks on government and commercial computer systems, particularly attacks sponsored by foreign governments or enterprises,
raise the risks that such an attack may compromise, in a material respect, one or more of our computer systems and permit hackers access to our proprietary
information and data. If such an attack does, in fact, allow access to or theft of our proprietary information or data, our business, operating results, financial
condition and cash flows could be materially and adversely affected.

Our products include third-party technology and intellectual property, and our inability to acquire new technologies or use third-party technology in the
future could harm our business.

In order to successfully develop and market certain of our planned products, we may be required to enter into technology development or licensing
agreements with third parties. Although companies with technology useful to us are often willing to enter into technology development or licensing
agreements with respect to such technology, we cannot provide assurances that such agreements may be negotiated on commercially reasonable terms, or at
all. The failure to enter, or a delay in entering, into such technology development or licensing agreements, when necessary or desirable, could limit our ability
to develop and market new products and could materially and adversely affect our business.

We incorporate certain third-party technologies, including software programs, into our products, and, as noted, intend to utilize additional third-party
technologies in the future. In addition, the technologies that we license may not operate properly or as specified, and we may not be able to secure alternatives
in a timely manner, either of which could harm our business. We could face delays in product releases until alternative technology can be identified, licensed
or developed, and integrated into our products, if we are able to do so at all. These delays, or a failure to secure or develop adequate technology, could
materially and adversely affect our business, operating results, financial condition and cash flows.

Our use of open source software in some of our products may expose us to certain risks.

Some of our products contain software modules licensed for use from third-party authors under open source licenses. Use and distribution of open source
software may entail greater risks than use of third-party commercial software, as open source licensors generally do not provide warranties or other
contractual protections regarding infringement claims or the quality of the code. Some open source licenses contain requirements that we make available
source code for modifications or derivative works we create based upon the type of open source software we use. If we combine our proprietary software with
open source software in a certain manner, we could, under certain of the open source licenses, be required to release the source code of our proprietary
software to the public. This could allow our competitors to create similar products with lower development effort and in less time and ultimately could result
in a loss of product sales for us.

Although we monitor our use of open source closely, it is possible our past, present or future use of open source has triggered or may trigger the foregoing
requirements. Furthermore, the terms of many open source licenses have not been interpreted by U.S. courts, and there is a risk that such licenses could be
construed in a manner that could impose unanticipated conditions or restrictions on our ability to commercialize our products. In such event, we could be
required to seek licenses from third parties in order to continue offering our products, to re-engineer our products or to discontinue the sale of our products in
the event re-engineering cannot be accomplished on a timely basis, any of which could materially and adversely affect our operating results, financial
condition and cash flows.

We are subject to import and export control and trade and economic sanction laws and requlations that could subject us to liability or impair our ability to
compete in international markets.
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Our products are subject to U.S. export control laws, and may be exported outside the U.S. only with the required export license or through an export license
exception, in most cases because we incorporate encryption technology into certain of our products. We are also subject to U.S. trade and economic sanction
regulations which include prohibitions on the sale or supply of certain products and services to U.S. embargoed or sanctioned countries, governments, persons
and entities. In addition, various countries regulate the import of certain technology and have enacted laws that could limit our ability to distribute our
products, or could limit our customers’ ability to implement our products, in those countries. Although we take precautions and have processes in place to
prevent our products and services from being provided in violation of such laws, our products may have been in the past, and could in the future be, provided
inadvertently in violation of such laws, despite the precautions we take. If we fail to comply with these laws, we and certain of our employees could be
subject to civil or criminal penalties, including the possible loss of export privileges, monetary penalties, and, in extreme cases, imprisonment of responsible
employees for knowing and willful violations of these laws. Additionally, our business and operating results be adversely affected through penalties,
reputational harm, loss of access to certain markets, or otherwise.

In addition, we may be subject to customs duties that could have a significant adverse impact on our operating results or, if we are able to pass on the related
costs in any particular situation, would increase the cost of the related product to our customers. As a result, the future imposition of significant increases in
the level of customs duties or the creation of import quotas on our products in Europe or in other jurisdictions, or any of the limitations on international sales
described above, could have a material adverse effect on our business, operating results, financial condition and cash flows. Further, some of our customers in
Europe have been, or are being, audited by local governmental authorities regarding the tariff classifications used for importation of our products. Import
duties and tariffs vary by country and a different tariff classification for any of our products may result in higher duties or tariffs, which could have an adverse
impact on our operating results and potentially increase the cost of the related products to our customers.

We may need additional capital in the future and may not be able to secure adequate funds at all or on terms acceptable to us.

We have been engaged in the design, manufacture and sale of a variety of video products and system solutions since inception, which has required, and will
continue to require, significant research and development expenditures.

We believe that our existing cash of approximately $50.0 million at September 29, 2017 will satisfy our cash requirements for at least the next 12 months.
However, we may need to raise additional funds to take advantage of presently unanticipated strategic opportunities, satisfy our other cash requirements from
time to time, or strengthen our financial position. Our ability to raise funds may be adversely affected by a number of factors, including factors beyond our
control, such as weakness in the economic conditions in markets in which we sell our products and continued uncertainty in financial, capital and credit
markets. There can be no assurance that equity or debt financing will be available to us on reasonable terms, if at all, when and if it is needed.

We may raise additional financing through public or private equity offerings, debt financings, or corporate partnership or licensing arrangements. To the
extent we raise additional capital by issuing equity securities or convertible debt, our stockholders may experience dilution. To the extent that we raise
additional funds through collaboration and licensing arrangements, it may be necessary to relinquish some rights to our technologies or products, or grant
licenses on terms that are not favorable to us. To the extent we raise capital through debt financing arrangements, we may be required to pledge assets or enter
into covenants that could restrict our operations or our ability to incur further indebtedness and the interest on such debt may adversely affect our operating
results.

If adequate capital is not available, or is not available on reasonable terms, when needed, we may not be able to take advantage of acquisition or other market
opportunities, to timely develop new products, or to otherwise respond to competitive pressures.

Our operating results could be adversely dffected by natural disasters affecting us or impacting our third-party manufacturers, suppliers, resellers or
customers.

Our corporate headquarters is located in California, which is prone to earthquakes. We have employees, consultants and contractors located in regions and
countries around the world. In the event that any of our business, sales or research and development centers or offices in the U.S. or internationally are
adversely affected by an earthquake or by any other natural disaster, we may sustain damage to our operations and properties, which could cause a sustained
interruption or loss of affected operations, and cause us to suffer significant financial losses.

We rely on third-party contract manufacturers for the production of our products. Any significant disruption in the business or operations of such
manufacturers or of their or our suppliers could adversely impact our business. Our principal contract
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manufacturers and several of their and our suppliers and our resellers have operations in locations that are subject to natural disasters, such as severe weather,
tsunamis, floods and earthquakes, which could disrupt their operations and, in turn, our operations.

In addition, if there is a natural disaster in any of the locations in which our significant customers are located, we face the risk that our customers may incur
losses or sustained business interruption, or both, which may materially impair their ability to continue their purchase of products from us. Accordingly,
natural disaster in one of the geographies in which we, or our third-party manufacturers, their or our suppliers or our customers, operate could have a material
and adverse effect on our business, operating results, cash flows and financial condition.

Our business and industry are subject to various laws and regulations that could adversely affect our business, operating results, cash flows and financial
condition.

Our business and industry are regulated under various federal, state, local and international laws. For example, we are subject to environmental regulations
such as the European Union’s Waste Electrical and Electronic Equipment (WEEE) and Restriction on the Use of Certain Hazardous Substances in Electrical
and Electronic Equipment (RoHS) directives and similar legislation enacted in other jurisdictions worldwide. Our failure to comply with these laws could
result in our being directly or indirectly liable for costs, fines or penalties and third-party claims, and could jeopardize our ability to conduct business in such
regions and countries. We expect that our operations will be affected by other new environmental laws and regulations on an ongoing basis. Although we
cannot predict the ultimate impact of any such new laws and regulations, they would likely result in additional costs, and could require that we redesign or
change how we manufacture our products, any of which could have a material and adverse effect on our operating results, financial condition and cash flows.

We are subject to the Sarbanes-Oxley Act of 2002 which, among other things, requires an annual review and evaluation of our internal control over financial
reporting. If we conclude in future periods that our internal control over financial reporting is not effective or if our independent registered public accounting
firm is unable to provide an unqualified attestation as of future year-ends, we may incur substantial additional costs in an effort to correct such problems, and
investors may lose confidence in our financial statements, and our stock price may decrease in the short term, until we correct such problems, and perhaps in
the long term, as well.

We are subject to requirements under the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 that require us to conduct research, disclose,
and report whether or not our products contain certain conflict minerals sourced from the Democratic Republic of Congo or its surrounding countries. The
implementation of these requirements could adversely affect the sourcing, availability, and pricing of the materials used in the manufacture of components
used in our products. In addition, we may incur certain additional costs to comply with the disclosure requirements, including costs related to conducting
diligence procedures to determine the sources of conflict minerals that may be used or necessary to the production of our products and, if applicable, potential
changes to products, processes or sources of supply as a consequence of such verification activities. It is also possible that we may face reputational harm if
we determine that certain of our products contain minerals not determined to be conflict-free and/or we are unable to alter our products, processes or sources
of supply to avoid such materials.

Changes in telecommunications legislation and regulations in the U.S. and other countries could affect our sales and the revenue we are able to derive from
our products. In particular, “net neutrality” rules issued by the U.S. Federal Communications Commission (FCC) or regulations dealing with access by
competitors to the networks of incumbent operators could slow or stop infrastructure and services investments or expansion by service providers. Increased
regulation of our customers’ pricing or service offerings could limit their investments and, consequently, revenue from our products. The impact of new or
revised legislation or regulations could have a material adverse effect on our business, operating results, financial condition and cash flows.

Some anti-takeover provisions contained in our certificate of incorporation and bylaws, as well as provisions of Delaware law, could impair a takeover
attempt.

We have provisions in our certificate of incorporation and bylaws that could have the effect of rendering more difficult or discouraging an acquisition deemed
undesirable by our Board. These include provisions:

« authorizing blank check preferred stock, which could be issued with voting, liquidation, dividend and other rights superior to our common stock;
+ limiting the liability of, and providing indemnification to, our directors and officers;
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« limiting the ability of our stockholders to call, and bring business before, special meetings;

* requiring advance notice of stockholder proposals for business to be conducted at meetings of our stockholders and for nominations of candidates
for election to our Board;

« controlling the procedures for conducting and scheduling of Board and stockholder meetings; and

« providing the Board with the express power to postpone previously scheduled annual meetings and to cancel previously scheduled special
meetings.

These provisions could delay hostile takeovers, changes in control of the Company or changes in our management. As a Delaware corporation, we are also
subject to provisions of Delaware law, including Section 203 of the Delaware General Corporation law, which prevents some stockholders holding more than
15% of our outstanding common stock from engaging in certain business combinations without approval of the holders of substantially all of our outstanding
common stock. Any provision of our certificate of incorporation or bylaws or Delaware law that has the effect of delaying or deterring a change in control
could limit the opportunity for our stockholders to receive a premium for their shares of our common stock, and could also affect the price that some investors
are willing to pay for our common stock.

The nature of our business requires the application of complex revenue and expense recognition rules and the current legislative and regulatory
environment affecting generally accepted accounting principles is uncertain. Significant changes in current principles could affect our financial
statements going forward and changes in financial accounting standards or practices may cause adverse, unexpected financial reporting fluctuations and
harm our operating results.

The accounting rules and regulations that we must comply with are complex and subject to interpretation by FASB, the SEC and various bodies formed to
promulgate and interpret appropriate accounting principles. Recent actions and public comments from the FASB and the SEC have focused on the integrity of
financial reporting and internal controls. In addition, many companies’ accounting policies are being subject to heightened scrutiny by regulators and the
public. Further, the accounting rules and regulations are continually changing in ways that could materially impact our financial statements. For example, in
May 2014, the FASB issued Topic 606, as amended, which will supersede nearly all existing revenue recognition guidance. Although the new standard
permits early adoption as early as the first quarter of 2017, the effective date of the new revenue standard is our first quarter of 2018. We do not plan to early
adopt, and accordingly, we will adopt the new standard effective January 1, 2018. The new standard permits adoption either by using (i) a full retrospective
approach for all periods presented in the period of adoption or (ii) a modified retrospective approach with the cumulative effect of initially applying the new
standard recognized at the date of initial application and providing certain additional disclosures. We currently plan to adopt using the modified retrospective
approach; however, a final decision regarding the adoption method has not been finalized at this time. Our final determination will depend on a number of
factors such as the significance of the impact of the new standard on our financial results, system readiness, including that of software procured from third-
party providers, and our ability to accumulate and analyze the information necessary to assess the impact on prior period financial statements, as necessary.
While we continue to assess the potential impacts, under the new standards there is the potential for significant impacts to the accounting for software licenses
with undelivered features and professional services revenue with acceptances, and contract acquisition costs, both with respect to the amounts that will be
capitalized as well as the period of amortization. We cannot predict the impact of future changes to accounting principles or our accounting policies on our
financial statements going forward, which could have a significant effect on our reported financial results, and could affect the reporting of transactions
completed before the announcement of the change. In addition, if we were to change our critical accounting estimates, including those related to the
recognition of license revenue and other revenue sources, our operating results could be significantly affected.

The conditional conversion feature of our convertible senior notes, if triggered, may adversely affect our financial condition and operating results.

In December 2015, we issued $128.25 million aggregate principal amount of 4.00% convertible senior notes due 2020 (the “Notes”) through a private
placement with a financial institution. The Notes bear interest at 4.00% per annum, which is payable semiannually in arrears on June 1 and December 1 of
each year, commencing June 1, 2016. In the event the conditional conversion feature of the Notes is triggered, holders of the Notes will be entitled to convert
the Notes at any time during specified periods at their option. If one or more holders elect to convert their Notes, unless we elect to satisfy our conversion
obligation by delivering solely shares of our common stock (other than paying cash in lieu of delivering any fractional share), we would be required to settle a
portion or all of our conversion obligation through the payment of cash, which could adversely affect our liquidity. In addition, even if holders do not elect to
convert their Notes, we could be required under applicable
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accounting rules to reclassify all or a portion of the outstanding principal of the Notes as a current rather than long-term liability, which would result in a
material reduction of our net working capital.

The accounting method for convertible debt securities that may be settled in cash, such as the Notes, could have a material effect on our reported
financial results.

In May 2008, FASB issued FASB Staff Position No. APB 14-1, “Accounting for Convertible Debt Instruments That May Be Settled in Cash Upon
Conversion (Including Partial Cash Settlement)”, which has subsequently been codified as Accounting Standards Codification 470-20, Debt with Conversion
and Other Options, which we refer to as ASC 470-20. Under ASC 470-20, an entity must separately account for the liability and equity components of the
convertible debt instruments (such as the Notes) that may be settled entirely or partially in cash upon conversion in a manner that reflects the issuer’s
economic interest cost. The effect of ASC 470-20 on the accounting for the Notes is that the equity component is required to be included in the additional
paid-in capital section of stockholders’ equity on our consolidated balance sheet, and the value of the equity component would be treated as debt discount for
purposes of accounting for the debt component of the Notes. As a result, we will be required to record a greater amount of non-cash interest expense in
current and future periods presented as a result of the amortization of the discounted carrying value of the Notes to their face amount over the term of the
Notes. We will report lower net income in our financial results because ASC 470-20 will require interest to include both the current period’s amortization of
the debt discount and the instrument’s non-convertible interest rate, which could adversely affect our reported or future financial results, the trading price of
our common stock and the trading price of the Notes.

In addition, under certain circumstances, convertible debt instruments (such as the Notes) that may be settled entirely or partly in cash are currently accounted
for utilizing the treasury stock method, the effect of which is that the shares issuable upon conversion of the Notes are not included in the calculation of
diluted earnings per share except to the extent that the conversion value of the Notes exceeds their principal amount. Under the treasury stock method, for
diluted earnings per share purposes, the transaction is accounted for as if the number of shares of common stock that would be necessary to settle such excess,
if we elected to settle such excess in shares, are issued. We cannot be sure that the accounting standards in the future will continue to permit the use of the
treasury stock method or that circumstances would not change such that we would no longer be permitted to use the treasury stock method. If we are unable
to use the treasury stock method in accounting for the shares issuable upon conversion of the Notes, then our diluted earnings per share would be adversely
affected.
Our common stock price, and therefore the price of our Notes, may be extremely volatile, and the value of an investment in our stock may decline.
Our common stock price has been highly volatile. We expect that this volatility will continue in the future due to factors such as:

» general market and economic conditions;

* actual or anticipated variations in operating results;

* increases or decreases in the general stock market or to the stock prices of technology companies;

« announcements of technological innovations, new products or new services by us or by our competitors or customers;

« changes in financial estimates or recommendations by stock market analysts regarding us or our competitors;

« announcements by us or our competitors of significant acquisitions, dispositions, strategic partnerships, joint ventures or capital commitments;

+ announcements by our customers regarding end user market conditions and the status of existing and future infrastructure network deployments;

+ additions or departures of key personnel; and

« future equity or debt offerings or our announcements of these offerings.

In addition, in recent years, the stock market in general, and The NASDAQ Stock Market and the securities of technology companies in particular, have
experienced extreme price and volume fluctuations. These fluctuations have often been unrelated
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or disproportionate to the operating performance of individual companies. These broad market fluctuations have in the past, and may in the future, materially
and adversely affect our stock price, regardless of our operating results. In these circumstances, investors may be unable to sell their shares of our common
stock at or above their purchase price over the short term, or at all.

Our stock price may decline if additional shares are sold in the market or if analysts drop coverage of or downgrade our stock.

Future sales of substantial amounts of shares of our common stock by our existing stockholders in the public market, or the perception that these sales could
occur, may cause the market price of our common stock to decline. In addition, we issue additional shares upon exercise of stock options, including under our
ESPP, and in connection with grants of RSUs on an ongoing basis. To the extent we do not elect to pay solely cash upon conversion of our Notes, we will also
be required to issue additional shares of common stock upon conversion. Increased sales of our common stock in the market after exercise of outstanding
stock options or grants of restricted stock units could exert downward pressure on our stock price. These sales also might make it more difficult for us to sell
equity or equity-related securities in the future at a time and price we deem appropriate.

The trading market for our common stock relies in part on the availability of research and reports that third-party industry or securities analysts publish about

us. If one or more of the analysts who do cover us downgrade our stock, our stock price may decline. If one or more of these analysts cease coverage of us,
we could lose visibility in the market, which in turn could cause the liquidity of our stock and our stock price to decline.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Our stock repurchase program expired on December 31, 2016. Further repurchases would require authorization from the Board.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

None.
ITEM 6. EXHIBITS
Exhibit
Number Exhibit Index
10.1%+* Amended and restated CEQO Change of Control Severance Agreement
10.2%* Amended and restated executive Change of Control Severance Agreement
10.3(i) Loan and Security Agreement, dated as of September 27, by and between Harmonic Inc. and Silicon Valley Bank
31.1 Section 302 Certification of Principal Executive Officer
31.2 Section 302 Certification of Principal Financial Officer
32.1" Section 906 Certification of Principal Executive Officer
32.2" Section 906 Certification of Principal Financial Officer
The following materials from Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 29, 2017, formatted in Extensible
101 Business Reporting Language (XBRL) include:

(i) Condensed Consolidated Balance Sheets at September 29, 2017 and December 31, 2016, (ii) Condensed Consolidated Statements of
Operations for the three and nine months ended September 29, 2017 and September 30, 2016 (iii) Condensed Consolidated Statements of
Comprehensive Loss for the three and nine months ended September 29, 2017 and September 30, 2016, (iv) Condensed Consolidated
Statements of Cash Flows for the three and nine months ended September 29, 2017 and September 30 2016, and (v) Notes to Condensed
Consolidated Financial Statements.

* The certifications attached as Exhibits 32.1 and 32.2 that accompany this Quarterly Report on Form 10-Q, are deemed furnished and not filed with the
Securities and Exchange Commission and are not to be incorporated by reference into any filing of Harmonic Inc. under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended, whether made before or after the date of this Quarterly Report on Form 10-Q, irrespective of
any general incorporation language contained in such filing.

** Indicates a management contract or compensatory plan or arrangement relating to executive officers or directors of the Company.

(i) Previously filed as an Exhibit to the Company’s Current Report on Form 8-K filed on October 2, 2017.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned

thereunto duly authorized.

HARMONIC INC.

By:  /s/ Sanjay Kalra

Sanjay Kalra
Chief Financial Officer
Date: November 6, 2017
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EXHIBIT 10.1
HARMONIC INC.

CHANGE OF CONTROL SEVERANCE AGREEMENT

This Change of Control Severance Agreement (the "Agreement") was originally made and entered into by and between Patrick Harshman (the
"Employee") and Harmonic Inc. (the "Company"), effective as of May 30, 2006. Effective as September 25, 2017, this Agreement is amended and restated as
set forth below.

RECITALS

A. It is expected that the Company from time to time will consider the possibility of an acquisition by another company or other Change of Control.
The Board of Directors of the Company (the "Board") recognizes that such consideration can be a distraction to the Employee and can cause the Employee
to consider alternative employment opportunities. The Board has determined that it is in the best interests of the Company and its shareholders to assure that
the Company will have the continued dedication and objectivity of the Employee, notwithstanding the possibility, threat or occurrence of a Change of
Control (as defined below) of the Company.

B. The Board believes that it is in the best interests of the Company and its shareholders to provide the Employee with an incentive to continue his
employment and to motivate the Employee to maximize the value of the Company upon a Change of Control for the benefit of its shareholders.

C. The Board believes that it is imperative to provide the Employee with certain severance benefits upon Employee's termination of employment
following a Change of Control which provides the Employee with enhanced financial security and provides incentive and encouragement to the Employee
to remain with the Company notwithstanding the possibility of a Change of Control.

D. Certain capitalized terms used in the Agreement are defined in Section 6 below. The parties hereto agree as follows:

1. Term of Agreement. This Agreement shall terminate upon the date that all obligations of the parties hereto with respect to this Agreement have
been satisfied.

2. At-Will Employment. The Company and the Employee acknowledge that the Employee's employment is and shall continue to be at-will, as
defined under applicable law. If the Employee's employment terminates for any reason, including (without limitation) any termination prior to a Change of
Control, the Employee shall not be entitled to any payments, benefits, damages, awards or compensation other than as provided by this Agreement, or as
may otherwise be available in accordance with the Company's established employee plans and practices or pursuant to other agreements with the Company.

3. Severance Benefits.

(a) Termination Following_a Change of Control. If the Employee's employment terminates at any time within eighteen (18) months
following a Change of Control, then, subject to Section 5, the Employee shall be entitled to receive the following severance benefits:

(i) Involuntary Termination. If the Employee's employment is terminated as a result of Involuntary Termination other than for
Cause, then the Employee shall receive the following severance benefits from the Company:

(1) Severance Payment. A cash payment in an amount equal to two hundred percent (200%) of the Employee's Annual
Compensation;

(2) Bonus Payment. A cash payment in an amount equal to two (2) times either: (a) fifty percent (50%) of the
established annual target bonus or (b) the average of the actual bonuses paid in each of the two prior years, whichever is greater.



(3) Continued Employee Benefits. One hundred percent (100%) Company-paid health, dental and life insurance
coverage at the same level of coverage as was provided to such employee immediately prior to the termination of Employee’s employment with the
Company (the "Company-Paid Coverage"). If such coverage included the Employee's dependents immediately prior to the termination of Employee’s
employment with the Company, such dependent shall also be covered at Company expense. Company- Paid Coverage shall continue until the earlier of (i)
one year from the date of the termination of Employee’s employment with the Company, or (ii) the date that the Employee and his dependents become
covered under another employer's group health, dental or life insurance plans. For purposes of Title X of the Consolidated Budget Reconciliation Act of
1985 ("COBRA"), the date of the "qualifying event" for Employee and his dependent shall be the date upon which the Company-Paid Coverage terminates.

(4) Option and Restricted Stock Accelerated Vesting. One hundred percent (100%) of the unvested portion of any
outstanding stock option or restricted stock held by the Employee shall automatically be accelerated in full so as to become completely vested and all such
outstanding stock options shall be exercisable for a period of one year after such termination.

(5) Outplacement Assistance. A cash payment in the amount of five thousand dollars ($5,000.00) for outplacement
assistance to Employee.

(b) Timing of Severance Payments. Any severance payment to which Employee is entitled under Sections 3(a)(i)(1), 3(a)(i)(2) and 3(a)(i)
(5) shall be paid by the Company to the Employee (or to the Employee's successors in interest pursuant to Section 7(b)) in cash and in full, not later than
thirty (30) calendar days following the Termination Date, subject to any delay required under Section 9.

(c) Voluntary Resignation;_Termination For Cause. If the Employee's employment terminates by reason of the Employee's voluntary
resignation (and is not an Involuntary Termination), or if the Employee is terminated for Cause, then the Employee shall not be entitled to receive severance
or other benefits except for those (if any) as may then be established under the Company's then existing severance and benefits plans and practices or
pursuant to other agreements with the Company.

(d) Disability; Death. If the Company terminates the Employee's employment as a result of the Employee's Disability or such Employee's
employment is terminated due to the death of the Employee then the Employee shall not be entitled to receive severance or other benefits except for those (if
any) as may then be established under the Company's then existing severance and benefits plans and practices or pursuant to other agreements with the
Company.

(e) Termination Apart from Change of Control. In the event the Employee's employment is terminated for any reason, either prior to the
occurrence of a Change of Control or after the eighteen (18)-month period following a Change of Control, then the Employee shall be entitled to receive
severance and any other benefits only as may then be established under the Company's existing severance and benefits plans and practices or pursuant to
other agreements with the Company.

4. Attorney Fees;_ Costs and Expenses. The Company shall promptly reimburse Employee, on a monthly basis, for the reasonable attorney fees,
costs and expenses incurred by the Employee in connection with any action brought by Employee to enforce his rights hereunder, regardless of the outcome
of the action.

5. Limitation on Payments. The receipt of any severance benefits pursuant to Section 3 will be subject to Employee signing and not revoking a
separation agreement and release of claims in a form acceptable to the Company on or before the deadline contained in such agreement. In the event that the
severance and other benefits provided for in this Agreement or otherwise payable to the Employee (i) constitute "parachute payments" within the meaning of
Section 280G of the Internal Revenue Code of 1986 as amended (the "Code") and (ii) but for this Section 5, would be subject to the excise tax imposed by
Section 4999 of the Code, then the Employee's severance benefits under Section 3(a)(i) shall be either:

(a) delivered in full, or
(b) delivered as to such lesser extent which would result in no portion of such severance benefits being subject to excise tax under Section

4999 of the Code, whichever of the foregoing amounts taking into account the applicable federal, state and local income taxes and the excise tax imposed by
Section 4999, results in the receipt by the



Employee on an after-tax basis, of the greatest amount of severance benefits, notwithstanding that all or some portion of such severance benefits may be
taxable under Section 4999 of the Code. Unless the Company and the Employee otherwise agree in writing, any determination required under this Section 5
shall be made in writing by the Company's Accountants immediately prior to Change of Control, whose determination shall be conclusive and binding upon
the Employee and the Company for all purposes. For purposes of making the calculations required by this Section 5, the Accountants may make reasonable
assumptions and approximations concerning applicable taxes and may rely on reasonable, good faith interpretations concerning the application of Sections
280G and 4999 of the Code. The Company and the Employee shall furnish to the Accountants such information and documents as the Accountants may
reasonably request in order to make a determination under this Section. The Company shall bear all costs the Accountants may reasonably incur in
connection with any calculations contemplated by this Section 5. Any reduction in payments and/or benefits required by this Section 5 will occur in the
following order: (1) reduction of cash payments; (2) reduction of vesting acceleration of equity awards; and (3) reduction of other benefits paid or provided
to Employee. In the event that acceleration of vesting of equity awards is to be reduced, such acceleration of vesting will be cancelled in the reverse order of
the date of grant for Employee’s equity awards. If two or more equity awards are granted on the same date, each award will be reduced on a pro-rata basis.

6. Definition of Terms. The following terms referred to in this Agreement shall have the following meanings:

(a) Annual Compensation. "Annual Compensation" means an amount equal to Employee's Company base salary for the twelve months
preceding the Change of Control.

(b) Cause. "Cause" shall mean (i) any act of personal dishonesty taken by the Employee in connection with his responsibilities as an
employee and intended to result in substantial personal enrichment of the Employee, (ii) the conviction of a felony) (iii) a willful act by the Employee which
constitutes gross misconduct and which is injurious to the Company, and (iv) following delivery to the Employee of a written demand for performance from
the Company which describes the basis for the Company's belief that the Employee has not substantially performed his duties, continued violations by the
Employee of the Employee's obligations to the Company which are demonstrably willful and deliberate on the Employee's part.

(c) Change of Control. "Change of Control" means the occurrence of any of the following events:

(i) Any "person" (as such term is used in Sections 13(d) and 14(d) of the Securities Exchange Act of 1934, as amended)
becomes the "beneficial owner" (as defined in Rule 13d-3 under said Act), directly or indirectly, of securities of the Company representing fifty percent
(50%) or more of the total voting power represented by the Company's then outstanding voting securities;

(ii) A change in the composition of the Board occurring within a two-year period, as a result of which fewer than a majority of
the directors are Incumbent Directors. "Incumbent Directors" shall mean directors who either (A) are directors of the Company as of the date hereof, or (B)
are elected, or nominated for election, to the Board with the affirmative votes of at least a majority of the Incumbent Directors at the time of such election or
nomination (but shall not include an individual whose election or nomination is in connection with an actual or threatened proxy contest relating to the
election of directors to the Company);

(iii) The consummation of a merger or consolidation of the Company with any other corporation, other than a merger or
consolidation which would result in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining
outstanding or by being converted into voting securities of the surviving entity) at least fifty percent (50%) of the total voting power represented by the
voting securities of the Company or such surviving entity outstanding immediately after such merger or consolidation;

(iv) The consummation of the sale or disposition by the Company of all or substantially all the Company's assets.

(d) Disability. "Disability" shall mean that the Employee has been unable to perform his Company duties as the result of his incapacity
due to physical or mental illness, and such inability, at least 26 weeks after its commencement, is determined to be total and permanent by a physician
selected by the Company or its insurers and acceptable to the Employee or the Employee's legal representative (such Agreement as to acceptability not to be
unreasonably withheld). Termination resulting from Disability may only be effected after at least 30 days written notice by the Company of its intention to
terminate the Employee's employment. In the event that the Employee resumes the
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performance of substantially all of his duties hereunder before the termination of his employment becomes effective, the notice of intent to terminate shall
automatically be deemed to have been revoked.

(e) Involuntary Termination. "Involuntary Termination" shall mean (i) without the Employee's express written consent, the significant
reduction of the Employee's duties authority or responsibilities relative to the Employee's duties, authority or responsibilities as in effect immediately prior
to such reduction, or the assignment to Employee of such reduced duties, authority or responsibilities; (ii) without the Employee's express written consent, a
substantial reduction, without good business reasons, of the facilities and perquisites (including office space and location) available to the Employee
immediately prior to such reduction; (iii) a reduction by the Company in the base salary of the Employee as in effect immediately prior to such reduction;
(iv) a material reduction by the Company in the kind or level of employee benefits, including bonuses, to which the Employee was entitled immediately
prior to such reduction with the result that the Employee's overall benefits package is significantly reduced; (v) the relocation of the Employee to a facility
or a location more than twenty-five (25) miles from the Employee's then present location, without the Employee's express written consent; (vi) any
purported termination of the Employee by the Company which is not effected for Disability or for Cause, or any purported termination for which the
grounds relied upon are not valid; (vii) the failure of the Company to obtain the assumption of this Agreement by any successors contemplated in Section
7(a) below; or (viii) any act or set of facts or circumstances which would, under California case law or statute constitute a constructive termination of the
Employee. For avoidance of doubt, the recovery of compensation pursuant to the Company’s clawback policy will not be deemed to be an Involuntary
Termination.

(f) Termination Date. "Termination Date" shall mean (i) if this Agreement is terminated by the Company for Disability, thirty (30) days
after notice of termination is given to the Employee (provided that the Employee shall not have returned to the performance of the Employee's duties on a
full-time basis during such thirty (30)-day period), (ii) if the Employee's employment is terminated by the Company for any other reason, the date on which
a notice of termination is given, provided that if within thirty (30) days after the Company gives the Employee notice of termination, the Employee notifies
the Company that a dispute exists concerning the termination or the benefits due pursuant to this Agreement, then the Termination Date shall be the date on
which such dispute is finally determined, either by mutual written agreement of the parties, or by a final judgment, order or decree of a court of competent
jurisdiction (the time for appeal therefrom having expired and no appeal having been perfected), or (iii) if the Agreement is terminated by the Employee, the
date on which the Employee delivers the notice of termination to the Company.

7. Successors.

(@) Company's Successors. Any successor to the Company (whether direct or indirect and whether by purchase, merger, consolidation,
liquidation or otherwise) to all or substantially all of the Company's business and/or assets shall assume the obligations under this Agreement and agree
expressly to perform the obligations under this Agreement in the same manner and to the same extent as the Company would be required to perform such
obligations in the absence of a succession. For all purposes under this Agreement, the term "Company" shall include any successor to the Company's
business and/or assets which executes and delivers the assumption agreement described in this Section 7(a) or which becomes bound by the terms of this
Agreement by operation of law.

(b) Employee's Successors. The terms of this Agreement and all rights of the Employee hereunder shall inure to the benefit of, and be
enforceable by, the Employee's personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees.

8. Notice.

(@)  General. Notices and all other communications contemplated by this Agreement shall be in writing and shall be deemed to have
been duly given when personally delivered or when mailed by U.S. registered or certified mail, return receipt requested and postage prepaid. In the case of
the Employee, mailed notices shall be addressed to him at the home address which he most recently communicated to the Company in writing. In the case of
the Company, mailed notices shall be addressed to its corporate headquarters, and all notices directed shall be to the attention of its Secretary.

(b) Notice of Termination. Any termination by the Company for Cause or by the Employee as a result of a voluntary resignation or an
Involuntary Termination shall be communicated by a notice of termination to the other party hereto given in accordance with Section 8(a) of this Agreement.
Such notice shall indicate the specific



termination provision in this Agreement relied upon, shall set forth in reasonable detail the facts and circumstances claimed to provide a basis for
termination under the provision so indicated, and shall specify the termination date (which shall be not more than 30 days after the giving of such notice).
The failure by the Employee to include in the notice any fact or circumstance which contributes to a showing of Involuntary Termination shall not waive any
right of the Employee hereunder or preclude the Employee from asserting such fact or circumstance in enforcing his rights hereunder.

9. Section 409A.

(a) Notwithstanding anything to the contrary in this Agreement, no severance payments or benefits payable to Employee, if any,
pursuant to this Agreement that, when considered together with any other severance payments or separation benefits, is considered deferred compensation
under Section 409A (together, the “Deferred Payments”) will be payable until Employee has a “separation from service” within the meaning of Section 409A.
Similarly, no severance payable to Employee, if any, pursuant to this Agreement that otherwise would be exempt from Section 409A pursuant to Treasury
Regulation Section 1.409A-1(b)(9) will be payable until Employee has a “separation from service” within the meaning of Section 409A.

(b) Further, if Employee is a “specified employee” within the meaning of Section 409A at the time of Employee’s separation from service
(other than due to death), any Deferred Payments that otherwise are payable within the first six (6) months following Employee’s separation from service will
become payable on the first payroll date that occurs on or after the date six (6) months and one (1) day following the date of Employee’s separation from
service. All subsequent Deferred Payments, if any, will be payable in accordance with the payment schedule applicable to each payment or benefit.
Notwithstanding anything herein to the contrary, in the event of Employee’s death following Employee’s separation from service but prior to the six (6)
month anniversary of Employee’s separation from service (or any later delay date), then any payments delayed in accordance with this paragraph will be
payable in a lump sum as soon as administratively practicable after the date of Employee’s death and all other Deferred Payments will be payable in
accordance with the payment schedule applicable to each payment or benefit. Each payment and benefit payable under the Agreement is intended to
constitute a separate payment for purposes of Section 1.409A-2(b)(2) of the Treasury Regulations.

(c) Any severance payment that satisfies the requirements of the “short-term deferral” rule set forth in Section 1.409A-1(b)(4) of the
Treasury Regulations shall not constitute Deferred Payments for purposes of the Agreement. Any severance payment that qualifies as a payment made as a
result of an involuntary separation from service pursuant to Section 1.409A-1(b)(9)(iii) of the Treasury Regulations that does not exceed the Section 409A
Limit shall not constitute Deferred Payments for purposes of the Agreement. For purposes of this subsection (c), “Section 409A Limit” will mean the lesser of
two (2) times: (i) Employee’s annualized compensation based upon the annual rate of pay paid to Employee during Employee’s taxable year preceding
Employee’s taxable year of Employee’s separation from service as determined under Treasury Regulation Section 1.409A-1(b)(9)(iii)(A)(1) and any Internal
Revenue Service guidance issued with respect thereto; or (ii) the maximum amount that may be taken into account under a qualified plan pursuant to Section
401(a)(17) of the Code for the year in which Employee’s employment is terminated.

(d) The foregoing provisions are intended to comply with the requirements of Section 409A so that none of the severance payments and
benefits to be provided under the Agreement will be subject to the additional tax imposed under Section 409A, and any ambiguities herein will be interpreted
to so comply. Employee and the Company agree to work together in good faith to consider amendments to the Agreement and to take such reasonable actions
which are necessary, appropriate or desirable to avoid imposition of any additional tax or income recognition prior to actual payment to Employee under
Section 409A.

10. Protected Activity Not Prohibited. Employee understands that nothing in this Agreement shall in any way limit or prohibit Employee from
engaging in any Protected Activity. For purposes of this Agreement, “Protected Activity” shall mean filing a charge, complaint, or report with, or otherwise
communicating, cooperating, or participating in any investigation or proceeding that may be conducted by, any federal, state or local government agency or
commission, including the Securities and Exchange Commission, the Equal Employment Opportunity Commission, the Occupational Safety and Health
Administration, and the National Labor Relations Board (“Government Agencies”). Employee understands that in connection with such Protected Activity,
Employee is permitted to disclose documents or other information as permitted by law, and without giving notice to, or receiving authorization from, the
Company. Notwithstanding the foregoing, Employee agrees to take all reasonable precautions to prevent any unauthorized use or disclosure of any
information that may constitute Company confidential information under the Confidentiality Agreement to any parties other than the Government Agencies.
Employee further understands that “Protected Activity” does not include the disclosure of any Company attorney-client privileged communications. Any
language in the Confidentiality Agreement



regarding Employee’s right to engage in Protected Activity that conflicts with, or is contrary to, this paragraph is superseded by this Agreement

11. Miscellaneous Provisions.

(a) No Duty to Mitigate. The Employee shall not be required to mitigate the amount of any payment contemplated by this Agreement, nor
shall any such payment be reduced by any earnings that the Employee may receive from any other source.

(b) Waiver. No provision of this Agreement shall be modified, waived or discharged unless the modification, waiver or discharge is agreed
to in writing and signed by the Employee and by an authorized officer of the Company (other than the Employee). No waiver by either party of any breach
of, or of compliance with, any condition or provision of this Agreement by the other party shall be considered a waiver of any other condition or provision
or of the same condition or provision at another time.

(c) Whole Agreement. No agreements, representations or understandings (whether oral or written and whether express or implied) which
are not expressly set forth in this Agreement have been made or entered into by either party with respect to the subject matter hereof. This Agreement
represents the entire understanding of the parties hereto with respect to the subject matter hereof and supersedes all prior arrangements and understandings
regarding same.

(d) Choice of Law. This Agreement shall be deemed to have been executed and delivered within the State of California and the validity,
interpretation, construction and performance of this Agreement shall be governed by the laws of the State of California, without regard to choice of law
principles.

(e) Severability. The invalidity or unenforceability of any provision or provisions of this Agreement shall not affect the validity or
enforceability of any other provision hereof, which shall remain in full force and effect.

(f) Withholding. All payments made pursuant to this Agreement will be subject to withholding of applicable income and employment
taxes.

(g) Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original but all of which together
will constitute one and the same instrument.

[Signature Page Follows]
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IN WITNESS WHEREOF, each of the parties has executed this amended and restated Agreement, in the case of the Company by its duly
authorized officer, as of the day and year set forth below.

COMPANY: HARMONIC INC.

By:

Title:

Date:

EMPLOYEE: Patrick Harshman

(signature)
Date:




EXHIBIT 10.2
HARMONIC INC.

CHANGE OF CONTROL SEVERANCE AGREEMENT

This Change of Control Severance Agreement (the "Agreement") was originally made and entered into by and between
(the "Employee") and Harmonic Inc. (the "Company") on . Effective as of September 25, 2017, this Agreement is amended and restated
as set forth below.

RECITALS

A. Tt is expected that the Company from time to time will consider the possibility of an acquisition by another company or other Change of Control.
The Board of Directors of the Company (the "Board ") recognizes that such consideration can be a distraction to the Employee and can cause the Employee
to consider alternative employment opportunities. The Board has determined that it is in the best interests of the Company and its shareholders to assure that
the Company will have the continued dedication and objectivity of the Employee, notwithstanding the possibility, threat or occurrence of a Change of
Control (as defined below) of the Company.

B. The Board believes that it is in the best interests of the Company and its shareholders to provide the Employee with an incentive to continue his
employment and to motivate the Employee to maximize the value of the Company upon a Change of Control for the benefit of its shareholders.

C. The Board believes that it is imperative to provide the Employee with certain severance benefits upon Employee's termination of employment
following a Change of Control which provides the Employee with enhanced financial security and provides incentive and encouragement to the Employee
to remain with the Company notwithstanding the possibility of a Change of Control.

D. Certain capitalized terms used in the Agreement are defined in Section 6 below. The parties hereto agree as follows:

1. Term of Agreement. This Agreement shall terminate upon the date that all obligations of the parties hereto with respect to this Agreement have
been satisfied.

2. At-Will Employment. The Company and the Employee acknowledge that the Employee's employment is and shall continue to be at-will, as
defined under applicable law. If the Employee's employment terminates for any reason, including (without limitation) any termination prior to a Change of
Control, the Employee shall not be entitled to any payments, benefits, damages, awards or compensation other than as provided by this Agreement, or as
may otherwise be available in accordance with the Company's established employee plans and practices or pursuant to other agreements with the Company.

3. Severance Benefits.

(a) Termination Following_a Change of Control. If the Employee's employment terminates at any time within eighteen (18) months
following a Change of Control, then, subject to Section 5, the Employee shall be entitled to receive the following severance benefits:

(i) Involuntary Termination. If the Employee's employment is terminated as a result of Involuntary Termination other than for
Cause, then the Employee shall receive the following severance benefits from the Company:

(1) Severance Payment. A cash payment in an amount equal to one hundred percent (100%) of the Employee's Annual
Compensation;

(2) Bonus Payment. A cash payment in an amount equal to either fifty percent (50%) of the established annual target
bonus or the average of the actual bonus paid in each of the two prior years, whichever is greater.




(3) Continued Employee Benefits. One hundred percent (100%) Company-paid health, dental and life insurance
coverage at the same level of coverage as was provided to such employee immediately prior to the termination of Employee’s employment with the
Company (the "Company-Paid Coverage"). If such coverage included the Employee's dependents immediately prior to the termination of Employee’s
employment with the Company, such dependent shall also be covered at Company expense. Company- Paid Coverage shall continue until the earlier of (i)
one year from the date of the termination of Employee’s employment with the Company, or (ii) the date that the Employee and his dependents become
covered under another employer's group health, dental or life insurance plans. For purposes of Title X of the Consolidated Budget Reconciliation Act of
1985 ("COBRA"), the date of the "qualifying event" for Employee and his dependent shall be the date upon which the Company-Paid Coverage terminates.

(4) Option and Restricted Stock Accelerated Vesting. One hundred percent (100%) of the unvested portion of any
outstanding stock option or restricted stock held by the Employee shall automatically be accelerated in full so as to become completely vested and all such
outstanding stock options shall be exercisable for a period of one year after such termination.

(5) Outplacement Assistance. A cash payment in the amount of five thousand dollars ($5,000.00) for outplacement
assistance to Employee.

(b) Timing of Severance Payments. Any severance payment to which Employee is entitled under Sections 3(a)(i)(1), 3(a)(i)(2) and 3(a)(i)
(5) shall be paid by the Company to the Employee (or to the Employee's successors in interest pursuant to Section 7(b)) in cash and in full, not later than
thirty (30) calendar days following the Termination Date, subject to any delay required under Section 9.

(c) Voluntary Resignation;_Termination For Cause. If the Employee's employment terminates by reason of the Employee's voluntary
resignation (and is not an Involuntary Termination), or if the Employee is terminated for Cause, then the Employee shall not be entitled to receive severance
or other benefits except for those (if any) as may then be established under the Company's then existing severance and benefits plans and practices or
pursuant to other agreements with the Company.

(d) Disability; Death. If the Company terminates the Employee's employment as a result of the Employee's Disability or such Employee's
employment is terminated due to the death of the Employee then the Employee shall not be entitled to receive severance or other benefits except for those (if
any) as may then be established under the Company's then existing severance and benefits plans and practices or pursuant to other agreements with the
Company.

(e) Termination Apart from Change of Control. In the event the Employee's employment is terminated for any reason, either prior to the
occurrence of a Change of Control or after the eighteen (18)-month period following a Change of Control, then the Employee shall be entitled to receive
severance and any other benefits only as may then be established under the Company's existing severance and benefits plans and practices or pursuant to
other agreements with the Company.

4. Attorney Fees; Costs and Expenses. The Company shall promptly reimburse Employee, on a monthly basis, for the reasonable attorney fees,
costs and expenses incurred by the Employee in connection with any action brought by Employee to enforce his rights hereunder, regardless of the outcome
of the action.

5. Limitation on Payments. The receipt of any severance benefits pursuant to Section 3 will be subject to Employee signing and not revoking a
separation agreement and release of claims in a form acceptable to the Company on or before the deadline contained in such agreement. In the event that the
severance and other benefits provided for in this Agreement or otherwise payable to the Employee (i) constitute "parachute payments" within the meaning of
Section 280G of the Internal Revenue Code of 1986 as amended (the "Code") and (ii) but for this Section 5, would be subject to the excise tax imposed by
Section 4999 of the Code, then the Employee's severance benefits under Section 3(a)(i) shall be either:

(a) delivered in full, or

(b) delivered as to such lesser extent which would result in no portion of such severance benefits being subject to excise tax under Section
4999 of the Code, whichever of the foregoing amounts taking into account the applicable federal, state and local income taxes and the excise tax imposed by
Section 4999, results in the receipt by the Employee on an after-tax basis, of the greatest amount of severance benefits, notwithstanding that all or some
portion of



such severance benefits may be taxable under Section 4999 of the Code. Unless the Company and the Employee otherwise agree in writing, any
determination required under this Section 5 shall be made in writing by the Company's Accountants immediately prior to Change of Control, whose
determination shall be conclusive and binding upon the Employee and the Company for all purposes. For purposes of making the calculations required by
this Section 5, the Accountants may make reasonable assumptions and approximations concerning applicable taxes and may rely on reasonable, good faith
interpretations concerning the application of Sections 280G and 4999 of the Code. The Company and the Employee shall furnish to the Accountants such
information and documents as the Accountants may reasonably request in order to make a determination under this Section. The Company shall bear all
costs the Accountants may reasonably incur in connection with any calculations contemplated by this Section 5. Any reduction in payments and/or benefits
required by this Section 5 will occur in the following order: (1) reduction of cash payments; (2) reduction of vesting acceleration of equity awards; and (3)
reduction of other benefits paid or provided to Employee. In the event that acceleration of vesting of equity awards is to be reduced, such acceleration of
vesting will be cancelled in the reverse order of the date of grant for Employee’s equity awards. If two or more equity awards are granted on the same date,
each award will be reduced on a pro-rata basis.

6. Definition of Terms. The following terms referred to in this Agreement shall have the following meanings:

(a) Annual Compensation. "Annual Compensation” means an amount equal to Employee's
Company base salary for the twelve months preceding the Change of Control.

(b) Cause. "Cause" shall mean (i) any act of personal dishonesty taken by the Employee in connection with his responsibilities as an
employee and intended to result in substantial personal enrichment of the Employee, (ii) the conviction of a felony) (iii) a willful act by the Employee which
constitutes gross misconduct and which is injurious to the Company, and (iv) following delivery to the Employee of a written demand for performance from
the Company which describes the basis for the Company's belief that the Employee has not substantially performed his duties, continued violations by the
Employee of the Employee's obligations to the Company which are demonstrably willful and deliberate on the Employee's part.

(c) Change of Control. "Change of Control" means the occurrence of any of the following events:

(i) Any "person" (as such term is used in Sections 13(d) and 14(d) of the Securities Exchange Act of 1934, as amended)
becomes the "beneficial owner" (as defined in Rule 13d-3 under said Act), directly or indirectly, of securities of the Company representing fifty percent
(50%) or more of the total voting power represented by the Company's then outstanding voting securities;

(ii) A change in the composition of the Board occurring within a two-year period, as a result of which fewer than a majority of
the directors are Incumbent Directors. "Incumbent Directors" shall mean directors who either (A) are directors of the Company as of the date hereof, or (B)
are elected, or nominated for election, to the Board with the affirmative votes of at least a majority of the Incumbent Directors at the time of such election or
nomination (but shall not include an individual whose election or nomination is in connection with an actual or threatened proxy contest relating to the
election of directors to the Company);

(iii) The consummation of a merger or consolidation of the Company with any other corporation, other than a merger or
consolidation which would result in the voting securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining
outstanding or by being converted into voting securities of the surviving entity) at least fifty percent (50%) of the total voting power represented by the
voting securities of the Company or such surviving entity outstanding immediately after such merger or consolidation;

(iv) The consummation of the sale or disposition by the Company of all or substantially all the Company's assets.

(d) Disability. "Disability" shall mean that the Employee has been unable to perform his Company duties as the result of his incapacity
due to physical or mental illness, and such inability, at least 26 weeks after its commencement, is determined to be total and permanent by a physician
selected by the Company or its insurers and acceptable to the Employee or the Employee's legal representative (such Agreement as to acceptability not to be
unreasonably withheld). Termination resulting from Disability may only be effected after at least 30 days written notice by the Company of its intention to
terminate the Employee's employment. In the event that the Employee resumes the performance of substantially all of



his duties hereunder before the termination of his employment becomes effective, the notice of intent to terminate shall automatically be deemed to have
been revoked.

(e) Involuntary Termination. "Involuntary Termination" shall mean (i) without the Employee's express written consent, the significant
reduction of the Employee's duties authority or responsibilities relative to the Employee's duties, authority or responsibilities as in effect immediately prior
to such reduction, or the assignment to Employee of such reduced duties, authority or responsibilities; (ii) without the Employee's express written consent, a
substantial reduction, without good business reasons, of the facilities and perquisites (including office space and location) available to the Employee
immediately prior to such reduction; (iii) a reduction by the Company in the base salary of the Employee as in effect immediately prior to such reduction;
(iv) a material reduction by the Company in the kind or level of employee benefits, including bonuses, to which the Employee was entitled immediately
prior to such reduction with the result that the Employee's overall benefits package is significantly reduced; (v) the relocation of the Employee to a facility
or a location more than twenty-five (25) miles from the Employee's then present location, without the Employee's express written consent; (vi) any
purported termination of the Employee by the Company which is not effected for Disability or for Cause, or any purported termination for which the
grounds relied upon are not valid; (vii) the failure of the Company to obtain the assumption of this Agreement by any successors contemplated in Section
7(a) below; or (viii) any act or set of facts or circumstances which would, under California case law or statute constitute a constructive termination of the
Employee. For avoidance of doubt, the recovery of compensation pursuant to the Company’s clawback policy will not be deemed to be an Involuntary
Termination.

(f) Termination Date. "Termination Date" shall mean (i) if this Agreement is terminated by the Company for Disability, thirty (30) days
after notice of termination is given to the Employee (provided that the Employee shall not have returned to the performance of the Employee's duties on a
full-time basis during such thirty (30)-day period), (ii) if the Employee's employment is terminated by the Company for any other reason, the date on which
a notice of termination is given, provided that if within thirty (30) days after the Company gives the Employee notice of termination, the Employee notifies
the Company that a dispute exists concerning the termination or the benefits due pursuant to this Agreement, then the Termination Date shall be the date on
which such dispute is finally determined, either by mutual written agreement of the parties, or by a final judgment, order or decree of a court of competent
jurisdiction (the time for appeal therefrom having expired and no appeal having been perfected), or (iii) if the Agreement is terminated by the Employee, the
date on which the Employee delivers the notice of termination to the Company.

7. Successors.

(a) Company's Successors. Any successor to the Company (whether direct or indirect and whether by purchase, merger, consolidation,
liquidation or otherwise) to all or substantially all of the Company's business and/or assets shall assume the obligations under this Agreement and agree
expressly to perform the obligations under this Agreement in the same manner and to the same extent as the Company would be required to perform such
obligations in the absence of a succession. For all purposes under this Agreement, the term "Company" shall include any successor to the Company's
business and/or assets which executes and delivers the assumption agreement described in this Section 7(a) or which becomes bound by the terms of this
Agreement by operation of law.

(b) Employee's Successors. The terms of this Agreement and all rights of the Employee hereunder shall inure to the benefit of, and be
enforceable by, the Employee's personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees.

8. Notice.

(a) General. Notices and all other communications contemplated by this Agreement shall be in writing and shall be deemed to have been
duly given when personally delivered or when mailed by U.S. registered or certified mail, return receipt requested and postage prepaid. In the case of the
Employee, mailed notices shall be addressed to him at the home address which he most recently communicated to the Company in writing. In the case of the
Company, mailed notices shall be addressed to its corporate headquarters, and all notices directed shall be to the attention of its Secretary.

(b) Notice of Termination. Any termination by the Company for Cause or by the Employee as a result of a voluntary resignation or an
Involuntary Termination shall be communicated by a notice of termination to the other party hereto given in accordance with Section 8(a) of this Agreement.
Such notice shall indicate the specific termination provision in this Agreement relied upon, shall set forth in reasonable detail the facts and circumstances
claimed to provide



a basis for termination under the provision so indicated, and shall specify the termination date (which shall be not more than 30 days after the giving of such
notice). The failure by the Employee to include in the notice any fact or circumstance which contributes to a showing of Involuntary Termination shall not
waive any right of the Employee hereunder or preclude the Employee from asserting such fact or circumstance in enforcing his rights hereunder.

9. Section 409A.

(a) Notwithstanding anything to the contrary in this Agreement, no severance payments or benefits
payable to Employee, if any, pursuant to this Agreement that, when considered together with any other severance payments or separation benefits, is
considered deferred compensation under Section 409A (together, the “Deferred Payments”) will be payable until Employee has a “separation from service”
within the meaning of Section 409A. Similarly, no severance payable to Employee, if any, pursuant to this Agreement that otherwise would be exempt from
Section 409A pursuant to Treasury Regulation Section 1.409A-1(b)(9) will be payable until Employee has a “separation from service” within the meaning of
Section 409A.

(b) Further, if Employee is a “specified employee” within the meaning of Section 409A at the time of Employee’s separation from service
(other than due to death), any Deferred Payments that otherwise are payable within the first six (6) months following Employee’s separation from service will
become payable on the first payroll date that occurs on or after the date six (6) months and one (1) day following the date of Employee’s separation from
service. All subsequent Deferred Payments, if any, will be payable in accordance with the payment schedule applicable to each payment or benefit.
Notwithstanding anything herein to the contrary, in the event of Employee’s death following Employee’s separation from service but prior to the six (6)
month anniversary of Employee’s separation from service (or any later delay date), then any payments delayed in accordance with this paragraph will be
payable in a lump sum as soon as administratively practicable after the date of Employee’s death and all other Deferred Payments will be payable in
accordance with the payment schedule applicable to each payment or benefit. Each payment and benefit payable under the Agreement is intended to
constitute a separate payment for purposes of Section 1.409A-2(b)(2) of the Treasury Regulations.

(c) Any severance payment that satisfies the requirements of the “short-term deferral” rule set forth in Section 1.409A-1(b)(4) of the
Treasury Regulations shall not constitute Deferred Payments for purposes of the Agreement. Any severance payment that qualifies as a payment made as a
result of an involuntary separation from service pursuant to Section 1.409A-1(b)(9)(iii) of the Treasury Regulations that does not exceed the Section 409A
Limit shall not constitute Deferred Payments for purposes of the Agreement. For purposes of this subsection (c), “Section 409A Limit” will mean the lesser of
two (2) times: (i) Employee’s annualized compensation based upon the annual rate of pay paid to Employee during Employee’s taxable year preceding
Employee’s taxable year of Employee’s separation from service as determined under Treasury Regulation Section 1.409A-1(b)(9)(iii)(A)(1) and any Internal
Revenue Service guidance issued with respect thereto; or (ii) the maximum amount that may be taken into account under a qualified plan pursuant to Section
401(a)(17) of the Code for the year in which Employee’s employment is terminated.

(d) The foregoing provisions are intended to comply with the requirements of Section 409A so that none of the severance payments and
benefits to be provided under the Agreement will be subject to the additional tax imposed under Section 409A, and any ambiguities herein will be interpreted
to so comply. Employee and the Company agree to work together in good faith to consider amendments to the Agreement and to take such reasonable actions
which are necessary, appropriate or desirable to avoid imposition of any additional tax or income recognition prior to actual payment to Employee under
Section 409A.

10. Protected Activity Not Prohibited. Employee understands that nothing in this Agreement shall in any way limit or prohibit Employee from
engaging in any Protected Activity. For purposes of this Agreement, “Protected Activity” shall mean filing a charge, complaint, or report with, or otherwise
communicating, cooperating, or participating in any investigation or proceeding that may be conducted by, any federal, state or local government agency or
commission, including the Securities and Exchange Commission, the Equal Employment Opportunity Commission, the Occupational Safety and Health
Administration, and the National Labor Relations Board (“Government Agencies”). Employee understands that in connection with such Protected Activity,
Employee is permitted to disclose documents or other information as permitted by law, and without giving notice to, or receiving authorization from, the
Company. Notwithstanding the foregoing, Employee agrees to take all reasonable precautions to prevent any unauthorized use or disclosure of any
information that may constitute Company confidential information under the Confidentiality Agreement to any parties other than the Government Agencies.
Employee further understands that “Protected Activity” does not include the disclosure of any Company attorney-client privileged communications. Any
language in the Confidentiality Agreement regarding Employee’s right to engage in Protected Activity that conflicts with, or is contrary to, this paragraph is
superseded by this Agreement



11. Miscellaneous Provisions.

(a) No Duty to Mitigate. The Employee shall not be required to mitigate the amount of any payment contemplated by this Agreement, nor
shall any such payment be reduced by any earnings that the Employee may receive from any other source.

(b) Waiver. No provision of this Agreement shall be modified, waived or discharged unless the modification, waiver or discharge is agreed
to in writing and signed by the Employee and by an authorized officer of the Company (other than the Employee). No waiver by either party of any breach
of, or of compliance with, any condition or provision of this Agreement by the other party shall be considered a waiver of any other condition or provision
or of the same condition or provision at another time.

(c) Whole Agreement. No agreements, representations or understandings (whether oral or written and whether express or implied) which
are not expressly set forth in this Agreement have been made or entered into by either party with respect to the subject matter hereof. This Agreement
represents the entire understanding of the parties hereto with respect to the subject matter hereof and supersedes all prior arrangements and understandings
regarding same.

(d) Choice of Law. This Agreement shall be deemed to have been executed and delivered within the State of California and the validity,
interpretation, construction and performance of this Agreement shall be governed by the laws of the State of California, without regard to choice of law
principles.

(e) Severability. The invalidity or unenforceability of any provision or provisions of this Agreement shall not affect the validity or
enforceability of any other provision hereof, which shall remain in full force and effect.

(f) Withholding. All payments made pursuant to this Agreement will be subject to withholding of applicable income and employment
taxes.

(g) Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original but all of which together
will constitute one and the same instrument.

[Signature Page Follows]
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IN WITNESS WHEREOF, each of the parties has executed this Agreement, in the case of the Company by its duly authorized officer, as of the day
and year set forth below.

COMPANY: HARMONIC INC.

By:

Title:

Date:

Employee:

(print name)

(signature)
Date:




Exhibit 31.1

Harmonic Inc.
Certification of Principal Executive Officer
Pursuant to Section 302 of
The Sarbanes-Oxley Act of 2002

I, Patrick J. Harshman, certify that:

1.

2.

I have reviewed this Quarterly Report on Form 10-Q of Harmonic Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant, and have:

a)

b)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report, based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)

b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 6, 2017

By: /s/ Patrick J. Harshman

Patrick J. Harshman
President and Chief Executive Officer



Exhibit 31.2

Harmonic Inc.
Certification of Principal Financial Officer
Pursuant to Section 302 of
The Sarbanes-Oxley Act of 2002

I, Sanjay Kalra, certify that:

1.

2.

I have reviewed this Quarterly Report on Form 10-Q of Harmonic Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant, and have:

a)

b)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report, based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)

b)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 6, 2017

By: /s/ Sanjay Kalra

Sanjay Kalra
Chief Financial Officer



Exhibit 32.1

Harmonic Inc.
Certification of Principal Executive Officer
Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

As of the date hereof, I, Patrick J. Harshman, President and Chief Executive Officer of Harmonic Inc. (the “Company™), certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Company’s Quarterly Report on Form 10-Q for the quarter
ended September 29, 2017, as filed with the Securities and Exchange Commission (the “Report”), fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended, and that information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company. This written statement is being furnished to the Securities and Exchange Commission as an exhibit
accompanying such Report and shall not be deemed filed pursuant to the Securities Exchange Act of 1934, as amended.

Date: November 6, 2017

/s/ Patrick J. Harshman

Patrick J. Harshman

President and Chief Executive Officer



Exhibit 32.2

Harmonic Inc.
Certification of Principal Financial Officer
Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

As of the date hereof, I, Sanjay Kalra, Chief Financial Officer of Harmonic Inc. (the “Company”), certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Company’s Quarterly Report on Form 10-Q for the quarter ended September 29, 2017, as
filed with the Securities and Exchange Commission (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended, and that information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company. This written statement is being furnished to the Securities and Exchange Commission as an exhibit accompanying such Report and shall not
be deemed filed pursuant to the Securities Exchange Act of 1934, as amended.

Date: November 6, 2017

/s/ Sanjay Kalra

Sanjay Kalra
Chief Financial Officer



