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our,” “Avaya” or the “Company,” we mean Avaya Inc., a Delaware corporation, and its

This Annual Report on Form 10-K contains the registered and unregistered Avaya Aura®, AvayaLive, Avaya Scopia” and other
trademarks or service marks of Avaya and are the property of Avaya Inc. and/or its affiliates. This Annual Report on Form 10-K
also contains additional tradenames, trademarks or service marks belonging to us and to other companies. We do not intend our

use or display of other parties’ trademarks, tradenames or service marks to imply, and such use or display should not be

construed to imply, a relationship with, or endorsement or sponsorship of us by, these other parties.



PART I

Item 1. Business

Our Company

Avaya is a leading provider of contact center, unified communications and networking products and services designed to help
enterprise and midmarket businesses increase workforce productivity, customer engagement and customer lifetime value, with
the ultimate objective of higher revenue and profitability for our customers. Through September 30, 2015, we had over
300,000 customers, including 83% of the Fortune 500, with installations in over half a million customer locations worldwide.

Our products and services portfolio spans software, hardware, professional and support services, and cloud services. These
fall under three reporting segments:

*  Global Communications Solutions ("GCS") encompass all of our real-time collaboration, contact center and
unified communications software and hardware. Unified communications integrates real-time communication
services including telephony, e-mail, instant messaging and video. Examples in GCS include audio conferencing
systems; mobile video software, software that runs contact center operations such as multimedia contact routing;
software that enables mobile access to the company network for employees; and hardware such as phones, gateways,
and servers. We enable these unified communication and real-time collaboration tools to also be embedded inside the
applications businesses use everyday to keep employees and customers connected, productive and effective. This
reporting segment also includes a development platform, which allows our customers and third parties to adapt our
technology by creating custom applications, automated workflows, and engagement environments for their unique
needs and allows them to integrate Avaya’s capabilities into their existing infrastructure. GCS also includes cloud-
supporting software and hardware products, which make it possible to use our contact center and unified
communications products via the Cloud.

*  Avaya Networking includes our advanced fabric networking technology which offers a virtualized network designed
to be simple to deploy, agile and resilient. This reporting segment also includes products such as Ethernet switches
and routers; wireless networking; and access control products that enforce role- and policy- based access to the
network. Our fabric networking technology is flexible and extensible to legacy network systems, which gives
customers the option to upgrade to new contact center and unified communications technology while maintaining
their existing infrastructure, if desired.

*  Avaya Global Services (""AGS") includes professional and support services designed to help our customers
maximize the benefits of using our products and technology. Our services include support for implementation,
deployment, monitoring, troubleshooting, optimization, and more. This reporting segment also includes our Cloud
and managed services, which enable customers to take advantage of our technology in a private, hybrid, or public
cloud environment. The majority of our revenue in this reporting segment is recurring in nature, based on multi-year
services contracts.

As enterprise and midmarket businesses increasingly seek to improve customer experience through the quality and efficiency
of contact center and unified communications, they are confronted with several industry trends presenting emerging and varied
challenges. We believe the most forceful among these trends are:

» the increasing mobility of the workforce;

» shifting priorities of C-level business decision makers, including an increased preference for software-defined
networking ("SDN", or "network virtualization"), cloud delivery of applications, management of multiple and varied
devices, all of which must be handled with the security the business demands;

» increasing demand for IT purchases under operating expense models over capital expense models; and
* the rise of omni-channel customer service involving multiple modes of communications.

We aim to be the leader in our industry in addressing the customer needs and priorities resulting from recent trends and
emerging challenges. We have invested in open, mobile enterprise communication and collaboration platforms and are well
poised to serve a broad range of needs, from servicing old phone systems to deploying leading edge contact center technology
via the cloud. While we remain committed to our legacy capabilities and the customers who rely on them, in the past several
years we have also responded to the emerging landscape by evolving our market and product approach in three important
ways.

*  We have invested in research and development and new technologies to develop and provide more comprehensive
contact center, unified communications, and networking products and services, continuing our focus on the enterprise
while expanding the value we can provide to midmarket customers.



*  We have evolved our product design philosophy, anticipating demand for products that are cloud- and mobile
enabled. We also design our products to be flexible extensible, secure and reliable. This allows our customers to
transition from old communications and collaboration technology to newer technology in a way that is manageable
and cost-effective.

*  We have increased our focus on packaging our products and services into “solutions” including:

o Customer Engagement Solutions: which are primarily comprised of our contact center products and
services (such as software for intelligent call routing and reporting) and supported by our networking
technology and development environment. These solutions are designed to help our customers improve
customer experience and maximize customer lifetime value, while expanding communications channels to
include chat, mobile applications, analytics, video, and more. These solutions can be implemented quickly
helping customers dramatically reduce time-to-value on their investment.

o Team Engagement Solutions: which are primarily comprised of our real-time collaboration and unified
communications products and services (such as audio conferencing systems, mobile video software, phones,
and software that governs employee network access) and supported by our networking technology and
development environment. These solutions are designed to help our customers build more efficient, more
responsive businesses, improving workforce productivity and mobility, while allowing employees to
securely use increasing number and variety of devices and communications channels to collaborate.

o Networking solutions: which are primarily comprised of our advanced fabric networking technology, based
on open industry standards, as well as Ethernet switches, routers, and software that governs role- and policy-
based network access. Our networking solutions are designed to enable customer and team engagement
across devices and communications modes, on-premise or via the cloud. These solutions are designed to
reduce outages, boost agility and resiliency, and increase speed to deployment of contact center and unified
communications technology.

We design and build these solutions for engagement of the customers and employees of our customers. We define
“engagement” as the set of tangible outcomes that a business experiences through improved team and customer
communications and collaboration. These tangible benefits include higher employee productivity; higher customer
satisfaction; higher customer lifetime value, and, ultimately, higher profitability.

With our products and services, packaged as solutions, we can address the needs of a diverse range of customers, including
large multinational enterprises, small and medium-sized businesses, and government organizations. Our customers operate in a
broad range of industries, including financial services, manufacturing, retail, transportation, energy, media and
communications, healthcare, education and government. We employ a flexible go-to-market strategy with direct or indirect
presence in over 100 countries. As of September 30, 2015, we had approximately 9,300 channel partners and for fiscal 2015,
our product revenue from indirect sales through our channel partners represented approximately 75% of our total product
revenue.

For fiscal 2015 and 2014, we generated revenue of $4,081 million and $4,371 million, respectively. For fiscal 2015 and 2014,
our total revenue was evenly split between product revenue and services revenue. Revenue generated in the United States for
fiscal 2015 and 2014 represented 54% and 52% of our total revenue, respectively. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations: Revenue” for financial information about geographic areas. For
fiscal 2015 and 2014 we had operating income from continuing operations of $371 million and $197 million, respectively. For
fiscal 2015 and 2014, we had Adjusted EBITDA of $900 million and $898 million, respectively. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations: EBITDA and Adjusted EBITDA” for a definition
and explanation of Adjusted EBITDA and a reconciliation of loss from continuing operations to Adjusted EBITDA.

The Benefits of Our Solutions

Avaya’s solutions are combinations of our products and services designed to help our customers address their customer and
team engagement needs, before, during and after any transition they may make to a mobile- and cloud-enabled
communications environment. We believe our unified communications, contact center, and networking technology can
increase productivity and profitability for businesses of all sizes.

Customer Engagement Solutions

Our Customer Engagement Solutions are designed to facilitate long-lasting and successful relationships between companies
and their customers. Today’s customer relationships are ongoing conversations that unfold across time and channels. Phone,
video, email, chat, social - it is all one integrated omni-channel now. Done right, seamless execution pays off in increased
customer lifetime value, revenue, and profitability for our customers - even as they evolve to integrate more communications
channels and mobile devices into their customer service strategies. These solutions are predominately made up of our contact
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center products and services, and supported by our networking technology and development environment. Some of the
benefits of Avaya Customer Engagement Solutions include:

+ Improved customer experience: As businesses increasingly compete on customer experience, we offer products and
services designed to incorporate multiple channels of communication, improve customer satisfaction and retention;
increase referrals and customer acquisition; and increase cross-sell and upsell opportunities. For example, our
intelligent routing and multi-modal integration software can help an enterprise or midmarket business deliver a
seamless ongoing conversation with a customer, even if that conversation includes interactions by phone, chat, email,
and social media. Our products and services are designed to drive consistency and increased satisfaction across touch
points and enable better measurement of customer experience data for dispersion to other business units.

* Contact center efficiency: We believe the contact center is at the heart of a successful customer engagement solution
because it is a primary channel of communication between the customer and businesses, even as modes of contact
expand to include social media, chat, and mobile apps. Our products and services are designed to help our customers
achieve contact center efficiency through automation, by reducing operational costs and staffing impacts, eliminating
resource constraints caused by repetitive requests and manual processes, and ensuring service level agreements as
well as compliance requirements. For example, we might deploy our contact center platform with intelligent call
routing and contact flow analytics software to help a customer better manage volume fluctuations and better match
contact center resources to customer needs in real-time.

*  Revenue growth: Our solutions are designed to help our customers increase revenue through stronger and longer
lasting customer relationships. We believe our solutions address this challenge by reducing complexity within the
contact center and facilitating better sell-through, sell-in and sell-up performance. For example, we might deploy our
Avaya Aura Experience Portal with software for proactive consumer outreach, to help a customer increase the
efficiency and effectiveness of increasing repeat purchases and order sizes, while allowing the customer’s end-
consumer to use his or her preferred communications channel for the interaction.

Team Engagement Solutions

Avaya Team Engagement Solutions are designed to offer businesses the simplicity of a single solution to address workforce
communication and collaboration needs, including via mobile devices. These solutions are made up predominately of our real-
time collaboration and unified communications products and services, and supported by our networking technology and
development environment. Some of the benefits of Avaya Team Engagement Solutions include:

*  Communications modernization: Avaya helps modernize communications ecosystems by centralizing,
consolidating and virtualizing underlying technology infrastructures and making applications available via the cloud.
This model is designed to account for mobile device usage, reduce total cost of ownership for the entire collaboration
environment and allow firms to transition from a capital expenditure to operating expenditure model. For example, an
Avaya private cloud solution can be implemented to integrate virtualized voice, email, video, messaging, chat and
conferencing capabilities. This enables cloud access to communications tools for desk-based and remote workers and
improves security, delivering total cost of ownership ("TCQO") efficiencies and rapid payback.

*  Worker productivity: Our conferencing, messaging, and other unified communications products and services are
designed to help our customers integrate products that equally support desk-workers, teleworkers, and frequent
business travelers, thereby increasing the mobility and productivity of their workforce. Our customers are
increasingly demanding that individual workers be able to communicate across device types, channels and geographic
locations knowing that their devices, data and connections are reliable and secure. For example, our customers using
the Avaya Session Border Control can securely extend the corporate unified communications capabilities to a remote
user on a mobile device and to desk phones in their remote and home offices.

*  Team productivity: Our unified communications products and services are designed to help our customers improve
team productivity by diminishing the complexity of team collaboration channels, enabling off-the-shelf and
customizable application integration, providing omni-channel conferencing across audio, web, and video for room,
desktop, and mobile platforms. It also provides the opportunity to simplify and expand by moving conferencing
services into the cloud. For example, the Avaya Scopia platform can enable employees or remote workers to
collaborate using high-definition, secure video conferencing accessed through on-premise conference rooms, desktop
systems, and mobile devices.

*  Communications Enabled Business Processes: Embedding communications into the business applications
customers use every day makes it easier for employees to find and distribute information, prioritize work, and
communicate both needs and decisions. With the Avaya Engagement Development Platform, customers can integrate
unified communications technology and contact center capabilities, including voice, video, text, and email into social,



mobile, and cloud applications that make their business run. This application development platform makes it easy -
with no detailed or specialized knowledge of communications protocols required.

Networking Solutions

Our advanced fabric networking technology, based on open industry standards, is designed to deliver a virtualized network
that is simple to deploy, agile to operate, and resilient. Many conventional networking technologies have complex
architectures, layering protocols over protocols, making the network architecture fragile and significantly impeding the roll-
out of real-time applications. Avaya’s Fabric Connect, our fabric networking technology, is designed to deliver the agility
businesses need to focus on integrating customer and team engagement solutions into their existing IT infrastructures. Unified
access and network virtualization capabilities form the foundation of Avaya Networking Solutions. Benefits include:

*  Unified access: Our unified access solution is designed to securely extend both fixed and mobile “bring-your-own-
device (BYOD)” policies and enable proactive provisioning, quality monitoring, and active application awareness
and control.

*  Network virtualization: Our network virtualization solutions are designed to optimize the physical network,
decrease network complexity, eliminate complex protocols, and integrate security features for the safe segmentation
of data. All of this is intended to accelerate application and user deployment.

*  Network Agility: Like simplicity in your home grid that lets you move a home appliance from one power outlet to
another there can be simplicity everywhere in your network. Avaya’s SDN Fx Architecture for Software Defined
Networking helps customers design a simpler more agile network. Applications, devices and even users can see the
network as one big connection point that is capable of reconfiguring itself when changes are detected, handling once-
manual functions automatically. For IT, this means less worry about connections and configurations and more focus
on strategic applications.

Trends Shaping Our Industry

We believe there are a number of key trends shaping our industry and that there is a substantial market opportunity for the
market participants that capitalize on these trends.

A new mobile workforce

The increase in mobile technology has created a world more focused on real-time, flexible and always-on communication. We
see companies increasingly looking for ways to make corporate applications more accessible via mobile devices as the usage
of those devices by workers continues to rise worldwide.

Evolving priorities of C-level business leaders

CEOs and CMOs, we believe, are increasingly seeking to differentiate through customer experience, or in some cases, just
trying to keep up with swift-changing customer demands. Meanwhile, we have seen, these two roles become increasingly
involved in our customers’ decision making process for the kinds of software, hardware and services we provide. We believe
the increasing importance of technology as both an internal and external facing presence of the enterprise, as well as the high
stakes of data breaches are reasons CEOs are increasingly engaged in the decision making process. CMOs are gaining
additional IT budget authority as they are tasked to manage customer experience and marketing activities using modern
communications technology and rich data. We believe that as a result of this shift in decision-making roles, customer
engagement solutions need to provide businesses with better ways to engage with end users securely across multiple platforms
and channels, creating better customer experiences and thus higher revenues for our customers.

CTOs and CIOs, we believe, have three critically increasing priorities.

*  Manage the reliable and secure integration of an increasing number and variety of devices and endpoints:
Today, business users not only use desk-based devices, but also smartphones and tablets. Gartner reports from
September 2015 forecasted that these devices are growing at a CAGR of 4% for smartphones and 9% for tablets
through 2019'. To communicate seamlessly and securely across devices, applications and endpoints must be
managed as part of an integrated communications infrastructure.

* Leverage existing technology infrastructure while positioning for the future: The speed at which new enterprise
technology enters the market is challenging companies to rapidly adopt and install new technology. We believe this
pressure creates strong demand for systems that do not require enterprise-wide overhauls of existing technology.
Instead, it favors incremental, flexible, extensible technologies that are easy to adopt and compatible with existing
infrastructures. As a result, many customers are in the midst of transition from on-premise to cloud-based delivery
models.

' Gartner Forecast: PCs, Ultramobiles and Mobile Phones, Worldwide, 2012-2019, 3015 Update, Ranjit Atwal, et al, September 2015.
% Gartner Forecast: Mobile Phones, Worldwide, 2012-2019, 3015 Update, Annette Zimmermann, et al, September 2015.
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*  Shift to software-defined networking (SDN) and cloud-based applications: Companies today seek technology
that helps them lower TCO, increase deployment speed and application agility, centralize network control, and embed
network functions such as fine-grained security. They also seek to shift away from a complex, proprietary capital-
intensive model to one that is more open and efficient.

Communications Enabled Business Applications

Teams need to work together from any location, using their favorite business applications, and are increasingly accessing these
applications via the cloud. Moving in and out of applications to perform communications functions saps worker productivity.
Avaya helps employees get access to real-time information, fast and easy, by integrating communications functionality directly
into business applications.

Omni-channel engagement hubs replacing call centers

Like workforces, the customers of our customers are also increasingly using mobile devices and expecting service interactions
with companies across multiple communications channels and devices. Customer interactions are evolving from voice-centric,
point-in-time, contact center transactions to ongoing customer conversations over multiple interactions and across multiple
media and modes of communication. Customers expect businesses to know about the history of their interactions, even when
they occur across a mix of self-service and agent assisted communications methods, including voice, video, email, chat and
social media.

Our Large and Growing Addressable Market Opportunity

We believe that the total available market for customer and team engagement solutions includes spending on unified
communications, contact center applications and networking infrastructure equipment, as well as spending on one-time and
recurring professional, managed/cloud, and support services to implement, maintain and manage these tools. We believe that
in 2016, while the market for large enterprise unified communications is declining, the portion of the other markets that Avaya
serves will grow and continue to represent a large opportunity for Avaya. Additionally, we see opportunity for Avaya in the
convergence between the unified communications and contact center market. The markets Avaya serves includes large
enterprises having 2,000 or more employees, as well as midmarket-sized enterprises having less than 2,000 employees.

These markets are impacted positively by the need for enterprises to increase productivity and upgrade their unified
communications strategy to a more integrated approach, accounting for mobility, varied devices, and multiple communications
channels. In response to this need, industry analysts expect that from 2014 through 2017 aggregate total spending on unified
communications, contact center, data networking and support, managed/cloud and professional services will grow.

Furthermore, the midmarket, which we define as companies with fewer than 2,000 employees, is a growing opportunity for
Avaya’s products and services. We believe our communications market opportunity for the portion of the midmarket segment
which Avaya serves is growing, but we also believe it is underserved and willing to invest in IT enhancements. Avaya has a set
of offerings that are specifically designed to address the needs of midmarket businesses, built around our Avaya IP Office,
software and hardware designed to simplify processes and streamline information exchange within companies. It lets
midmarket companies deliver a collaboration experience that integrates voice, video, and mobile device communications, at
price points affordable to midmarket businesses.

Our Competitive Strengths

We believe the following competitive strengths position us well to capitalize on the opportunities created by the market trends
affecting our industry.

Open standards technology that supports multi-vendor, multi-platform environments

Our open standards-based technology is designed to accommodate customers with multi-vendor environments seeking to
leverage existing investments. Providing enterprises with strong integration capabilities allows them to take advantage of new
collaboration and contact center technology as it is introduced. It does not limit customers to a single vendor or add to the
backlog of integration work. We also continue to invest in our developer ecosystem, Avaya DevConnect, which has grown to
include over 25,000 members as of September 30, 2015. We believe Avaya DevConnect, together with our Agile
Communication Environment ("ACE") toolkits, application programming interfaces ("APIs") and integration environments
allow businesses to derive unique value from our architecture.



A leading position across our key end markets

We are a leader in business collaboration and communications, with leading market share in worldwide telephony systems’,
contact center infrastructure’, voice maintenance services’ and enterprise messaging,” and a position in the Leader’s quadrant
in each of Gartner’s Magic Quadrants for Corporate Telephony, Unified Communications and Contact Center Infrastructure.’
Additionally, we believe we are a leading provider of Cloud and managed services, which in fiscal 2015 grew revenues 3
percent over fiscal 2014 and has continued to be one of the fastest growing areas of our business. We also believe that our
market leadership and our incumbent position within our customer base better enables us to cross-sell to existing customers
and win new customers.

Leading service capabilities tied to a large recurring revenue stream

Avaya Global Services ("AGS") is a leading provider of recurring support services relating to business collaboration and
communications products. Our worldwide services-delivery infrastructure and capabilities help customers address critical
business collaboration and communications needs from initial planning and design through implementation, maintenance and
day-to-day operation, monitoring and troubleshooting. We believe AGS is uniquely positioned as a result of close
collaboration between our R&D and service planning teams in advance of new products being released. Customers can use
“Ava”, our virtual agent, to get immediate answers online. They can also connect with one of our experts via web chat, web
talk, or web video. Avaya Global Services can also directly access our research and development teams when necessary to
quickly resolve customer issues. These capabilities allow Avaya to provide quality service for Avaya products.

In addition, AGS delivers Cloud and managed services with a focus on customer performance and growth. These services can
range from managing software releases to operating customer communication systems to helping customers migrate to next-
generation business collaboration and communications environments. We believe that our deep understanding of application
management supporting unified communications, contact center, video and networking uniquely position us to best manage
and operate cloud-based communications systems for our customers.

Our service delivery is most often provided to customers through recurring contracts. In fiscal 2015, we generated 50% of our
revenues from services with over 80% of service revenues from recurring contracts. Recurring contracts for support services
typically have terms that range from one to five years, and contracts for Cloud and managed services typically have terms that
range from one to seven years. In fiscal 2015, the U.S. accounted for approximately 66% of our support revenue, with contract
renewal rates of more than 80%. We believe our services relationships have provided us with a large recurring revenue base
and significant visibility into our customers’ future collaboration needs.

Lower total cost of ownership (TCO)

Many vendors try to address customer demands by layering on more architectures and protocols. In the process, they
frequently sacrifice simplicity, flexibility and total cost of ownership. In contrast, our products and services are specifically
designed to address these needs - typically with less hardware - without sacrificing performance. We believe our product
performance, deployment methods, and networking technology contribute to a lower total cost of ownership for customer and
team engagement solutions.

? Dell’Oro Group, Enterprise Telephony Report, 4014, February, 2015.

® Gartner Inc. Market Share, Contact Center: Worldwide, 2014, Drew Kraus, March, 2015. Gartner ranks Avaya #1 in Contact Center Agent End-User
Revenue by Manufacturer, Worldwide in 2014.

" IntelliCom Analytics, Services Market Dashboard, 04 2014 Global Lifecycle Services Market Workbook, May, 2015.

8 T3i Group, InfoTrack for Converged Applications, Messaging Systems Shipments, Revenue & Market Share Details, Full Year 2014, June 2015
® Gartner Magic Quadrants-Garter Magic Quadrant for Corporate Telephony, Sorell Slaymaker, Steve Blood, October; 2015.

- Gartner Magic Quadrant for Unified Communications, Bern Elliot, Steve Blood, August 2015.

- Gartner Magic Quadrant for Contact Center Infrastructure, Drew Kraus, et al, May 2015.

Gartner, Inc. (Gartner) does not endorse any vendor, product or service depicted in our research publications, and does not advise technology users to select
only those vendors with the highest ratings. Gartner research publications consist of the opinions of Gartner s research organization and should not be
construed as statements of fact. Gartner disclaims all warranties, expressed or implied, with respect to this research, including any warranties of
merchantability or fitness for a particular purpose.

The Gartner Report(s) described herein, (the Gartner Report(s)) represent(s) data, research opinion or viewpoints published, as part of a syndicated
subscription service, by Gartner, Inc. (Gartner), and are not representations of fact. Each Gartner Report speaks as of its original publication date (and not as
of the date of this Form 10-K) and the opinions expressed in the Gartner Report(s) are subject to change without notice.
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Large, diverse and global customer installed base

Our products and services address the needs of a diverse range of customers from large multinational enterprises to small and
medium-sized businesses in various industries, including financial services, manufacturing, retail, transportation, energy,
media and communications, health care, education and government. Through September 30, 2015, we had over 300,000
customers, including 83% of the Fortune 500 with installations in over half a million customer locations worldwide. We
believe our large and diverse customer base provides us with recurring revenue and the opportunity to further expand within
our customer base.

Our Growth Strategy

We believe we are well-positioned worldwide and have a multi-faceted strategy to be a leading provider in delivering
engagement and networking solutions.

Expand our cloud offerings and capabilities

In our experience, technology and business leaders are increasingly turning to cloud-based technologies and business models
that allow enterprises to cut costs, increase productivity, simplify IT environments, and shift when possible to usage-based
operating expense models.

Avaya’s technologies that make up our Customer Engagement, Team Engagement, and Networking solutions are designed to
be available both on-premise and as a cloud-based service to meet these demands.

Increase mobility offerings to customers

As global workforces change and demand mobile engagement solutions, we intend to meet these demands. For example, the
Avaya Aura Platform and IP Office Platform are designed to support mobility, providing dynamic access to applications and
services based on need, not location.

Invest in open standards and product differentiation and innovation

As potential customers look to migrate to our products and services, our open architecture can integrate with competitor
systems and provide a path for gradual transition while still achieving cost savings and improved functionality. Our Fabric
Networking technology is fundamental to this approach. Fabric networking represents a strong growth area for Avaya, as
fabric networking deployments gain momentum.

During fiscal 2015 we have enhanced our product line with more than 100 new product releases. We also expect to continue to
make investments in product innovation and research and development across the portfolio to create enhancements and
breakthroughs. We believe this will encourage customers to upgrade their products more frequently. We also plan to continue
to embrace the cloud computing and mobility opportunities, and to seek new ways to leverage the Virtual Desktop Integration
("VDI") trend to securely deliver business collaboration to users.

Increase our midmarket offerings, capabilities, and market share

We believe our communications market opportunity for the portion of the midmarket segment which Avaya serves is growing.
We define the midmarket as firms with fewer than 2,000 employees. Not only do we believe this segment is growing, but we
believe midmarket businesses are underserved and willing to invest in IT enhancements. With the most recent version of our
IP Office product, version 9.1, we continued to enhance our first complete offering specifically tailored to the needs of
midmarket businesses. We believe this offering increases the value we can provide to midmarket businesses and creates an
opportunity for market share gain. We intend to continue to invest in our midmarket offerings and go-to-market resources to
increase market share and meet the growing demands of this segment.

Increase sales to existing customers and pursue new customers

We believe that we have a significant opportunity to increase our sales to our existing customers by offering new solutions
from our diverse product portfolio, including cloud, mobility, and networking solutions. This ability is supported by our
market leadership, global scale and extensive customer interaction, including at the C-suite, and creates a strong platform from
which to drive and shape the evolution of enterprise communications toward greater business collaboration. Our track record
with our customers gives us the credibility that we believe provides us with a competitive advantage in helping them cope with
this evolution.

Invest in sales and distribution capabilities

Our flexible go-to-market strategy, which consists of both a direct sales force and approximately 9,300 channel partners (as of
September 30, 2015), allows us to reach customers across industries and around the globe while allowing them to interact with
Avaya in a way that fits their organization. We intend to continue investing in our channel partners and sales force to optimize

their market focus, enter new geographies and provide our channel partners with training, marketing programs, and technical
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support through our Avaya Connect program. We also leverage our sales and distribution channels to accelerate customer
adoption and generate an increasing percentage of our revenue from our new high-value software products, data networking,
video collaboration, midmarket offerings, and user experience-centric applications.

Expand margins and profitability

We have maintained our focus on profitability levels and implemented a number of cost savings initiatives. These initiatives,
along with decreases in the amortization of acquired technology intangible assets, have contributed to improvements in our
gross margin. Our gross margin has improved from 43.5% in fiscal 2010 to 59.5% in fiscal 2015. This improvement in gross
margin along with other cost savings is also reflected in Adjusted EBITDA, a key metric management uses to evaluate the
Company’s performance. Adjusted EBITDA as a percentage of revenues improved from 15.6% in fiscal 2010 to 22.1% in
fiscal 2015. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations: EBITDA and
Adjusted EBITDA” for a definition and explanation of Adjusted EBITDA and a reconciliation of loss from continuing
operations to Adjusted EBITDA.

We expect to pursue additional cost reduction opportunities which are likely to be more targeted and may include increased
automation of our processes, headcount attrition, actions to address unproductive assets, real estate consolidation, sales back
office and front line skill transformations, and balancing our professional services structure. Having delivered substantial cost
structure reductions over the past several years, we believe the opportunities for additional savings and execution of our
growth strategy can result in further margin and profitability expansion.

Our Products and Services
Overview

Avaya possesses diverse product and services portfolios and combines individual products and services to solve customer
challenges related to customer engagement, team (workforce and partner) engagement, and networking.

The products and services that make up these solutions are organized in three reporting segments:

*  Global Communications Solutions (GCS) encompass all of our real-time collaboration, contact center and unified
communications software and hardware. Examples include audio conferencing systems; mobile video software,
software that runs contact center operations such as multimedia contact routing; software that enables mobile access
to the company network for employees; and hardware like phones, gateways, and servers. We enable these unified
communication and real-time collaboration tools to also be embedded inside the applications businesses use everyday
to keep employees and customers connected, productive and effective. This reporting segment also includes a
development platform, which allows our customers and third parties to adapt our technology by creating custom
applications, automated workflows, and engagement environments for their unique needs and allows them to
integrate Avaya’s capabilities into their existing infrastructure. GCS also includes cloud-supporting software and
hardware products, which make it possible to use our contact center and unified communications products via the
cloud.

*  Avaya Networking includes our advanced fabric networking technology that offers a virtualized network designed to
be simple to deploy, agile and resilient. The reporting segment also includes products such as Ethernet switches and
routers; wireless networking; and access control products that enforce role- and policy- based access to the network.
Our fabric networking technology is flexible and extensible to legacy network systems, which gives customers the
option to upgrade to new contact center and unified communications technology while maintaining their existing
infrastructure, if desired.

*  Avaya Global Services includes professional and support services designed to help our customers use our products
and technology efficiently and effectively. Our services include support for implementation, deployment, monitoring,
troubleshooting, optimization, and more. This reporting segment also includes our Cloud and managed services,
which enable customers to take advantage of our technology in a private, hybrid, or public cloud environment. While
some are one-time services, the majority are recurring services.

The majority of our product portfolio is made up of software products that reside on either a client or server. Our client
software resides on both our own and third-party devices, including desk phones, tablets, laptops and smartphones. It provides
users with access to unified communications capabilities such as voice and video calling, audio conferencing, instant
messaging, and contact directories. Our server-side software controls communication and collaboration for the enterprise. It
delivers rich value-added applications such as messaging, telephony, voice, video and web conferencing, mobility and
customer service. Our hardware includes a broad range of desk phones, servers and gateways and LAN/WAN switching
wireless access points. A portion of our portfolio has been subjected to rigorous interoperability and security testing and is
approved for acquisition by the US Government. Avaya’s portfolio of services include product support, integration, Cloud and



managed services as well as professional services that enable customers to optimize and manage their communications
networks worldwide and achieve enhanced business results.

Global Communications Solutions

Enterprises of all sizes depend on Avaya for unified communications, collaboration, contact center, and networking
applications and technology that help improve efficiency, engagement, and competitiveness. Our people-centric products
integrate voice, video and data, enabling users to communicate and collaborate in real-time, in the mode best suited to each
interaction. This eliminates inefficiencies in communications to help make organizations more productive and responsive.

The following chart provides a representative list of products, descriptions, and classifications that are included in the Global
Communications Solutions reporting segment.

Category

Product Name

Description

Included in
which Avaya
Solutions

Video and
Conferencing

Avaya Scopia

A standards-based portfolio of hardware and software products that
includes conference room systems, desktop and mobile video
conferencing, and infrastructure and management. Available
extensions include HD (high-definition) video-conference rooms, and
mobile applications for video conferencing, control, and management
on mobile devices.

Team
Engagement

Avaya Aura
Conferencing

A combination of hardware and software that provides simple access
to multi-media collaboration. In the same application users can use
voice, video, chat, and web conferencing. Based on the Avaya Aura
architecture, Avaya Aura Conferencing is distributed and scalable to
thousands of users. Its modular conception allows the system to be
dimensioned appropriately in terms of video or web content servers or
voice communications manager.

The complementary Avaya Video Conferencing infrastructure includes
Avaya Scopia Elite Multipoint Conferencing Units ("MCUs") reliable
and highly scalable multi-party video conferencing platforms for
enterprise and service provider environments. They offer advanced
and easy-to-use multi-party infrastructure for video conferencing and
are at the core of a high definition deployment. In addition, gateways
for Microsoft Lync and Session Initiation Protocol (“SIP”’) provide
connectivity and interoperability with unified communications
products to standards-based video conferencing systems and
infrastructure.

Team
Engagement

BurstPoint
Networks video
conference
recording and
streaming

In July 2014 Avaya completed the acquisition of the intellectual
property assets of BurstPoint Networks. These assets include high-
definition video conference recording and streaming platforms that
can be deployed behind corporate firewalls for scaled, secure, high-
volume streaming.

Team
Engagement




Communications
and Messaging

Avaya one-X Ideal for users who communicate frequently, manage multiple calls, Team
Communicator |set up ad-hoc conferencing, and need to be highly reachable, Avaya Engagement
and one-X one-X Communicator software provides users with access to unified
Mobile communications capabilities including voice and video calling, audio

conferencing, instant messaging and presence, corporate directories,

and communication logs. Avaya one-X Mobile software enables users

to access enterprise communications from a wide selection of mobile

devices, including high-end smart phones and tablets. A choice of one-

X Mobile clients is available for popular platforms including Apple

iPhone, Google Android, and BlackBerry.
Avaya Client Software that provides access to Avaya voice and video services from |Team
Applications business applications such as Microsoft Lync, Microsoft Office Engagement

Communications Server, Microsoft Outlook, Microsoft Office, IBM

Sametime, and customer relationship management ("CRM")

applications such as Salesforce.com and Microsoft Dynamics.

Avaya Aura Unified messaging software that gives users access to email, Team
Messaging voicemail, and fax from a single interface. It uses an all-Linux Engagement
platform with local survivability and geo-redundant capabilities to

serve large distributed or centralized configurations, with the option to

store messages in an Avaya and/or Microsoft Exchange message store.
Avaya Aura A cloud-based service that enables business phone lines to be a Team
Messaging textable number. This software allows the user to communicate via Engagement
Service text messaging using an enterprise phone number, enabling the user to

keep his or her mobile phone number private and reserving it for their

personal use. Messages are secure and stored in the cloud and

simultaneously available on smartphones, tablets, notebooks, and

desktop devices, enabling one-number communications via voice,

pictures and text messaging.
Avaya Avaya Communicator for Web is a browser extension that embeds Team
Communicator |access to Avaya communications and collaboration tools, including Engagement
for Web voice and video calling, phone control, Instant Messaging (IM) and

presence, into web environments, including standard browsers like
Microsoft Internet Explorer or Google Chrome and web applications
like Salesforce.com, Google Docs, or Microsoft Office 365.
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Platforms,
Infrastructure
and Phones

Avaya Aura
Core

A next-generation architecture powering our customers’
communications and collaboration services. Based on IMS, an
industry standard defined by 3GPP, this core (a blend of hardware and
software) provides a flat communications control and management
function using SIP methods. Unlike point-to-point SIP, or even
standard client server SIP approaches used by most of our competitors,
the Avaya Aura Core uses the SIP-ISC, or IMS Service Control,
signaling standard to allow multiple independent applications to serve
communication sessions. Avaya Aura can scale to hundreds of
thousands of users, serving the small enterprise all the way through the
largest enterprise customers in the world.

Customer
Engagement

Team
Engagement

The Avaya
Engagement
Development
Platform

The Avaya Engagement Development Platform is a software platform
that simplifies embedding robust communications and collaboration
capabilities into business applications, such as CRM or Enterprise
Resources Planning ("ERP"). This platform allows customers, third
parties, and Avaya to create customized engagement applications and
environments to meet unique needs. Customers and third parties can
integrate business applications with unified communications
technology and contact center capabilities including voice, short
message service or SMS, and email.

In addition to existing snap-ins (such as Context Store and Work
Assignment) the following are new for 2015:
- Engagement Assistant - simplifies calling into conferences
- Call Park and Page - allows connection of a call to another resource
- Co-browsing - enables agents to provide superior online assistance
- Presence Services - enables real time status information for all
applications

Customer
Engagement

Team
Engagement

Avaya IP Office

Avaya IP Office is a unified communications set of hardware and
software products designed specifically for midmarket-sized
customers. Avaya IP Office can be deployed on-premise or in the
cloud. It was designed to simplify processes and streamline
information exchange within companies. Communications capabilities
can be added as needed. The latest version of Avaya IP Office (9.1)
gives midmarket customers features and functions that large
enterprises use, but at a scale that is efficient and affordable for them.
Avaya IP Office delivers a seamless collaboration experience across
voice, video, and mobility for up to 3,000 users.

Customer
Engagement

Team
Engagement

Avaya Session
Border
Controller
("SBC") for
Enterprise

SBC provides enhanced security for collaboration within and outside
of the enterprise, helping to protect SIP trunks from multiple threats
and allowing SIP remote users to simply and securely connect
communication and collaboration applications to the enterprise
without the need of VPN connection. This is made up of hardware,
software, or both.

Customer
Engagement

Team
Engagement

Avaya Phones

Avaya’s range of desk phones and portable technologies include IP
and digital desk phones, digital enhanced cordless telecommunications
(DECT) handsets, wireless phones, docking stations for BYOD, and
conference room phones. Avaya phones offer capabilities such as
touch screen and applications such as integration to corporate
calendar, directory and presence, enhanced audio quality for a “you-
are-there” experience, customization and soft keys, and multiple lines
appearances, to name a few.

Customer
Engagement

Team
Engagement
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Avaya Aura

Avaya Aura Contact Center lets customers connect with a company in

Customer

Contact Center |ways beyond phone calls, including via text, IM, email, and chat. The |Engagement
omni-channel contact center solution gives agents the context (real-
time and historical) to deliver a differentiated customer experience. It
is designed to provide a unified, efficient, and highly personalized
experience that builds brand and customer loyalty.
Avaya Aura With intelligent routing and resource selection features, Avaya Aura | Customer
Call Center Call Center Elite allows a business to determine if its customers Engagement
Elite should be served by the least busy agent, the first available agent, or
the agent with skills that best match the customer’s needs. Calls can
be routed across a pool of agents regardless of physical location. With
the Elite Multichannel solution multichannel content can be routed
Assisted across the same pool of agents.
Experience - - -
Management |Interaction Interaction Center extends Avaya Aura Call Center Elite to enable Customer
Center service channels beyond the telephone, including email, web chat, Engagement
SMS/text, and social media.
IP Office A contact center software solution designed specifically for midmarket | Customer
Contact Center |business needs. It enables seamless conversations for hundreds of Engagement
agents across multiple modes of communication, including voice,
email, chat, text, and fax.
Avaya Contact |This advanced software provides enterprise-level contact center Customer
Center Select capabilities to midmarket clients on the Avaya IP Office platform. It |Engagement
provides, among other things, omni-channel support (voice, email,
chat, SMS, and fax) scalability for 30 - 250 agents and skills-based
routing.
Avaya Aura The Avaya Aura Experience Portal enables organizations to connect | Customer
Experience with customers in new ways and take advantage of all the popular Engagement
Portal mobile channels, including SMS text and mobile phones. The product
enables customers to connect with agents using their favorite channels
and devices and gives them powerful, unique service experiences with
multi-party conferencing, intelligent routing, and pre-identified
customer preferences.
Intelligent This enables customers to turn customer wait times into positive and | Customer
Automated Customer productive customer engagements. It lets firms share offers during Engagement
Experience Routing wait times, deliver customer information to agents that help assure fast
Management and accurate answers, and relay alerts and notifications to callers in
queues.
Proactive This enables firms to optimize outbound customer care, like payment |Customer
Contact reminders, announce product enhancements, explain service changes, |Engagement
and deliver surveys, with best-in-class predictive dialing.
Proactive Proactive Outreach Manager lets customers of a business choose when | Customer
Outreach and where they want to connect and whether it’s via mobile, online, in | Engagement
Manager store, or over the phone.
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Avaya Aura Avaya Aura Performance Center is a unified, end-to-end reporting and | Customer
Performance analytics platform that distills business intelligence from large Engagement
Center volumes of data, to discover not only what has happened in a
communications stream, but also why it happened.
Avaya Aura Avaya Aura Workforce Optimization is designed to give firms a Customer
Workforce deeper, more meaningful look at customer interactions by uniting all | Engagement
Optimization workforce optimization requirements under one, integrated platform.
Firms can use this to capture, share, and act on information from
across the enterprise-especially contact centers and back-office
systems-and use the data to make informed decisions faster.
Avaya Call Avaya Call Management System is designed for businesses with Customer
Management complex contact-center operations and high call volume. Call Engagement
System Management System is a database, administration, and reporting
Performance application to help businesses identify operational issues and take
Management immediate action to solve them.
Speech Speech Analytics enables firms to capture and analyze all data from Customer
Analytics recorded audio content in order to monitor quality and manage and Engagement
mitigate risk. With advanced phonetic speech tools customers can
quickly identify key words and phrases in audio recordings, search
and tag keywords and phrases that have been identified and compile
the information needed to make informed decisions and take action.
KnoahSoft New for 2015. A result of one of our recent acquisitions, KnoahSoft | Customer
Harmony Harmony gives contact centers enterprise-level interaction recording, |Engagement
quality, performance and workforce management, and analytics
functionality with the lowest total cost of ownership. Harmony is a
secure web-based platform that is seamlessly integrated with Avaya
Aura Contact Center and Avaya Contact Center Select from end-to-
end to provide the ultimate in flexibility, scalability and ease of use.
CCAAS, The contact center as-a-service, unified communications as-a-service, |Customer
UCAAS, VAAS |and video-as-a-service products are software reference architectures Engagement
and that use multi-tenant control technology and virtualized
Collaboration |communications platforms to extend Avaya’s industry leading Contact | Team
Pod Center, Unified Communications, and Video products to the cloud, Engagement
making them available as a service. The Collaboration Pod is a
hardware delivery mechanism for the solutions, available for partners
who want a fully-installed solution.
Avaya Aura Aura Control Manager is a cloud-based product for centralizing Customer
Control administration and management for Avaya contact centers. This Engagement
Manager product is designed to allow a customer to easily update call center
Cloud functions and business processes across the entire organization.
Enablement Administrators can apply rules and definitions using as little as a
Products single keystroke, allowing quick and error-free changes to agents,
skills, call flows, IVR prompts, and more.
AvayalLive Avayalive Connect is a low-cost, no-contract suite of collaboration Customer
Connect and services for small business communications. AvayaLive Video is a Engagement
AvayalLive conference room in the cloud, based on Avaya Scopia® Video.
Video Team
Engagement
Collaboratory |Avaya Aura Collaboratory is an Avaya-cloud-based execution and test | Customer
environment intended for development of non-production, proof-of- |Engagement
concept Collaboration Environment services.
Team
Engagement
Avaya Networking

In support of our engagement communications strategy, our networking product portfolio is designed to address and deliver on
three key requirements: 1) eliminate network complexity through fabric virtualization which decouples the network
infrastructure services from the physical platforms on which they operate and replaces complex protocols with a single,
integrated technology; 2) reduce time to service (i.e. application deployment); and 3) ensure the security of the environment.
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Customers across industry verticals can use our networking technology to benefit from virtualization, integrated provisioning,
system management, quality of experience, and improved bandwidth use.

Our networking portfolio is a foundational element for the unified communications and contact center products we deliver in
an end-to-end Avaya Aura architecture. We believe that customers today benefit from end-to-end product design, testing, and
support that is possible when our networking technology is combined with our Global Communications Services software and
hardware under this end-to-end architecture. However, our networking technology allows companies to embrace the value of
new technology while using their existing infrastructure, if desired, as they evolve toward a next-generation fabric-enabled
infrastructure.

Avaya’s fabric networking technology is called Fabric Connect. It helps customers simplify their network environment and
eliminate the need for manual individual configuration, implementation, and maintenance of each network component. We
believe Fabric Connect is currently capable of delivering many of the benefits that are promised in future implementations of
software-defined networking. Fabric Connect reduces the multiple protocols necessary in legacy networks to a single, unified
technology and is fully compatible with existing Ethernet networks.

We believe it provides today’s functional instantiation of software-defined networking. Fabric Connect reduces the multiple
protocols necessary in legacy networks to a single, unified technology and is fully compatible with existing Ethernet networks.

In addition to Fabric Connect, our networking portfolio includes:

*  Ethernet Switches and Routers: a range of Ethernet Switches, Routers, and supporting software for data center,
core, edge and branch applications;

*  Wireless Networking: cost-effective and scalable products that enable enterprises to support wireless connectivity
and services;

*  Access Control: products that enforce role- and policy-based access control to the network; and
e Unified Management and Orchestration: products that provide support for data and voice networks by simplifying

the requirements associated across functional areas.

We sell our portfolio of data networking products globally into enterprises and midmarket businesses of all types, with
particular strength in healthcare, education, hospitality, financial services and local and state government, where we believe
requirements are better met by Fabric Connect.

Avaya Global Services

Avaya Global Services consult, enable, support, manage, optimize and even outsource enterprise communications products
(applications and networks) to help customers achieve enhanced business results both directly and through partners. Avaya’s
portfolio of services is designed to enable customers to mitigate risk, reduce total cost of ownership, and optimize
communication products. Avaya Global Services is supported by patented design and management tools, and by network
operations and technical support centers around the world.

Avaya’s Global Services portfolio is divided into Avaya Professional Services and Avaya Client Services.
Avaya Professional Services (APS)

APS helps organizations leverage technologies effectively to meet their business objectives. Our strategic and technical
consulting, as well as deployment and customization services, help customers accelerate business performance and deliver an
improved customer experience. Whether deploying new products or optimizing existing capabilities, APS leverages its
specialists globally across three core areas:

* Enablement Services: Provide access to expertise and resources for planning, defining and deploying Avaya
products to maximize technology potential, simplify your business processes, increase security, and minimize risk.
Avaya integrates and tests equipment, trains employees, and deploys a plan to help ensure success.

*  Optimization Services: Help drive increased value and greater business results by leveraging customers’ existing
technology. Avaya consultants and product architects analyze a communications environment in the context of
customer business priorities and strategies, working to increase customers’ ROI by implementing proven best
practices, enabling operational improvements, and stress testing products and services.

* Innovation Services: Help identify improved methods for using communications and collaboration to increase
business productivity, employee efficiency and customer service levels. Our consultative approach, deep industry
experience, and custom application services, from business planning through to execution and product integration, is
designed to create alignment with customer’s specific business objectives.
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Avaya Client Services (ACS)

ACS is a market-leading organization offering support, management and optimization of enterprise communications networks
to help customers mitigate risk, reduce TCO and optimize product performance. ACS is supported by patented design and
management tools, and by network operations and technical support centers around the world. The contracts for these services
range from one to multiple- years, with three year terms being the most common. Custom or complex services contracts are
typically five years in length. The portfolio of ACS services includes:

Global Support Services (GSS): Provides a comprehensive suite of support options both directly and through
partners to proactively resolve issues and improve uptime. Support offers and capabilities include:

o 24x7 remote support

o  proactive remote monitoring
o sophisticated diagnostic tools
o parts replacement

o onsite response

Recent innovations include our Avaya Support Web site that quickly connects customers to advanced Avaya
technicians via live chat, voice or video. The web site also provides access to “Ava,” an interactive virtual chat agent
based on Avaya Automated Chat that quickly searches our knowledge base and a wide range of “how-to” videos to
answer customer support questions. Ava learns with each customer interaction and can make the decision to transition
the chat to an Avaya technician-often without the customer realizing the change is taking place.

All new support solutions are published to the web by our engineers, generally within 30 minutes of finding a
resolution, adding value for customers by providing known solutions for potential issues rapidly. Most of our
customers also benefit from Avaya EXPERT Systems, which provides real-time monitoring of diagnostic and system
status. This proactively identifies potential issues to improve reliability, uptime, and faster issue resolution.

Avaya Private Cloud and Managed Services (APCS): Provides the IT Infrastructure Library (ITIL), aligned,
multivendor managed and outsourcing services for customers’ communications environments. Managed and private
cloud services can be procured in standard packages or in fully custom arrangements that include on-premise or
private Cloud options, Service Level Agreements (SLAs) billing, and reporting.

Avaya can manage existing infrastructure of any age and from any communications vendor, and many customers
leverage this model as a way to manage complex existing environments while they upgrade their entire
communication network to the latest technology. This provides customers with the option of a recurring operational
expense, rather than a one-time capital expenditure, for upgrading to the latest technology. In these types of deals, the
underlying solutions and infrastructure are owned by the equipment vendor, or managed services/Cloud provider, and
are often included in the Cloud and managed services pricing/revenue.

In addition, Cloud and managed services can take the form of one of three Cloud models offered by Avaya:

o Avaya Partner Cloud Service, a model that supports public and private products offered by service providers
and system integrators;

o Avaya Branded Cloud Service, an Avaya-hosted multi-customer public cloud option; and

o Private Cloud, a private cloud model for individual customers.

We sometimes refer to the foregoing products and services as “flagship,” “legacy,” and “core” as follows:

Flagship includes products and services which reflect the expertise and innovation in some of the newest
enhancements to our product portfolio. We believe these products and services offer the highest potential to
contribute to revenue growth. The Flagship category includes Video, Avaya Aura®, IP Office, contact center,
Wireless LAN, SBC, ethernet/fabric switching, Avaya professional services, and Avaya Cloud and managed services.

Core includes products and services which are foundational components of our technology solutions. The Core
category includes certain phone models, gateways, servers, core contact center, and other Cloud and managed and
maintenance support services.

Legacy includes certain products we acquired in our acquisitions of Tenovis and the enterprise solutions business, or
NES, of Nortel Networks Corporation, but does not include NES networking products.
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Our Technology

Technology enhances the way people communicate and collaborate, enabling team and customer engagement. We leverage
critical technology and open standards across our portfolio to our customers’ advantage. One of these standards is Session
Initiation Protocol (or “SIP”), and Avaya is a leading innovator in leveraging its use for business collaboration. By allowing
application flexibility and cost reduction, SIP has become the protocol of choice for real-time communications and will
continue to expand in the industry. We distinguish ourselves from competition by exploiting advanced SIP capabilities as
opposed to only exploiting basic features. Avaya shifts communications from having to coordinate multiple, independent
media and communications systems toward session management based environments, where multiple media and resources can
flexibly be brought into a seamless experience. This fundamental difference supports more fluid, effective and persistent
collaboration across media such as voice, video and text and modes of communications such as calls or conferences.

To adapt to our customers’ needs in light of the trends described in “Trends Shaping Our Industry” section above, we have
shifted our design philosophy over the last few years, anticipating increased demand for our unified communications and
contact center products to be available via cloud delivery. While our products have traditionally been deployed on a
customer’s premise, many can now also be deployed in public, private and hybrid cloud models. Further, through
comprehensive monitoring technologies, these products and services can also be deployed as Cloud and managed services.

Multimedia Session Management

At the core of our architecture, SIP based Avaya Aura Session Manager centralizes communications control and application
integration. Applications are decoupled from the network and can be deployed to individual users based on their need, rather
than by where they work or the capabilities of the system to which they are connected. This allows for extreme scalability,
with the Avaya Aura Session Manager currently capable of handling up to 350,000 devices per system.

Unique End User Experiences

Avaya one-X Communicator and Avaya one-X Mobile software clients leverage the Avaya Aura technology and allow users to
perform all unified communications and conferencing functions, via voice, video and text. In addition, users can access
Microsoft Exchange services, such as e-mail, contacts and calendar and exchange instant message and presence information
with Microsoft Lync users (i.e., Microsoft Communicator clients).

The Avaya Engagement Development platform is software that abstracts the core Avaya Aura system and allows developers
with common web and JAVA programming skills to develop innovative applications that embed communications. For example
a customer escalation registered in an insurance claims application could start an Avaya Engagement Development platform
workflow that would automatically find and join the customer, the claims adjuster and claims manager via email or SMS and
bring them into a video conferencing session. This ability to invoke and combine communications functions allows our
customers to generate more business value from their Avaya products.

Management and Orchestration

Simple and consistent management and operations are essential to customers. We believe our management products facilitate
efficient operations and better overall performance. They cover a wide range of functions, from initial provisioning to
monitoring and orchestration of components to enable networking of communications services.

Advanced Routing and Switching Protocols

Avaya offers routing switches and wireless products that embed advanced protocols such as “shortest path bridging (SPB)” at
the forefront of the networking industry. SPB simplifies networking by provisioning services at the edge rather than on every
node; as a consequence, administration is simpler and recovery from incidents can be up to 2,500 times faster than in
conventional data networks. As an example, we believe this type of infrastructure is able to support applications such as
multicasting large numbers of video streams or network isolation, delivering lower cost and better performance. Our continued
investment in this domain contributes to our differentiation in the networking space.

Additional Technologies
In addition to Session Management, we use technologies including:

*  Messaging and Presence via SIP/SIMPLE and XMPP: The Avaya Aura Presence Services collects, aggregates and
disseminates rich presence and enables instant messaging including using SIP/SIMPLE and XMPP, providing
interoperability with systems from other vendors, such as Microsoft and IBM;

*  Virtualization and Cross Operating System (OS) Support: Our software applications run on a broad range of
operating systems including, but not limited to, Microsoft Windows, Apple MAC OS and Google Android. We also
support virtualization to not only reduce the physical server footprint using hypervisor technology to run multiple
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applications concurrently on a single physical platform, but also facilitate certain tasks such as system expansion or
recovery.

*  High Quality/Low Bandwidth Video: Avaya’s Video products and services are able to deliver high quality video
while minimizing bandwidth consumption and responding to adverse network conditions such as congestion or
packet loss. We use H.264 High Profile for bandwidth efficiency and cascading media to optimize bandwidth
between sites and H.264 Scalable Video Coding ("SVC").

*  Virtualization is used in our Avaya Aura portfolio to decrease the supporting hardware cost and also to enable
operations resilience and facilitate scalability.

*  WebRTC is a newly evolving technology that Avaya is leveraging to develop a new generationg of Unified
Communications. WebRTC allows for communication clients to be supported directly from HTML 5 browsers. Voice
and video are embedded in web applications, allowing access to these media to be much more ubiquitous.

*  Big Data: By leveraging the power of large unstructured data stores, important information streams from multi-
vendor systems and customer support infrastructure can be aggregated. This allows Avaya to create a next generation
of contact centers, where customer service or sales representative assignment is made based on real-time business
insights.

Alliances and Partnerships

Avaya has formed commercial and partnering arrangements through global alliances to improve the availability of our
products and services and the value derived by customers from our products and services. Global alliances are strategically
oriented commercial relationships with key partners. We have three primary types of Global alliances: Global Service Provider
Alliances, Global Systems Integrator Alliances, and Ecosystem Alliances.

*  Global Service Provider (SP) alliances are partnering arrangements by Avaya with leading telecommunications
service providers for enterprise communications and collaboration. We pursue sell-to and sell-through opportunities
for Avaya products and services. These alliances are integral in selling and implementing our cloud-based
Communications-as-a-service (CaaS) services. We also see them as a principal route to market for our Unified
Collaboration-as-a-service (UCaaS) and Contact Center-as-a-service (CCaaS) solutions.

*  Global Systems Integrator (SI) alliances are identical in nature to our Global Service Provider alliances, except that
these are forged with system integrator partners.

*  Ecosystem alliances are partnering arrangements by Avaya with IT and telecommunications industry leaders to bring
to our joint customers solutions that leverage our combined range of products and services.

As of September 30, 2015, there were approximately 9,300 channel partners that serve our customers worldwide through
Avaya Connect, our business partner program. Through the use of certifications, the program positions partners to sell,
implement and maintain our communications systems, applications and services. Avaya Connect offers clearly defined partner
categories with financial, technical, sales and marketing benefits that grow in parallel with levels of certification. We support
partners in the program by providing a portfolio of industry-leading products in addition to sales, marketing and technical
support. Although the terms of individual channel partner agreements may deviate from our standard program terms, our
standard program agreements for resellers generally provide for a term of one year with automatic renewal for successive one
year terms. They may generally be terminated by either party for convenience upon 30 days prior notice, and our standard
program agreements for distributors may generally be terminated by either party for convenience upon 90 days prior notice.
Certain of our contractual agreements with our largest distributors and resellers, however, permit termination of the
relationship by either party for convenience upon prior notice of 180 days. Our partner agreements generally provide for
responsibilities, conduct, order and delivery, pricing and payment, and include customary indemnification, warranty and other
similar provisions. No single channel partner represented more than 10% of our revenue for fiscal 2015, 2014, 2013 or 2012.

Development Partnerships

The Avaya DevConnect program is designed to promote the development, compliance-testing and co-marketing of innovative
third-party products that are compatible with Avaya’s standards-based products. Member organizations have expertise in a
broad range of technologies, including IP telephony, contact center and unified communications applications.

As of September 30, 2015, more than 25,000 companies have registered with the program, including more than 420 companies
operating as Technology Partners that are eligible to submit their products or services for compatibility testing by the Avaya
Solution Interoperability and Test Lab. Avaya Test Lab engineers work in concert with each submitting member company to
develop comprehensive test plans for each application to validate the product integrations.
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Customers, Sales, and Distribution
Customers

We have a diverse customer base, ranging in size from small businesses employing a few employees to large government
agencies and multinational companies with over 100,000 employees. Through September 30, 2015, we had over 300,000
customers, including 83% of the Fortune 500 with installations in over half a million customer locations worldwide. Our
customers operate in a broad range of industries, including financial services, manufacturing, retail, transportation, energy,
media and communications, health care, education and government. They represent leading companies from the Forbes Global
2000 including at least 7 of the world’s top 10 from industries such as airlines, auto & tuck manufacturers, hotels & motels,
major banks, and investment services firms. We employ a flexible go-to-market strategy with direct or indirect presence in
over 100 countries. As of September 30, 2015, we had approximately 9,300 channel partners and for fiscal 2015, our product
revenue from indirect sales represented approximately 75% of our total product revenue.

Sales and Distribution

Our global go-to-market strategy is designed to focus and strengthen our reach and impact on large multinational enterprises,
midmarket and more regional enterprises and small businesses. Our go-to-market strategy is to serve our customers the way
they prefer to work with us, either directly with Avaya or through our indirect sales channel, which includes our global
network of alliance partners, distributors, dealers, value-added resellers, telecommunications service providers and system
integrators. Our sales organizations are equipped with a broad product and software portfolio, complemented with services
offerings including product support, integration and professional and Cloud and managed services.

The Avaya sales organization is globally deployed with direct or indirect (e.g., channel partner) presence in over 100 countries.
We continue to focus on efficient deployment of Avaya sales resources, both directly and indirectly, for maximum market

penetration and global growth. Our investment in our sales organization includes training curricula to support the evolution of
our sales strategy. The program includes sales process, skills and solutions curricula for all roles within our sales organization.

Research and Development

We make substantial investments in research and development to develop new systems, services and software in support of
business collaboration, including, but not limited to, converged communications systems, communications applications,
multimedia contact center innovations, collaboration tools, messaging applications, video, speech enabled applications,
business infrastructure and architectures, converged mobility systems, cloud offerings, web services, communications-enabled
business processes and applications, data networks and services for our customers.

We invested $338 million, $379 million and $445 million in fiscal 2015, 2014 and 2013, respectively, on research and
development. Customer-sponsored research and development activities that we have conducted have not been material.

Manufacturing and Suppliers

We have outsourced substantially all of our manufacturing operations to several contract manufacturers. Our contract
manufacturers produce the vast majority of our products in facilities located in southern China, with other products
manufactured in facilities located in Israel, Mexico, Malaysia, Taiwan, United Kingdom, Ireland and the U.S. All
manufacturing of our products is performed in accordance with detailed specifications and product designs, furnished or
approved by Avaya and, is subject to rigorous quality control standards. We periodically review our product manufacturing
operations and consider changes we believe may be necessary or appropriate. We also purchase certain hardware components
and license certain software components from third-party original equipment manufacturers or OEMs and resell them
separately or as part of our products under the Avaya brand.

In some cases, certain components are available only from a single source or from a limited source of suppliers. Delays or
shortages associated with these components could cause significant disruption to our operations. We have also outsourced
substantially all of our warehousing and distribution logistics operations to several providers of such services on a global
basis, and any delays or material changes in such services could cause significant disruption to our operations. For more
information on risks related to products, components and logistics, see “Risk Factors-Risks Associated with our Company."

As our business and operations related relationships have expanded globally, certain operational and logistical challenges as
well as changes in economic or political conditions and natural disasters, in a specific country or region, could negatively
affect our revenue, costs, expenses and financial condition or those of our channel partners and distributors.

Competition

As a provider of team and customer engagement solutions - made up of unified communications and real-time collaboration
products, call center applications, networking technologies and services-we believe we are differentiated from any single
competitor.
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For the sale of unified communications products and services specifically, in the enterprise segment we compete with
companies such as Cisco Systems, Inc. ("Cisco"), Microsoft Corporation, NEC Corporation, Unify GmbH & Co. Kg
("Unify"), Alcatel-Lucent, and Huawei Technologies Co., Ltd ("Huawei"). In the midmarket we compete with companies such
as ShoreTel, Inc., and Mitel Networks Corp. ("Mitel"). In cloud products and services we compete with companies such as
Cisco, Broadsoft Inc., Microsoft Corporation, 8x8, Inc., RingCentral Inc., and ShoreTel, Inc. Our video products and services
compete with companies such as Cisco, Polycom Inc., and LifeSize (now a division of Logitech International S.A.).

Our contact center products and services compete with companies such as Genesys Telecommunications Laboratories, Inc.
("Genesys"), Cisco, Huawei, and Mitel in the enterprise segment. In the midmarket, as well as cloud products and services, we
compete with companies such as Cisco, Genesys and Interactive Intelligence, Inc.

Our networking products and services compete with companies such as Cisco, Hewlett-Packard Enterprise Company ("HP",
formerly Hewlett-Packard Company), Huawei, Dell, Inc., and Juniper Networks, Inc., in each case primarily with respect to
Level 2/Level 3 Ethernet switching.

We face competition in certain geographies with companies that have a particular strength and focus in these regions, such as
Huawei in China, Intelbras S.A. in Latin America, and Matsushita Electric Corporation of America (Panasonic), in Asia.

While we believe our global, in-house end-to-end services organization provides us with a competitive advantage, it faces
competition from companies like those above offering services, either directly or indirectly through their channel partners,
with respect to their own product offerings, as well as many value-added resellers, consulting and systems integration firms
and network service providers.

Technological developments and consolidation within the industry, as well as changes in the products and services that we
offer, result in frequent changes to our group of competitors. The principal competitive factors applicable to our products and
services include:

* perceived and real value of the products and services as paths to solving meaningful team and customer engagement
challenges;

» perceived and real ability to integrate various products into a customer’s existing environment, including the ability
of a provider’s products to interoperate with other providers’ business collaboration products;

« the ability to offer on-premise or cloud products and services, with all services available via mobile;
»  product features, performance and reliability;

*  customer service and technical support;

» relationships with distributors, value-added resellers and systems integrators;

* aninstalled base of similar or related products;

» relationships with buyers and decision makers;

*  price;

» the relative financial condition of competitors;

*  brand recognition;

»  the ability to be among the first to introduce new products and services.
For more information on risks related to our competition, see “Risk Factors-Risks Associated with Our Company.”
Patents, Trademarks and Other Intellectual Property

We own a significant number of patents important to our business and we expect to continue to file new applications to protect
our research and development investments in new products and services across all areas of the business. As of September 30,
2015, we had approximately 5,400 patents and pending patent applications, including foreign counterpart patents and foreign
applications. Our patents and pending patent applications cover a wide range of products and services involving a variety of
technologies, including, but not limited to, unified communications (including video, social media, telephony and messaging),
contact centers, wireless communications and networking. The durations of our patents are determined by the laws of the
country of issuance. For the U.S., patents may be 17 years from the date of issuance of the patent or 20 years from the date of
its filing, depending upon when the patent application was filed. In addition, we hold numerous trademarks, both in the U.S.
and in other countries. We also have licenses to intellectual property for the manufacture, use and sale of our products.

We will obtain patents and other intellectual property rights used in connection with our business when practicable and
appropriate. Historically, we have done so organically or through commercial relationships as well as in connection with
acquisitions.

19



Our intellectual property policy is to protect our products, technology and processes by asserting our intellectual property
rights where appropriate and prudent. From time to time, assertions of infringement of certain patents or other intellectual
property rights of others have been made against us. In addition, certain pending claims are in various stages of litigation.
Based on industry practice, we believe that any licenses or other rights that might be necessary for us to continue with our
current business could be obtained on commercially reasonable terms. However, we cannot be sure that any of those licenses
or other rights will always be available on acceptable terms or that litigation will not occur. The failure to obtain necessary
licenses or other rights, or litigation arising out of such claims, could adversely affect our business.

We are dependent on our intellectual property. If we are not able to protect our proprietary rights or if those rights are
invalidated or circumvented, our business may be adversely affected. We may be subject to litigation and infringement claims,
which could cause us to incur significant expenses or prevent us from selling our products or services. For more information
concerning the risks related to patents, trademarks, and other intellectual property, please see “Risk Factors-Risks Associated
with our Company.”

Backlog

Due to our diverse products and services portfolio, including the large volume of products delivered from finished goods or
channel partner inventories we believe that backlog information is not material to an understanding of our overall business.

Employees

As of September 30, 2015, we employed 11,701 employees, of which 11,610 were full-time employees (11,002 were non-
represented employees and 608 were represented employees covered by collective bargaining agreements) and 91 were part-
time non-represented employees. Of the 608 full-time employees covered by collective bargaining agreements as of
September 30, 2015, 553 were in the United States, 41 were located in Latin America region and 14 were located in Canada.

Effective November 25, 2013 and January 31, 2014, the Company entered into a two-year contract extension with the
Communications Workers of America and the International Brotherhood of Electrical Workers, respectively. With the
extensions, the contract with each now terminates on June 13, 2016.

Environmental, Health and Safety Matters

We are subject to a wide range of governmental requirements relating to safety, health and environmental protection,
including:

«  certain provisions of environmental laws governing the cleanup of soil and groundwater contamination;

»  various local, federal and international laws and regulations regarding the material content and electrical design of
our products that require us to be financially responsible for the collection, treatment, recycling and disposal of those
products; and

« various employee safety and health regulations that are imposed in various countries within which we operate.

For example, we are currently involved in several remediations at currently or formerly owned or leased sites, which we do
not believe will have a material impact on our business or results of operations. Please see “Risk Factors-Risks Associated
with Our Company-We may be adversely affected by environmental, health and safety, laws, regulations, costs and other
liabilities” for a discussion of the potential impact such governmental requirements and climate change risks may have on our
business.

Corporate Responsibility at Avaya

Avaya’s Corporate Responsibility Program incorporates four key elements: Environment, Community, Marketplace and
Workplace. For the Environment element, Avaya looks to implement environmental stewardship practices at our global
locations. The element of Community represents Avaya working to positively impact society as a whole and supporting the
communities where we are located. The Marketplace element includes engaging in fair and ethical business dealings with our
customers, our partners and our supply chain. The Workplace element focuses on developing a desirable place to work for our
employees across the globe.
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Item 1A. Risk Factors

You should carefully consider the following risk factors as well as the other information contained in this report, including but
not limited to, the discussion under Item 7, “Management's Discussion and Analysis of Financial Condition and Results of
Operations-Cautionary Note Regarding Forward Looking Statements.” The risks and uncertainties described below are not the
only ones we face. Additional risks and uncertainties not currently known to us or those we currently view to be immaterial may
also materially and adversely affect our business, financial condition or results of operations. Any of the following risks could
materially and adversely affect our business, financial condition or results of operations.

Our degree of leverage could adversely affect our ability to raise additional capital to fund our operations, limit our ability
to react to changes in the economy or our industry, expose us to interest rate risk to the extent of our variable rate debt and
prevent us from meeting obligations on our indebtedness.

The significant terms of our financing agreements can be found in Note 10, "Financing Arrangements," to our audited
Consolidated Financial Statements. As of September 30, 2015, our total indebtedness was $6,042 million (excluding capital
lease obligations). As of September 30, 2015, the Company had $3,284 million, $2,683 million, $55 million and $20 million of
outstanding borrowings under Avaya Inc.'s senior secured credit facility ("Senior Secured Credit Agreement"), senior secured
notes due April 1, 2019 (the "2019 senior secured notes") and the indenture governing our senior secured notes due March 1,
2021 (the "2021 senior secured notes" and, together with the 2019 senior secured notes, the "notes"), senior secured asset based
revolving credit facility (the "Domestic ABL") and the senior secured foreign asset-based revolving credit facility (the "Foreign
ABL"), respectively. The Company regularly evaluates market conditions, its liquidity profile, and various financing
alternatives for opportunities to enhance its capital structure. If market conditions are favorable, we may refinance our existing
debt or issue additional securities.

Our degree of leverage could have consequences, including:
»  making it more difficult for us to make payments on our indebtedness;
* increasing our vulnerability to general economic and industry conditions;

*  requiring a substantial portion of cash flow from operations to be dedicated to the payment of principal and interest on
our indebtedness, thereby reducing our ability to use our cash flow to fund our operations, capital expenditures and
future business opportunities;

»  exposing us to the risk of increased interest rates as borrowings under our Domestic ABL, our Senior Secured Credit
Agreement and certain foreign subsidiaries of our Foreign ABL are at variable rates of interest;

» limiting our ability to make strategic acquisitions;

» limiting our ability to obtain additional financing for working capital, capital expenditures, debt service requirements,
acquisitions and general corporate or other purposes; and

» limiting our ability to adjust to changing market conditions and placing us at a competitive disadvantage compared to
our competitors who are less highly leveraged.

We may not be able to generate sufficient cash to service all of our indebtedness and our other ongoing liquidity needs, and
we may be forced to take other actions to satisfy our obligations under our indebtedness, which may not be successful.

We expect to make payments of approximately $451 million during fiscal 2016 in principal and interest associated with long-
term debt and interest associated with our revolving credit facilities and senior secured notes, although we may elect to make
additional principal payments under certain circumstances. The expected payments are exclusive of repayments we have made
or may make with respect to revolving debt under our revolving credit facilities. In the ordinary course of business, we may
from time to time borrow and repay amounts under our revolving credit facilities to meet business needs.

Our ability to make scheduled payments on or to refinance our debt obligations and to fund our planned capital expenditures,
acquisitions and other ongoing liquidity needs depends on our financial condition and operating performance, which is subject
to prevailing economic and competitive conditions and to certain financial, business and other factors beyond our control.
There can be no assurance that we will maintain a level of cash flow from operating activities or that future borrowings will be
available to us under any of our credit facilities or otherwise in an amount sufficient to permit us to pay the principal, premium,
if any, and interest on our indebtedness. If our cash flow and capital resources are insufficient to fund our debt service
obligations, we may be forced to reduce or delay investments and capital expenditures, or to seek additional capital or
restructure or refinance our indebtedness. These alternative measures may not be successful and may not permit us to meet our
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scheduled debt service obligations. In the absence of such operating results and resources, we could face substantial liquidity
problems and might be required to dispose of material assets or operations to meet our debt service and other obligations. Our
credit facilities and the indentures governing the notes restrict our ability and the ability of our restricted subsidiaries to dispose
of assets and use the proceeds from the disposition. Accordingly, we may not be able to consummate those dispositions or to
obtain any proceeds on terms acceptable to us or at all, and any such proceeds may not be adequate to meet any debt service
obligations then due.

Our debt agreements contain restrictions that limit in certain respects our flexibility in operating our business.

Our credit facilities, the indentures governing the 2019 senior secured notes and the indenture governing the 2021 senior
secured notes contain various covenants that limit our ability to engage in specific types of transactions. These covenants limit
our ability and our restricted subsidiaries' ability to:

* incur or guarantee additional debt and issue or sell certain preferred stock;
* pay dividends on, redeem or repurchase our capital stock;

»  make certain acquisitions or investments;

e incur or assume certain liens;

* enter into transactions with affiliates; and

» sell assets to, or merge or consolidate with, another company.

A breach of any of these covenants could result in a default under one or all of our credit facilities and/or the indentures
governing the notes. In the event of any default under any of our credit facilities, the applicable lenders could elect to terminate
borrowing commitments and declare all borrowings and loans outstanding, together with accrued and unpaid interest and any
fees and other obligations, to be due and payable, which would be an event of default under the indentures governing the notes.

We have refinanced our and our subsidiaries' debt in the past but there is no assurance we will be able to refinance all or any
portion of our or our subsidiaries' debt in the future. If we were unable to repay or otherwise refinance these borrowings and
loans when due, the applicable secured lenders could proceed against the collateral granted to them to secure that indebtedness,
which could force us into bankruptcy or liquidation. In the event our lenders accelerate the repayment of our or our subsidiaries'
borrowings, we and our subsidiaries may not have sufficient assets to repay that indebtedness.

The market opportunity for business collaboration products and services may not develop in the ways that we anticipate.

The demand for our products and services can change quickly and in ways that we may not anticipate because the market in
which we operate is characterized by rapid, and sometimes disruptive, technological developments, evolving industry
standards, frequent new product introductions and enhancements, changes in customer requirements and a limited ability to
accurately forecast future customer orders. Our operating results may be adversely affected if the market opportunity for our
products and services does not develop in the ways that we anticipate or if other technologies become more accepted or
standard in our industry or disrupt our technology platforms.

Our strategy depends in part on our ability to rely on our indirect sales channel.

An important element of our go-to-market strategy to expand sales coverage and increase market absorption of new products is
our global network of alliance partners, distributors, dealers, value-added resellers, telecommunications service providers and
system integrators. Our financial results could be adversely affected if our relationships with channel partners were to
deteriorate, if our support pricing or other services strategies conflict with those of our channel partners, if any of our
competitors were to enter into strategic relationships with or acquire a significant channel partner, if channel partners do not
become enabled to sell new products or if the financial condition of our channel partners were to weaken. In addition, we may
expend time, money and other resources on developing and maintaining channel relationships that are ultimately unsuccessful.
There can be no assurance that we will be successful in maintaining, expanding or developing relationships with channel
partners. If we are not successful, we may lose sales opportunities, customers or market share. Although the terms of individual
channel partner agreements may deviate from our standard program terms, our standard program agreements for resellers
generally provide for a term of one year with automatic renewal for successive one year terms and generally may be terminated
by either party for convenience upon 30 days prior written notice. Our standard program agreements for distributors generally
may be terminated by either party for convenience upon 90 days prior written notice. Certain of our contractual agreements
with our largest distributors and resellers, however, permit termination of the relationship by either party for convenience upon
prior notice of 180 days. Our financial results could be adversely affected if our contracts with alliance partners were
terminated. See "Our Business-Avaya Connect" for more information on our global business partner program and the standard
terms of our program agreements.
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We face formidable competition from providers of unified communications, contact center and networking products and
related services; as these markets evolve, we expect competition to intensify and expand to include companies that do not
currently compete directly against us.

Our unified communications products and services compete with companies such as Cisco, Microsoft, NEC, Unify, Alcatel-
Lucent and Huaweli, in the enterprise segment; with companies such as ShoreTel and Mitel, in the midmarket; and with
companies such as Cisco Systems, Inc. ("Cisco"), Microsoft Corporation ("Microsoft"), NEC Corporation ("NEC"), Unify
GmbH & Co. Kg ("Unify"), Alcatel-Lucent and Huawei Technologies Co., Ltd ("Huawei") in the enterprise segment; with
companies such as NEC, ShoreTel, Inc. ("ShoreTel") and Mitel Networks Corp. ("Mitel") in the midmarket; and with
companies such as Cisco, Broadsoft Inc. ("Broadsoft"), Microsoft, 8x8, Inc. ("8x8"), RingCentral, Inc. ("RingCentral"),
ShoreTel and Mitel in cloud products and services. Our video products and services compete with companies such as Cisco,
Polycom Inc., Huawei, ZTE Corporation ("ZTE"), Vidyo, Blue Jeans and LifeSize (now a division of Logitech International
S.A)).

Our contact center products and services compete with companies such as Genesys Telecommunications Laboratories, Inc.
("Genesys"), Cisco, Huawei, Enghouse Interactive ("Enghouse") and Mitel in the enterprise segment and with companies such
as Cisco, Genesys, Enghouse and Interactive Intelligence, Inc. or Interactive Intelligence, in the midmarket and cloud products
and services.

Our networking products and services compete with companies such as Cisco, Hewlett-Packard Enterprise Company ("HP",
formerly Hewlett-Packard Company), Huawei, Dell Inc. ("Dell") and Juniper Networks, Inc. ("Juniper") primarily with respect
to L2/L3 ethernet switching.

We face competition in certain geographies with companies that have a particular strength and focus in these regions, such as
Huawei and ZTE in China, Intelbras in Latin America and Panasonic in Asia.

While we believe our global, in-house end-to-end services organization provides us with a competitive advantage, we face
competition from companies like those above offering services, either directly or indirectly through their channel partners, with
respect to their own product offerings, as well as many value-added resellers, consulting and systems integration firms and
network service providers.

In addition, because the business collaboration market continues to evolve and technology continues to develop rapidly, we
may face competition in the future from companies that do not currently compete against us, but whose current business
activities may bring them into competition with us in the future. In particular, this may be the case as business, information
technology and communications applications deployed on converged networks become more integrated to support business
collaboration. We may face increased competition from current leaders in information technology infrastructure, information
technology, consumer products, personal and business applications and the software that connects the network infrastructure to
those applications. With respect to services, we may also face competition from companies that seek to sell remotely hosted
services or software as a service directly to the end customer. Competition from these potential market entrants may take many
forms, including offering products and applications similar to those we offer as part of another offering. In addition, these
technologies continue to move from a proprietary environment to an open standards-based environment.

Several of our existing competitors have, and many of our future competitors may have, greater financial, personnel, technical,
research and development and other resources, more well-established brands or reputations and broader customer bases than we
do and, as a result, these competitors may be in a stronger position to respond quickly to potential acquisitions and other market
opportunities, new or emerging technologies and changes in customer requirements. Some of these competitors may have
customer bases that are more geographically balanced than ours and, therefore, may be less affected by an economic downturn
in a particular region. Other competitors may have deeper expertise in a particular stand-alone technology that develops more
quickly than we anticipate. Competitors with greater resources also may be able to offer lower prices, additional products or
services or other incentives that we cannot match or do not offer. Industry consolidations may also create competitors with
broader and more geographic coverage and the ability to reach enterprises through communications service providers. Existing
customers of data networking companies that compete against us may be inclined to purchase enterprise communications
products and services from their current data networking or software vendors rather than from us. Also, as communications and
data networks converge, we may face competition from systems integrators that traditionally have been focused on data
network integration.

We cannot predict which competitors may enter our markets in the future, what form such competition may take or whether we
will be able to respond effectively to the entry of new competitors into competition with us or the rapid evolution in technology
and product development that has characterized our businesses. In addition, in order to effectively compete with any new
market entrant, we may need to make additional investments in our business, use more capital resources than our business
currently requires or reduce prices, any of which may materially and adversely affect our profitability.
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Our products and services may fail to keep pace with rapidly changing technology and evolving industry standards.

The market in which we operate is characterized by rapid, and sometimes disruptive, technological developments, evolving
industry standards, frequent new product introductions and enhancements and changes in customer requirements. In addition,
both traditional and new competitors are investing heavily in this market and competing for customers. As next-generation
business collaboration technology continues to evolve, we must keep pace in order to maintain or expand our market leading
position. We recently introduced a significant number of new product offerings and are increasingly focused on new, high value
software products, as a revenue driver. If we are not able to successfully develop and bring these new products to market in a
timely manner, achieve market acceptance of our products and services or identify new market opportunities for our products
and services, our business and results of operations may be materially and adversely affected.

Fluctuations in foreign currency exchange rates could negatively impact our operating results

We are a global company with significant international operations and transact business in many currencies. As such, we are
potentially exposed to adverse as well as beneficial movements in foreign currency exchange rates. The majority of our
revenues and expenses are denominated in U.S. dollars. However, we are exposed to foreign currency exchange rate
fluctuations related to certain revenues and expenses denominated in foreign currencies. Our primary currency exposures relate
to net operating expenses denominated in euro, Indian rupee, British pound, Mexican peso and Chinese yuan. These exposures
may change over time as business practices evolve and the geographic mix of our business changes. From time to time, we
enter into foreign exchange forward contracts to hedge fluctuations associated with certain monetary assets and liabilities,
primarily accounts receivable, accounts payable and certain intercompany obligations. However any attempts to hedge against
foreign currency exchange rate fluctuation risk may be unsuccessful and result in an adverse impact to our operating results.

As our business and operations relationships have expanded globally, certain operational and logistical challenges as well
as changes in economic or political conditions and natural disasters, in a specific country or region, could negatively affect
our revenue, costs, expenses and financial condition or those of our channel partners and distributors.

We conduct significant sales and customer support operations and significant amounts of our research and development
activities in countries outside of the U.S. and also depend on non-U.S. operations of our contract manufacturers and our
channel partners. For fiscal 2015 we derived 46% of our revenue from sales outside of the U.S. The vast majority of our
contract manufacturing also takes place outside the U.S., primarily in southern China. The transition of even a portion of our
operations or functions to a foreign country involves a number of logistical and technical challenges, including:

» challenges in effectively managing operations in jurisdictions with lower cost structures as a result of several factors,
including time zone differences and regulatory, legal, employment, cultural and logistical issues;

» the potential negative impact on our existing employees as a result of the relocation of workforce resources;
* an inability to predict the extent of local government support;

+ the availability of qualified workers and the level of competition in offshore markets for qualified employees,
including skilled design and technical employees, as companies expand their operations offshore; and

» future political, monetary and economic conditions in any specific offshore location.

If we are unable to effectively manage our offshore operations, we may be unable to produce the expected cost savings from
any shifts of operations to offshore jurisdictions and our business and results of operations could be adversely affected.

In addition, our future operating results, including our ability to import our products from, export our products to, or sell our
products in, various countries, could be adversely affected by a variety of uncontrollable and changing factors such as political
conditions, economic conditions including trade sanctions, legal and regulatory constraints, protectionist and local security
legislation, difficulty in enforcing intellectual property rights such as against counterfeiting of our products, relationships with
employees and works councils, unfavorable tax and currency regulations, health pandemics or similar issues, natural disasters
and other matters in any of the countries or regions in which we and our contract manufacturers and business partners currently
operate or intend to operate in the future, including in the U.S. Our corporate headquarters is located in the Silicon Valley area
of California, a seismically active region, and a significant natural disaster, such as an earthquake, a hurricane or a flood, in that
area of California or elsewhere where we and/or our channel partners and distributors have business operations could cause
delays in completing sales, providing services or performing other critical functions. The various risks inherent in doing
business in the U.S. generally also exist when doing business outside of the U.S., and may be exaggerated by the difficulty of
doing business in numerous sovereign jurisdictions due to differences in culture, laws and regulations. Furthermore, our
prospective effective tax rate could be adversely affected by, among others, changes in the mix of earnings in countries with
differing statutory tax rates, changes in the valuation of our deferred tax assets and liabilities or changes in tax laws,
regulations, accounting principles, or interpretations thereof.
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Our revenues are dependent on general economic conditions and the willingness of enterprises to invest in technology.

We believe that enterprises continue to be cautious about sustained economic growth and have tried to maintain or improve
profitability through cost control and constrained spending. That may include delaying or rejecting capital projects, including
with respect to the implementation of our products and services. In addition, we believe there is a growing market trend around
Cloud consumption preferences with more customers exploring operating expense models as opposed to capital expense
models for procuring technology. We believe the market trend toward Cloud models will continue as customers seek ways of
reducing their overhead and other costs. In addition, the instability in the geopolitical environment in many parts of the world
and other disruptions may continue to put pressure on global economic unrest and on political or social conditions. All of the
foregoing may result in continued pressure on our ability to increase our revenue as well as create competitive pricing pressures
and price erosion. If these or other conditions limit our ability to grow revenue or cause our revenue to decline our operating
results may be materially and adversely affected. In addition, in the past a portion of our revenues which come from the U.S.
federal government sector were impacted because of government shutdowns. In the event of future shutdowns or uncertainties,
there can be no assurance that that portion of our revenues will not be impacted.

Our quarterly and annual revenues and operating results have historically fluctuated and the results of one period may not
provide a reliable indicator of our future performance.

Our quarterly and annual revenues and operating results have historically fluctuated and are not necessarily indicative of results
to be expected in future periods. Fluctuations in our financial results from period to period are caused by many factors,
including, but not limited to, the size and timing of individual orders; changes in foreign currency exchange rates; the mix of
products sold by us; and general economic conditions.

Also it is difficult to predict our revenue for a particular quarter, especially in light of the growing demand for IT purchases
under a usage-based operating expense model instead of a capital expense model and the increasing proportion of our revenue
coming from software and services. Both of these trends delay the timing of our revenue recognition. In addition, execution of
sales opportunities sometimes traverses from the intended fiscal quarter to the next. Moreover, our efforts to address the
challenges facing our business could increase the level of variability in our financial results because the rate at which we are
able to realize the benefits from those efforts may vary from period to period.

In addition, we experience some seasonal trends in the sale of our products that also may produce variations in quarterly results
and financial condition. Typically, our third fiscal quarter is our weakest and our fourth fiscal quarter is our strongest. Many of
the factors that create and affect seasonal trends are beyond our control.

We are dependent on our intellectual property. If we are not able to protect our proprietary rights or if those rights are
invalidated or circumvented, our business may be adversely affected.

As a leader in technology and innovation in business collaboration and communications, we generally protect our intellectual
property through patents, trademarks, trade secrets, copyrights, confidentiality and nondisclosure agreements and other
measures. There can be no assurance that patents will be issued from pending applications that we have filed or that our patents
will be sufficient to protect our key technology from misappropriation or falling into the public domain, nor can assurances be
made that any of our patents, patent applications, trademarks or our other intellectual property or proprietary rights will not be
challenged, invalidated or circumvented. For example, our business is global and the level of protection of our proprietary
technology will vary by country, particularly in countries that do not have well developed judicial systems or laws that
adequately protect intellectual property rights. Patent litigation and other challenges to our patents and other proprietary rights
are costly and unpredictable and may prevent us from marketing and selling a product in a particular geographic area. If we are
unable to protect our proprietary rights, we may be at a disadvantage to others who did not incur the substantial time and
expense we incurred to create our products.

Certain software we use is from open source code sources, which, under certain circumstances, may lead to unintended
consequences and, therefore, could materially adversely affect our business, financial condition, operating results and cash

flow.

Some of our products contain software from open source code sources. The use of such open source code may subject us to
certain conditions, including the obligation to offer our products that use open source code to third parties for no cost. We
monitor our use of such open source code to avoid subjecting our products to conditions we do not intend. However, the use of
such open source code may ultimately subject some of our products to unintended conditions, which could require us to take
remedial action that may divert resources away from our development efforts and, therefore, could materially adversely affect
our business, financial condition, operating results and cash flow.

If we fail to retain or attract key employees, our business may be harmed.

The success of our business depends on the skill, experience and dedication of our employee base. If we are unable to retain
and recruit sufficiently experienced and capable employees, especially in the key areas of product development, sales, services
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and management, our business and financial results may suffer. Experienced and capable employees in the technology industry
remain in high demand, and there is continual competition for their talents. In addition, talented employees may choose to leave
the Company because of our cost reduction initiatives. When talented employees leave, we may have difficulty replacing them
and our business may suffer. While we strive to maintain our competitiveness in the marketplace, there can be no assurance that
we will be able to successfully retain and attract the employees that we need to achieve our business objectives.

We rely on third-party contract manufacturers and component suppliers, as well as warehousing and distribution logistics
providers.

We have outsourced substantially all of our manufacturing operations to several contract manufacturers. Our contract
manufacturers produce the vast majority of products in facilities located in southern China, with other products manufactured
in facilities located in Israel, Mexico, Malaysia, Taiwan, United Kingdom, Ireland and the U.S. All manufacturing of our
products is performed in accordance with detailed specifications and product designs furnished or approved by us and is subject
to rigorous quality control standards. We periodically review our product manufacturing operations and consider changes we
believe may be necessary or appropriate. Although we closely manage the transition process when manufacturing changes are
required, we could experience disruption to our operations during any such transition. Any such disruption could negatively
affect our reputation and our results of operations. We also purchase certain hardware components and license certain software
components and resell them separately or as part of our products under the Avaya brand. In some cases, certain components are
available only from a single source or from a limited source of suppliers. Delays or shortages associated with these components
could cause significant disruption to our operations. We have also outsourced substantially all of our warehousing and
distribution logistics operations to several providers of such services on a global basis, and any delays or material changes in
such services could cause significant disruption to our operations.

If we are unable to integrate acquired businesses into ours effectively, our operating results may be adversely affected.

From time to time, we seek to expand our business through acquisitions. We may not be able to successfully integrate acquired
businesses and, where desired, their product portfolios, into ours, and therefore we may not be able to realize the intended
benefits from an acquisition. If we fail to successfully integrate acquisitions, or product portfolios, or if they fail to perform as
we anticipate, our existing businesses and our revenue and operating results could be adversely affected. If the due diligence of
the operations of acquired businesses performed by us and by third parties on our behalf is inadequate or flawed, or if we later
discover unforeseen financial or business liabilities, acquired businesses and their assets may not perform as expected.
Additionally, acquisitions could result in difficulties assimilating acquired operations and, where deemed desirable,
transitioning overlapping products to be a single product line and the diversion of capital and management's attention away
from other business issues and opportunities. We may fail to retain employees acquired through acquisitions, which may
negatively impact the integration efforts. For all the reasons set forth above, the failure to integrate acquired businesses
effectively may adversely impact Avaya's business, results of operations or financial condition.

We may be subject to litigation and infringement claims, which could cause us to incur significant expenses or prevent us
from selling our products or services.

From time to time, we receive notices and claims from third parties asserting that our proprietary or licensed products, systems
and software infringe their intellectual property rights. There can be no assurance that the number of these notices and claims
will not increase in the future or that we do not in fact infringe those intellectual property rights. Irrespective of the merits of
these claims, any resulting litigation could be costly and time consuming and could divert the attention of management and key
personnel from other business issues. The complexity of the technology involved and the uncertainty of intellectual property
litigation increase these risks. These matters may result in any number of outcomes for us, including entering into licensing
agreements, redesigning our products to avoid infringement, being enjoined from selling products that are found to infringe,
paying damages if products are found to infringe and indemnifying customers from infringement claims as part of our
contractual obligations. Royalty or license agreements may be very costly and we may be unable to obtain royalty or license
agreements on terms acceptable to us or at all. Such agreements may cause operating margins to decline. In addition, some of
our employees previously have been employed at other companies that provide similar products and services. We may be
subject to claims that these employees or we have inadvertently or otherwise used or disclosed trade secrets or other proprietary
information of their former employers. These claims and other successful claims of patent or other intellectual property
infringement against us could materially adversely affect our operating results. We have made and will likely continue to make
investments to license and/or acquire the use of third-party intellectual property rights and technology as part of our strategy to
manage this risk, but there can be no assurance that we will be successful or that any costs relating to such activity will not be
material. We may also be subject to additional notice, attribution and other compliance requirements to the extent we
incorporate open source software into our applications. In addition, third parties have claimed, and may in the future claim, that
a customer's use of our products, systems or software infringes the third party's intellectual property rights. Under certain
circumstances, we may be required to indemnify our customers for some of the costs and damages related to such an
infringement claim. Any indemnification requirement could have a material adverse effect on our business and our operating
results. See Note 19, "Commitments and Contingencies," to our audited Consolidated Financial Statements included elsewhere
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in this Annual Report on Form 10-K for a description of certain legal proceedings regarding intellectual property.

The Company could be subject to changes in its tax rates, the adoption of new U.S. or international tax legislation or
exposure to additional tax liabilities.

The Company is subject to taxes in the U.S. and numerous foreign jurisdictions where a number of the Company’s subsidiaries
are organized. Due to economic and political conditions, tax rates in various jurisdictions including the U.S. may be subject to
significant change. The Company’s future effective tax rates could be affected by changes in the mix of earnings in countries
with differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities, and changes in tax laws or their
interpretation, such as interpretations as to the legality of tax advantages granted under the European Union ("EU") state aid
rules. The Company is also subject to the examination of its tax returns and other tax matters by the Internal Revenue Service
and other tax authorities and governmental bodies. The Company regularly assesses the likelihood of an adverse outcome
resulting from these examinations to determine the adequacy of its provision for taxes. There can be no assurance as to the
outcome of these examinations. If the Company’s effective tax rates were to increase, or if the ultimate determination of the
Company’s taxes owed is for an amount in excess of amounts previously accrued, the Company’s operating results, cash flows,
and financial condition could be adversely affected.

A breach of the security of our information systems, products or services or of the information systems of our third party
providers could adversely affect our operating results.

We rely on the security of our information systems and, in certain circumstances, those of our third party providers, such as
vendors, consultants and contract manufacturers, to protect our proprietary information and information of our customers. In
addition, the growth of BYOD programs has heightened the need for enhanced security measures. Information technology
system failures, including a breach of our or our third party providers' data security, could disrupt our ability to function in the
normal course of business by potentially causing, among other things, delays in the fulfillment or cancellation of customer
orders, disruptions in the manufacture or shipment of products or, delivery of services or an unintentional disclosure of
customer, employee or our information. Additionally, despite our security procedures or those of our third party providers,
information systems and our products and services may be vulnerable to threats such as computer hacking, cyber-terrorism or
other unauthorized attempts by third parties to access, modify or delete our or our customers' proprietary information. Any such
breach could have a material adverse effect on our operating results and our reputation as a provider of mission critical business
collaboration and communications products and services and could cause irreparable damage to us or our systems regardless of
whether we or our third party providers are able to adequately recover critical systems following a systems failure.

We may be adversely affected by environmental, health and safety, laws, regulations, costs and other liabilities.

We are subject to a wide range of governmental requirements relating to safety, health and environmental protection. If we
violate or fail to comply with these requirements, we could be fined or otherwise sanctioned by regulators, lose customers and
damage our reputation, which could have an adverse effect on our business. We are subject to environmental laws governing
the cleanup of soil and groundwater contamination that may impose joint and several liability for the costs of investigating and
remediating releases of regulated materials at currently or formerly owned or operated sites and at third-party waste disposal
sites. We are also subject to various local, federal and international laws and regulations regarding the material content and
electrical design of our products that require us to be financially responsible for the collection, treatment, recycling and
disposal of those products. For example, the EU has adopted the Restriction on Hazardous Substances ("RoHS") and Waste
Electrical and Electronic Equipment ("WEEE Directive") with similar laws and regulations being enacted in other regions.
Effective in May 2014, the United States requires companies to begin publicly disclosing their use of conflict minerals that
originated in the Democratic Republic of the Congo ("DRC") or an adjoining country. Additionally, requirements such as the
EU Energy Using Product ("EuP Directive") are being imposed to address the operating characteristics of our products. Our
failure or the undetected failure of our supply chain to comply with existing or future environmental, health and safety
requirements could subject us to liabilities exceeding our reserves or adversely affect our business, results of operations or
financial condition.

In addition, a number of climate change regulations and initiatives are either in force or pending at the local, federal and
international levels. Our operations and our supply chain could face increased climate change-related regulations, modifications
to transportation to meet lower emission requirements and changes to types of materials used for products and packaging to
reduce emissions, increased utility costs to address cleaner energy technologies, increased costs related to severe weather
events, and emissions reductions associated with operations, business travel or products. These yet-to-be defined costs and
changes to operations could have a financial impact on our business.

Business collaboration products are complex, and design defects, errors, failures or "bugs'’ may be difficult to detect and
correct.

Business collaboration products are complex, integrating hardware, software and many elements of a customer's existing
network and communications infrastructure. Despite testing conducted prior to the release of products to the market and quality
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assurance programs, hardware may malfunction and software may contain "bugs" that are difficult to detect and fix. Any such
issues could interfere with the expected operation of a product, which might negatively impact customer satisfaction, reduce
sales opportunities or affect gross margins.

Depending upon the size and scope of any such issue, remediation may have a material impact on our business. Our inability to
cure an application or product defect, should one occur, could result in the failure of an application or product line, the
temporary or permanent withdrawal from an application, product or market, damage to our reputation, inventory costs, an
increase in warranty claims, lawsuits by customers or customers' or channel partners' end users, or application or product
reengineering expenses. Our insurance may not cover or may be insufficient to cover claims that are successfully asserted
against us.

Pension and postretirement healthcare and life insurance liabilities could impair our liquidity or financial condition.

We sponsor non-contributory defined benefit pension plans covering a portion of our U.S. employees and retirees, and
postretirement benefit plans for a portion of our U.S. retirees that include healthcare benefits and life insurance coverage. We
froze benefit accruals and additional participation in our plans for our U.S. management employees effective December 31,
2003. We also subsequently amended the postretirement benefit plan for U.S. management employees as follows: effective
January 1, 2013, to terminate retiree dental coverage and to cease providing medical and prescription drug coverage to a retiree,
dependent, or lawful spouse who has attained age 65; effective January 1, 2015, to reduce our maximum contribution toward
the cost of providing benefits under the plan; and effective January 1, 2016, to replace coverage through our group plan with
coverage through the private insurance marketplace. Certain of our non-U.S. operations also have various retirement benefit
programs covering substantially all of their employees. Some of these programs are considered to be defined benefit pension
plans for accounting purposes. If one or more of our U.S. pension plans were to be terminated without being fully funded on a
termination basis, the Pension Benefit Guaranty Corporation ("PBGC") could obtain a lien on our assets for the amount of our
liability, which would result in an event of default under each of our credit facilities. As a result, any such liens would have a
material adverse effect on the Company, including our liquidity and financing arrangements. The measurement of our
obligations, costs and liabilities associated with benefits pursuant to our pension and postretirement benefit plans requires that
we estimate the present value of projected future payments to all participants, including assumptions related to discount rates,
investment returns on designated plan assets, health care cost trends, and demographic experience. If future economic or
demographic trends and results are different from our assumptions, then our obligations and cash flow requirements could be
higher than we currently estimate. If our cash flows and capital resources are insufficient to meet required minimal funding of
our defined benefit plans or to fund our other pension or postretirement healthcare and life insurance obligations, or if we are
required or elect to fund any material portion of these obligations now or in the future, we could be forced to reduce or delay
investments and capital expenditures, seek additional capital, or restructure or refinance our indebtedness. In addition, if our
operating results and available cash are insufficient to meet our pension or postretirement healthcare and life insurance
obligations, we could face substantial liquidity problems and may be required to dispose of material assets or operations in
order to meet our obligations. We may not be able to consummate those dispositions or to obtain any proceeds on terms
acceptable to us or at all, and any such proceeds may not be adequate to meet any such obligations then due. The PBGC has the
authority under certain circumstances to petition a court to terminate an underfunded pension plan upon the occurrence of an
event with respect to which the PBGC determines that the possible long-term loss of the PBGC with respect to the plan may
reasonably be expected to increase unreasonably if the plan is not terminated. If our U.S. defined benefit pension plans were to
be terminated, we would incur a liability to the plans or the PBGC equal to the amount by which the liabilities of the plans,
calculated on a termination basis, exceed the assets of the plans, which amount would likely exceed the amount that we have
estimated to be the underfunded amount as of September 30, 2015.

See Note 14, "Benefit Obligations," to our audited Consolidated Financial Statements for further details on our pension and
postretirement benefit plans, including funding status.

We may incur liabilities as a result of our obligation to indemnify, and to share certain liabilities with, Lucent Technologies
Inc. ("Lucent") in connection with our spin-off from Lucent in September 2000.

Pursuant to the Contribution and Distribution Agreement between us and Lucent, a predecessor to Alcatel-Lucent, Lucent
contributed to us substantially all of the assets, liabilities and operations associated with its enterprise networking businesses
and distributed all of the outstanding shares of our common stock to its stockholders. The Contribution and Distribution
Agreement, among other things, provides that, in general, we will indemnify Lucent for all liabilities including certain pre-
distribution tax obligations of Lucent relating to our businesses and all contingent liabilities accruing pre-distribution primarily
relating to our businesses or otherwise assigned to us. In addition, the Contribution and Distribution Agreement provides that
certain contingent liabilities not directly identifiable with one of the parties accruing pre-distribution will be shared in the
proportion of 90% by Lucent and 10% by us. The Contribution and Distribution Agreement also provides that contingent
liabilities accruing pre-distribution in excess of $50 million that are primarily related to Lucent's businesses shall be borne 90%
by Lucent and 10% us and contingent liabilities accruing pre-distribution in excess of $50 million that are primarily related to
our businesses shall be borne equally by the parties. See Note 19, "Commitments and Contingencies," to our audited
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Consolidated Financial Statements for a description of certain matters involving Lucent for which we have assumed
responsibility under the Contribution and Distribution Agreement. We cannot assure you that Lucent will not submit a claim for
indemnification or cost sharing to us in connection with any future matter. In addition, our ability to assess the impact of
matters for which we may have to indemnify or share the cost with Lucent is made more difficult by the fact that we do not
control the defense of these matters.

In addition, in connection with the distribution, we and Lucent entered into a Tax Sharing Agreement that governs the parties'
respective rights, responsibilities and obligations after the distribution with respect to taxes for the periods ending on or before
the distribution. Generally, pre-distribution taxes that are clearly attributable to the business of one party will be borne solely by
that party, and other pre-distribution taxes will be shared by the parties based on a formula set forth in the Tax Sharing
Agreement. Costs borne by Avaya under the Tax Sharing Agreement could have an adverse impact on our business, results of
operations or financial condition.

We may not realize the benefits we expect from our cost-reduction initiatives.

As discussed in “Management’s Discussion & Analysis of Financial Condition and Results of Operations-Continued Focus on
Cost Structure,” we have initiated costs savings programs designed to streamline operations and we continue to evaluate
additional similar opportunities. These types of cost-reduction activities are complex. Even if we carry out these strategies in
the manner we expect, we may not be able to achieve the efficiencies or savings we anticipate, or on the timetable we
anticipate, and any expected efficiencies and benefits might be delayed or not realized, and our operations and business could
be disrupted. Our ability to realize the gross margin improvements and other efficiencies expected to result from these
initiatives is subject to many risks, including delays in the anticipated timing of activities related to these initiatives, lack of
sustainability in cost savings over time and unexpected costs associated with operating our business, our success in reinvesting
the savings arising from these initiatives, time required to complete planned actions, absence of material issues associated with
workforce reductions and avoidance of unexpected disruptions in service. A failure to implement our initiatives or realize
expected benefits could have an adverse effect on our financial condition that could be material.

There are inherent limitations on the effectiveness of our controls and related risks associated with acquisitions.

An effective internal control environment is necessary to enable us to produce reliable financial reports and is an important part
of our efforts to prevent financial fraud. However, we do not expect that our disclosure controls or our internal control over
financial reporting will prevent or detect all errors and all fraud. A control system, no matter how well-designed and operated,
is designed to reduce rather than eliminate financial statement risk. There are inherent limitations on the effectiveness of
internal controls, including collusion, management override, and failure in human judgment. A control system can provide only
reasonable, not absolute, assurance of achieving the desired control objectives and the design of a control system must reflect
the fact that resource constraints exist. Accordingly, the benefits of controls must be considered relative to their costs. The
design of any system of controls is based in part on 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. Furthermore,
projections of any evaluation of the effectiveness of controls to future periods are subject to risks. Over time, controls may
become inadequate due to changes in conditions or deterioration in the degree of compliance with policies or procedures. If our
controls become inadequate, we could fail to meet our financial reporting obligations, our reputation may be adversely affected
and our business and operating results could be harmed.

Moreover, following any acquisition, we may experience delays in implementing or be unable to implement the required
internal financial reporting controls and procedures, which could result in enforcement actions, the assessment of penalties and
civil suits, failure to meet reporting obligations and other material and adverse events that could have a negative effect on us. If
addition, if material weaknesses in our internal control are identified or we acquire companies with a material weakness, we
could be subject to regulatory scrutiny and a loss of public confidence.

Despite our level of indebtedness, we and our subsidiaries may be able to incur additional indebtedness. This could further
exacerbate the risks associated with our degree of leverage.

We and our subsidiaries may be able to incur additional indebtedness in the future. Although the credit facilities and the
indentures governing the notes contain restrictions on the incurrence of additional indebtedness, these restrictions are subject to
a number of significant qualifications and exceptions, and any indebtedness incurred in compliance with these restrictions
could be substantial. To the extent new debt is added to our and our subsidiaries' currently anticipated debt levels, the related
risks that we and our subsidiaries face could intensify.

The claims of holders of our notes to assets of any non-guarantor subsidiary are structurally subordinated to all of the
creditors of that subsidiary which may affect our ability to pay principal and interest on our notes.

We rely upon dividends and other payments from our subsidiaries to generate a significant portion of the funds necessary to
meet our obligations. Our subsidiaries are separate and distinct legal entities and, in general, our foreign subsidiaries,
unrestricted subsidiaries, non-wholly owned subsidiaries and other subsidiaries that do not borrow or guarantee our
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indebtedness under our credit facilities are not required to guarantee our notes. Accordingly, claims of holders of the notes are
structurally subordinated to the claims of creditors of these non-guarantor subsidiaries, including trade creditors. This means
that the creditors of the non-guarantor subsidiaries have priority in their claims on the assets of such subsidiaries over the
creditors of us, including the holders of the notes.

If we default on our obligations to pay our indebtedness, we may not be able to make payments on one or more series of our
notes.

Any default under the agreements governing our indebtedness, including a default under any of our credit facilities, that is not
waived by the required lenders, or a default under any of the indentures governing our notes and the remedies sought by the
holders of such indebtedness, could prevent us from paying principal, premium, if any, and interest on each series of our notes
and substantially decrease the market value of such notes. If we are unable to generate sufficient cash flow and are otherwise
unable to obtain funds necessary to meet required payments of principal, premium, if any, and interest on our indebtedness, or
if we otherwise fail to comply with the various covenants in the instruments governing our indebtedness, we could be in default
under the terms of the agreements governing such indebtedness. In the event of such default, the holders of such indebtedness
could elect to declare all the funds borrowed thereunder to be due and payable, together with accrued and unpaid interest, the
lenders under our credit facilities could elect to terminate their commitments thereunder, cease making further loans and
institute foreclosure proceedings against our assets, and we could be forced into bankruptcy or liquidation. If we breach our
covenants under any of our credit facilities and seek a waiver, we may not be able to obtain a waiver from the required lenders.
If this occurs, we would be in default under our credit facilities, the lenders could exercise their rights, as described above, and
we could be forced into bankruptcy or liquidation.

We may not be able to repurchase our notes upon a change of control.

Upon the occurrence of specific kinds of change of control events, we will be required to offer to repurchase all of our
outstanding notes at 101% of their principal amount plus accrued and unpaid interest. The source of funds for any such
purchase of the notes will be our available cash or cash generated from our operations or other sources, including borrowings,
sales of assets or sales of equity. We may not be able to repurchase the notes upon a change of control because we may not have
sufficient financial resources to purchase all of the notes that are tendered upon a change of control. Further, we may be
contractually restricted under the terms of our credit facilities from repurchasing all of the notes tendered by holders upon a
change of control. Accordingly, we may not be able to satisfy our obligations to purchase the notes unless we are able to
refinance or obtain waivers under our credit facilities. Our failure to repurchase one or more series of notes upon a change of
control would cause a default under the indenture governing such notes and a cross default under our credit facilities and the
indentures governing other series of notes. The credit facilities also provide that a change of control will be a default that
permits lenders to accelerate the maturity of borrowings and loans thereunder. Any of our future debt agreements may contain
similar provisions.

Federal and state fraudulent transfer laws may permit a court to void or limit the amount payable under our notes or the
related guarantees, and, if that occurs, a holder of our notes may receive limited or no payments on the notes and
guarantees affected.

Federal and state fraudulent transfer and conveyance statutes may apply to the issuance of our notes and the incurrence of the
related guarantees. Under federal bankruptcy law and comparable provisions of state fraudulent transfer or conveyance laws,
which may vary from state to state, the notes or guarantees could be voided as a fraudulent transfer or conveyance if (1) we or
any of the guarantors, as applicable, issued the notes or incurred the guarantees with the intent of hindering, delaying or
defrauding creditors or (2) we or any of the guarantors, as applicable, received less than reasonably equivalent value or fair
consideration in return for either issuing the notes or incurring the guarantees and, in the case of (2) only, one of the following
is also true at the time thereof:

» we or any of the guarantors, as applicable, were insolvent or rendered insolvent by reason of the issuance of the notes
or the incurrence of the guarantees;

» the issuance of the notes or the incurrence of the guarantees left us or any of the guarantors, as applicable, with an
unreasonably small amount of capital to carry on the business;

* we or any of the guarantors intended to, or believed that we or such guarantor would, incur debts beyond our or such
guarantor’s ability to pay as they mature; or

* we or any of the guarantors were a defendant in an action for money damages, or had a judgment for money damages
docketed against us or such guarantor if, in either case, after final judgment, the judgment is unsatisfied.

If a court were to find that the issuance of the notes or the incurrence of the guarantees was a fraudulent transfer or conveyance,
the court could void the payment obligations under the notes or such guarantee or limit the amount of payment or subordinate
the notes or such guarantee to presently existing and future indebtedness of ours or of the related guarantor, or require the
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holders of the notes to repay any amounts received. In the event of a finding that a fraudulent transfer or conveyance occurred,
a holder of our notes may not receive any payment on the notes. As a general matter, value is given for a transfer or an
obligation if, in exchange for the transfer or obligation, property is transferred or an antecedent debt is secured or satisfied.
Under applicable law, a court may determine that a debtor has not received value in connection with a debt offering if the
debtor uses the proceeds of that offering to make a dividend payment or otherwise retire or redeem equity securities issued by
the debtor. We cannot be certain as to the standards a court would use to determine whether or not we or the guarantors were
solvent at the relevant time or, regardless of the standard that a court uses, that the notes or the guarantees would not be voided,
limited in amount or subordinated to our or any of our guarantors’ other debt.

We are controlled by Silver Lake Partners and TPG Capital, whose interests may not be aligned with a holder of our notes.

Avaya is a wholly owned subsidiary of Avaya Holdings Corp., a Delaware corporation (“Parent”). Parent was formed by
affiliates of two private equity firms, Silver Lake Partners (“Silver Lake”) and TPG Capital (“TPG”) (collectively, the
“Sponsors”). Silver Lake and TPG, through Parent, acquired Avaya in a transaction that was completed on October 26, 2007
(the “Merger”). See discussion in Note 1, “Background and Basis of Presentation - Merger,” to our audited Consolidated
Financial Statements.

The Sponsors and their affiliated funds own a majority of the outstanding equity securities of our Parent. In addition, the
Sponsors control substantially all of the voting power of our outstanding equity securities and therefore ultimately control all of
our affairs and policies, including the election of our Board of Directors, the approval of certain actions such as amending our
charter, commencing bankruptcy proceedings and taking certain corporate actions (including, without limitation, incurring debt,
issuing stock, selling assets and engaging in mergers and acquisitions) and appointing members of our management.
Circumstances may occur in which the interests of the Sponsors could be in conflict with a holder of our notes. For example, if
we encounter financial difficulties or are unable to pay our debts as they mature, the Sponsors might pursue strategies that favor
equity investors. The Sponsors may also have an interest in pursuing acquisitions, divestitures, financings or other transactions
that, in their judgment, could enhance their equity investments, even though such transactions might involve risks to a holder of
our notes. Additionally, the Sponsors are not prohibited from making investments in any of our competitors.

The secured indebtedness under our Domestic ABL and Foreign ABL will be effectively senior to our notes to the extent of
the value of the collateral securing such facilities on a first-priority basis and the secured indebtedness under our Senior
Secured Credit Agreement will be effectively senior to our notes to the extent of the value of the real estate securing such

Jfaciliy.

Our Domestic ABL and Foreign ABL have a first priority lien in certain of our personal property and that of the subsidiary
guarantors, with certain exceptions. Our Senior Secured Credit Agreement and our notes have a second priority lien in that
property. The indentures governing the notes permit us to incur additional indebtedness secured on a first-priority basis by such
property in the future. The first priority liens in the collateral securing indebtedness under our Domestic ABL, Foreign ABL and
any such future indebtedness will be higher in priority as to such collateral than the security interests securing our notes and the
guarantees thereof. Holders of the indebtedness under our Domestic ABL, Foreign ABL and any other indebtedness secured by
higher priority liens on such collateral will be entitled to receive proceeds from the realization of value of such collateral to
repay such indebtedness in full before a holder of the notes will be entitled to any recovery from such collateral. As a result,
holders of our notes will only be entitled to receive proceeds from the realization of value of assets securing our Domestic ABL
and Foreign ABL on a higher priority basis after all indebtedness and other obligations under our Domestic ABL, Foreign ABL
and any other obligations secured by higher priority liens on such assets are repaid in full. Our notes will be effectively junior
in right of payment to indebtedness under our Domestic ABL, Foreign ABL and any other indebtedness secured by higher
priority liens on such collateral to the extent of the realizable value of such collateral.

Our Senior Secured Credit Agreement has a first priority lien in certain of our real estate and that of the subsidiary guarantors,
with certain exceptions. Our Domestic ABL and Foreign ABL have a second priority lien in that property. The indentures
governing our senior secured notes permit us to incur additional indebtedness secured on a first-priority basis by such property
in the future. Our senior secured notes and the guarantees thereof are not secured by a lien on such property. Holders of the
indebtedness under our senior credit facility and any other indebtedness secured by liens on such collateral will be entitled to
receive proceeds from the realization of value of such collateral to repay such indebtedness in full before a holder of our senior
secured notes will be entitled to any recovery from such collateral. As a result, holders of our senior secured notes will only be
entitled to receive proceeds from the realization of value of such collateral after all indebtedness and other obligations secured
by liens on such assets are repaid in full. Our senior secured notes will be effectively junior in right of payment to indebtedness
under our Senior Secured Credit Agreement and any other indebtedness secured by higher priority liens on such collateral to
the extent of the realizable value of such collateral.
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The right of holders of our 2019 senior secured notes to receive proceeds from the sale of collateral securing our 2019
senior secured notes will be pari passu with (and junior with respect to real estate collateral to) the claims of lenders and
counterparties under our Senior Secured Credit Agreement and certain future indebtedness.

The loans under our Senior Secured Credit Agreement and our 2019 senior secured notes are, and certain future indebtedness
may be, secured on a pari passu basis by the same collateral consisting of a first priority perfected lien and security interest in
substantially all of our and the guarantors’ assets (except for cash, accounts, accounts receivable, deposit accounts, securities
accounts, chattel paper, inventory and proceeds thereof, as to which the 2019 senior secured notes and the Senior Secured
Credit Agreement will be secured by a second priority lien and except for real estate, as to which the 2019 senior secured notes
will not be secured), subject to certain exceptions. As a result, holders of our 2019 senior secured notes will receive
distributions from any foreclosure proceeds of any of our and the guarantors’ assets constituting collateral (other than real
estate) for the 2019 senior secured notes on a pro rata basis with the lenders under our Senior Secured Credit Agreement and
certain future indebtedness and holders of our 2019 senior secured notes will only be entitled to receive proceeds from the
realization of value of real estate collateral after all indebtedness and other obligations secured by liens on such assets are
repaid in full.

The right of holders of our 2021 senior secured notes to receive proceeds from the sale of collateral securing our 2021
senior secured notes will be junior to the claims of lenders and counterparties under our Domestic ABL, Foreign ABL,
Senior Secured Credit Agreement, 2019 senior secured notes and certain future indebtedness.

The indebtedness under our Domestic ABL, Foreign ABL, Senior Secured Credit Agreement and our notes are, and certain
future indebtedness may be, secured on a senior priority basis by the same collateral consisting of substantially all of our and
the guarantors’ assets (except for real estate, as to which the 2019 senior secured notes are not secured), subject to certain
exceptions. As a result, holders of the indebtedness under our Domestic ABL, our Foreign ABL, our Senior Secured Credit
Agreement, our 2019 senior secured notes and any other indebtedness secured by higher priority liens on such collateral than
the lien securing the 2021 senior secured notes will be entitled to receive proceeds from the realization of value of such
collateral to repay such indebtedness in full before holders of our 2021 senior secured notes will be entitled to any recovery
from such collateral. As a result, holders of our 2021 senior secured notes will only be entitled to receive proceeds from the
realization of value of assets securing our Domestic ABL, our Foreign ABL, our Senior Secured Credit Agreement, our 2019
senior secured notes and such other indebtedness secured on a higher priority basis than the 2021 senior secured notes are
secured after all indebtedness and other obligations under our Domestic ABL, our Foreign ABL, our Senior Secured Credit
Agreement, our 2019 senior secured notes and any other obligations secured by higher priority liens on such assets than the
2021 senior secured notes, are repaid in full.

The collateral securing our notes may not be valuable enough to satisfy all the obligations secured by the collateral.

We have secured our obligations under our notes by the pledge of certain of our assets. The value of the pledged assets in the
event of liquidation will depend upon market and economic conditions, the availability of buyers and similar factors. No
independent appraisals of any of the pledged property were prepared by or on behalf of us in connection with the offering of
our notes. Accordingly, we cannot assure holders of our notes that the proceeds of any sale of the pledged assets following an
acceleration to maturity with respect to our notes would be sufficient to satisfy, or would not be substantially less than, amounts
due on our notes and the other debt secured thereby.

If the proceeds of any sale of the pledged assets were not sufficient to repay all amounts due on our notes after satisfying the
obligations to pay any creditors with prior liens, holders of our notes (to the extent such notes were not repaid from the
proceeds of the sale of the pledged assets) would have only an unsecured claim against our remaining assets. By their nature,
some or all of the pledged assets may be illiquid and may have no readily ascertainable market value. Likewise, we cannot
assure a holder of notes that the pledged assets will be saleable or, if saleable, that there will not be substantial delays in their
liquidation. To the extent that liens securing obligations under our credit facilities, pre-existing liens, liens permitted under the
indenture governing our notes and other rights, including liens on excluded assets, encumber any of the collateral securing our
notes and the guarantees, those parties have or may exercise rights and remedies with respect to the collateral (including rights
to require marshalling of assets) that could adversely affect the value of the collateral and the ability of the collateral agent, the
trustees under the indentures or the holders of our notes to realize or foreclose on the collateral.

Our 2019 senior secured notes and the related guarantees will be secured, subject to certain exceptions and to permitted liens,
by a first priority lien in the collateral that secures our Senior Secured Credit Agreement on a first-priority basis and will share
equally in right of payment to the extent of the value of such collateral securing such Senior Secured Credit Agreement on a
first-priority basis. The indenture governing our 2019 senior secured notes permit us, subject to compliance with certain
financial tests, to issue additional indebtedness secured by a lien that ranks equally with our 2019 senior secured notes. This
would reduce amounts payable to holders of our 2019 senior secured notes from the proceeds of any sale of the collateral.

Our 2021 senior secured notes and the related guarantees will be secured, subject to certain exceptions and to permitted liens,
by a second priority lien in the collateral that secures our Senior Secured Credit Agreement on a second-priority basis and will
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not share equally in right of payment to the extent value of such collateral securing such Senior Secured Credit Agreement on a
first-priority basis.

The collateral securing our notes may be diluted under certain circumstances.

The collateral that secures the notes also secures the Senior Secured Credit Agreement and obligations under our Domestic
ABL and Foreign ABL. The collateral may also secure additional indebtedness that we incur in the future, subject to restrictions
on our ability to incur debt and liens under our Domestic ABL, Foreign ABL, Senior Secured Credit Agreement, and the
indentures governing our notes. The rights of holders of our notes to the collateral would be diluted by any increase in the
indebtedness secured by this collateral or portions thereof.

The rights of holders of our notes with respect to the ABL Priority Collateral will be substantially limited by the terms of the
ABL Intercreditor Agreement.

The collateral agents for the notes, the collateral agent for the Senior Secured Credit Agreement and the collateral agent under
our Domestic ABL are party to the amended and restated intercreditor agreement, entered into on October 29, 2012, between
Citicorp USA, Inc. and Citibank, N.A., (as it may be amended, amended and restated, supplemented or modified from time to
time, the “ABL Intercreditor Agreement”). The ABL Intercreditor Agreement significantly restricts any action that may be
taken by the collateral agents for the notes with respect to the collateral over which the holders of Domestic ABL loans have a
first-priority lien (“ABL Priority Collateral”’), even during an event of default. Under the terms of the ABL Intercreditor
Agreement, at any time that obligations under our Domestic ABL are outstanding, any actions that may be taken with respect to
(or in respect of) the ABL Priority Collateral that secures obligations under our Domestic ABL on a first-priority basis,
including the ability to cause the commencement of enforcement proceedings against such ABL Priority Collateral and to
control the conduct of such proceedings, and the approval of amendments to, releases of such ABL Priority Collateral from the
lien of, and waivers of past defaults under, such documents relating to such ABL Priority Collateral, will be at the direction of
the holders of the obligations under our Domestic ABL, and the holders of the notes and the lenders under our Senior Secured
Credit Agreement, which are secured on a second-priority basis in the case of the 2019 senior secured notes and our Senior
Secured Credit Agreement and a junior-priority basis in the case of the 2021 senior secured notes, by such ABL Priority
Collateral, may be adversely affected. The ABL Priority Collateral so released will no longer secure our and the guarantors’
obligations under the notes and the related guarantees. In addition, because the holders of the indebtedness under our Domestic
ABL control the disposition of such ABL Priority Collateral, such holders could decide not to proceed against such ABL
Priority Collateral, regardless of whether there is a default under the documents governing such indebtedness or under the
indentures governing the notes. In such event, the only remedy available to holders of our notes would be to sue for payment on
those notes and the related guarantees. In addition, under the ABL Intercreditor Agreement, the collateral agents for the notes
may not assert any right of marshalling that may be available under applicable law with respect to such ABL Priority Collateral.
Without this waiver of the right of marshalling, holders of indebtedness secured by first priority liens in the ABL Priority
Collateral would likely be required to liquidate collateral on which the notes did not have a lien, if any, prior to liquidating the
collateral, thereby maximizing the proceeds of the collateral (due to the reductions in the amount of the indebtedness with a
prior claim on such collateral) that would be available to repay our obligations under the notes.

As a result of this waiver, the proceeds of sales of such ABL Priority Collateral could be applied to repay any indebtedness
secured by first priority liens in such ABL Priority Collateral before applying proceeds of other collateral securing
indebtedness, and a holder of notes may recover less than it would have if such proceeds were applied in the order most
favorable to it.

The indentures governing the notes and the ABL Intercreditor Agreement contain certain provisions benefiting holders of
indebtedness under our Domestic ABL, including provisions prohibiting the collateral agents for the notes and the collateral
agent for the Senior Secured Credit Agreement from objecting following the filing of a bankruptcy petition to a number of
important matters regarding the collateral and the financing to be provided to us. After such filing, the value of this collateral
could materially deteriorate and a holder of notes would be unable to raise an objection. In addition, the right of holders of
obligations secured by first priority liens to foreclose upon and sell such collateral upon the occurrence of an event of default
also would be subject to limitations under applicable bankruptcy laws if we or any of our subsidiaries become subject to a
bankruptcy proceeding. The ABL Intercreditor Agreement also gives the holders of first priority liens on the ABL Priority
Collateral the right to access and use the collateral that secures the notes to allow those holders to protect the ABL Priority
Collateral and to process, store and dispose of the ABL Priority Collateral.

The ABL Priority Collateral will also be subject to any and all exceptions, defects, encumbrances, liens and other imperfections
as may be accepted by the lenders under our Domestic ABL and other creditors that have the benefit of first priority liens on
such collateral from time to time, whether on or after the date the notes and related guarantees were issued. The existence of
any such exceptions, defects, encumbrances, liens and other imperfections could adversely affect the value of the collateral
securing the notes as well as the ability of the collateral agents for the notes or the collateral agent for the Senior Secured Credit
Agreement to realize or foreclose on such collateral.
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The rights of holders of our notes in the collateral securing such notes may be adversely affected by the first lien
intercreditor agreement.

The rights of the holders of our notes with respect to the collateral that secures such notes is subject to a first lien intercreditor
agreement among all holders of obligations secured by that collateral on a pari passu basis (“first lien obligations”), including
the obligations under the notes and our Senior Secured Credit Agreement. Under that intercreditor agreement, any actions that
may be taken with respect to such collateral, including the ability to cause the commencement of enforcement proceedings
against such collateral, to control such proceedings and to approve amendments to releases of such collateral from the lien of]
and waive past defaults under, such documents relating to such collateral, may be taken solely by the collateral agent for the
Senior Secured Credit Agreement until (1) our obligations under the Senior Secured Credit Agreement are discharged (which
discharge does not include certain refinancings of the senior secured credit facility) or (2) 90 days after the occurrence of an
event of default under the indentures governing the notes or any other agreement governing first lien obligations. Under the
circumstances described in clause (2) of the preceding sentence, the authorized representative of the holders of the indebtedness
that represents the largest outstanding principal amount of indebtedness secured by the collateral on a pari passu basis with the
other first lien obligations (other than the Senior Secured Credit Agreement) and that has complied with the applicable notice
provisions gains the right to take actions with respect to the collateral.

Even if the authorized representative of the notes gains the right to take actions with respect to the collateral in the
circumstances described in clause (2) above, the authorized representative must stop doing so (and those powers with respect to
the collateral would revert to the authorized representative of the lenders under the Senior Secured Credit Agreement) if such
lenders’ authorized representative has commenced and is diligently pursuing enforcement action with respect to the collateral or
the grantor of the security interest in that collateral (i.e., we or the applicable subsidiary guarantor) is then a debtor under or
with respect to (or otherwise subject to) an insolvency or liquidation proceeding.

In addition, the Senior Secured Credit Agreement and the indentures governing the notes permit us to issue additional series of
obligations that also have a pari passu lien on the same collateral with the other first lien obligations. As explained above, any
time that the collateral agent for the Senior Secured Credit Agreement does not have the right to take actions with respect to the
collateral pursuant to the first lien intercreditor agreement, that right passes to the authorized representative of the holders of
the next largest outstanding principal amount of indebtedness secured by a pari passu lien on the collateral with the other first
lien obligations. If we issue or incur additional first lien obligations in the future in a greater principal amount than the notes,
then the authorized representative for that additional indebtedness would be earlier in line to exercise rights under the first lien
intercreditor agreement than the authorized representative for the notes.

Under the first lien intercreditor agreement, the authorized representative of the holders of the notes may not object following
the filing of a bankruptcy petition to any debtor-in- possession financing or to the use of the common collateral to secure that
financing, subject to conditions and limited exceptions. After such a filing, the value of this collateral could materially
deteriorate, and holders of the notes would be unable to raise an objection.

The collateral that secures and will secure the notes and related guarantees also is and will be subject to any and all exceptions,
defects, encumbrances, liens and other imperfections as may be accepted by the authorized representative of the lenders under
our Senior Secured Credit Agreement during any period that such authorized representative controls actions with respect to the
collateral pursuant to the first lien intercreditor agreement. The existence of any such exceptions, defects, encumbrances, liens
and other imperfections could adversely affect the value of the collateral securing the notes as well as the ability of the
collateral agents for the notes to realize or foreclose on such collateral for the benefit of the holders of the notes.

The lenders under the credit facilities have the discretion to release the guarantors under the credit facilities in a variety of
circumstances, which will cause those guarantors to be released from their guarantees of the notes.

While any obligations under the credit facilities remain outstanding, any guarantee of the notes may be released without action
by, or consent of, any holder of the notes or the trustees under the indentures governing the notes, at the discretion of lenders
under the credit facilities, or if the related guarantor is no longer a guarantor of obligations under the credit facilities or any
other indebtedness. The lenders under the credit facilities have the discretion to release the guarantees under the credit facilities
in a variety of circumstances. Holders of our notes will not have a claim as creditors against any subsidiary that is no longer a
guarantor of our notes, and the indebtedness and other liabilities, including trade payables, whether secured or unsecured, of
those subsidiaries will effectively be senior to the claims of holders of our notes.

There are circumstances other than repayment or discharge of our notes under which the collateral securing such notes
and the related guarantees will be released automatically, without the consent of the holders of our notes or the consent of
the trustees.

Under various circumstances, collateral securing the notes will be released automatically, including:

» asale, transfer or other disposal of such collateral in a transaction not prohibited under the indentures governing the
notes;
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»  with respect to collateral held by a guarantor, upon the release of such guarantor from its guarantee;

»  with respect to any collateral in which the notes have a second priority lien, upon any release by the lenders under our
Domestic ABL or Foreign ABL of their first-priority security interest in such collateral; provided that, if the release
occurs in connection with a foreclosure or exercise of remedies by the collateral agent for the lenders under our
Domestic ABL and/or Foreign ABL, the lien on that collateral will be automatically released but any proceeds thereof
not used to repay the obligations under our Domestic ABL and/or Foreign ABL will be subject to liens in favor of the
collateral agents for the noteholders and our Senior Secured Credit Agreement; and

»  with respect to the collateral upon which the notes have a first priority lien, upon any release in connection with a
foreclosure or exercise of remedies with respect to that collateral directed by the authorized representative of the
lenders under our Senior Secured Credit Agreement during any period in which such authorized representative
controls actions with respect to the collateral pursuant to the first lien intercreditor agreement. Even though holders of
our notes share ratably with the lenders under our Senior Secured Credit Agreement, the authorized representative of
the lenders under our Senior Secured Credit Agreement will initially control actions with respect to the collateral,
whether the holders of our notes agree or disagree with those actions.

The imposition of certain permitted liens will cause the assets on which such liens are imposed to be excluded from the
collateral securing our notes and the related guarantees. There are also certain other categories of property that are also
excluded from the collateral securing our notes.

The indentures governing our notes permit liens in favor of third parties to secure additional debt, including purchase money
indebtedness and capitalized lease obligations, and any assets subject to such liens will be automatically excluded from the
collateral securing our notes and the related guarantees to the extent the agreements governing such indebtedness prohibit
additional liens. In addition, certain categories of assets are excluded from the collateral securing our notes and the guarantees.
Excluded assets include, but are not limited to, among other things, the assets of our non-guarantor subsidiaries, certain capital
stock and other securities of our subsidiaries and equity investees, leaseholds or other non-fee simple interests in real property,
fee simple interests in real property and the proceeds from any of the foregoing. If an event of default occurs and our notes are
accelerated, such notes and the related guarantees will rank equally with the holders of other unsubordinated and unsecured
indebtedness of the relevant entity with respect to such excluded property.

Sales of assets by us or our subsidiary guarantors could reduce the pool of assets securing the notes and the related
guarantees.

The security documents relating to our notes allow us and the guarantors to remain in possession of, retain exclusive control
over, freely operate and collect, invest and dispose of any income from, the collateral securing the notes. To the extent we sell
any assets that constitute such collateral, the proceeds from such sale will be subject to the liens securing our notes only to the
extent such proceeds would otherwise constitute “collateral” securing such notes and the guarantees under the security
documents.

The rights of holders of our notes in the collateral securing such notes may be adversely affected by the failure to perfect
security interests in collateral.

Applicable law requires that a security interest in certain tangible and intangible assets can only be properly perfected and its
priority retained through certain actions undertaken by the secured party. The liens in the collateral securing our notes may not
be perfected with respect to the claims of such notes if and to the extent that the collateral agent was not able to take the actions
necessary to perfect any of these liens on or prior to the date of the indentures governing our notes. There can be no assurance
that the lenders under the Senior Secured Credit Agreement will have taken all actions necessary to create properly perfected
security interests, which may result in the loss of the priority of the security interest in favor of holders of our notes to which
they would otherwise have been entitled. In addition, applicable law requires that certain property and rights acquired after the
grant of a general security interest, such as equipment subject to a certificate of title and certain proceeds, can only be perfected
at the time such property and rights are acquired and identified. We and the guarantors have limited obligations to perfect the
security interest of holders of our notes in specified collateral. There can be no assurance that the trustees or the collateral
agents for our notes will monitor, or that we will inform such trustees or collateral agents of, the future acquisition of property
and rights that constitute collateral, and that the necessary action will be taken to properly perfect the security interest in such
after-acquired collateral. Neither the trustees nor the collateral agents for our notes have an obligation to monitor the
acquisition of additional property or rights that constitute collateral or the perfection of any security interest. Such failure may
result in the loss of the security interest in the collateral or the priority of the security interest in favor of our notes against third
parties.

The collateral securing our notes is subject to casualty risks.

We intend to maintain insurance or otherwise insure against hazards in a manner appropriate and customary for our business.
There are, however, some losses, including losses resulting from terrorist acts that may be either uninsurable or not
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economically insurable, in whole or in part. As a result, we cannot assure holders of our notes that the insurance proceeds will
compensate us fully for our losses. If there is a total or partial loss of any of the pledged assets, we cannot assure holders of our
notes that the proceeds received by us in respect thereof will be sufficient to satisfy all the secured obligations, including our
notes and the related guarantees.

Bankruptcy laws may limit the ability of holders of our notes to realize value from the collateral securing such notes.

The right of the collateral agents to repossess and dispose of the pledged assets upon the occurrence of an event of default
under the indentures governing our notes is likely to be significantly impaired by applicable bankruptcy law if a bankruptcy
case were to be commenced by or against us before the collateral agents repossessed and disposed of the pledged assets. For
example, under Title 11 of the United States Code, pursuant to the automatic stay imposed upon the bankruptcy filing, a
secured creditor is prohibited from repossessing its security from a debtor in a bankruptcy case, or from disposing of security
repossessed from such debtor, or taking other actions to levy against a debtor, without bankruptcy court approval. Moreover,
the United States Bankruptcy Code permits the debtor to continue to retain and to use collateral even though the debtor is in
default under the applicable debt instruments, provided that the secured creditor is given “adequate protection.” The meaning of
the term “adequate protection” may vary according to circumstances (and is within the discretion of the bankruptcy court), but
it is intended in general to protect the value of the secured creditor’s interest in the collateral and may include cash payments or
the granting of additional security, if and at such times as the court in its discretion determines, for any diminution in the value
of the collateral as a result of the automatic stay of repossession or disposition or any use of the collateral by the debtor during
the pendency of the bankruptcy case. Generally, adequate protection payments, in the form of interest or otherwise, are not
required to be paid by a debtor to a secured creditor unless the bankruptcy court determines that the value of the secured
creditor’s interest in the collateral is declining during the pendency of the bankruptcy case. Due to the imposition of the
automatic stay, the lack of a precise definition of the term “adequate protection” and the broad discretionary powers of a
bankruptcy court, it is impossible to predict (1) how long payments under our notes could be delayed following commencement
of a bankruptcy case, (2) whether or when the collateral agents could repossess or dispose of the pledged assets or (3) whether
or to what extent a holder of notes would be compensated for any delay in payment or loss of value of the pledged assets
through the requirement of “adequate protection.”

In the event of a bankruptcy of the Company or any of the guarantors of our indebtedness, holders of our notes may be
deemed to have an unsecured claim to the extent that our obligations in respect of those notes exceed the fair market value
of the collateral securing those notes.

In any bankruptcy proceeding with respect to us or any of the guarantors, it is possible that the bankruptcy trustee, the debtor-
in-possession or competing creditors will assert that the fair market value of the collateral with respect to our notes on the date
of the bankruptcy filing was less than the then current principal amount of such notes. Upon a finding by the bankruptcy court
that our notes are under-collateralized, the claims in the bankruptcy proceeding with respect to such notes would be bifurcated
between a secured claim and an unsecured claim, and the unsecured claim would not be entitled to the benefits of security in
the collateral.

Other consequences of a finding of under-collateralization would be, among other things, a lack of entitlement on the part of
the holders of our notes to receive post-petition interest and a lack of entitlement on the part of the unsecured portion of our
notes to receive other “adequate protection” under federal bankruptcy laws. In addition, if any payments of post-petition
interest had been made at the time of such a finding of under-collateralization, those payments could be recharacterized by the
bankruptcy court as a reduction of the principal amount of the secured claim with respect to our notes.

Any future pledge of collateral in favor of a holder of notes might be voidable in bankruptcy.

Any future pledge of collateral in favor of our lenders or holders of our senior secured indebtedness, including pursuant to
security documents delivered after the date of the indentures governing the notes, might be voidable by the pledgor (as debtor
in possession) or by its trustee in bankruptcy if certain events or circumstances exist or occur, including, under the United
States Bankruptcy Code, if the pledgor is insolvent at the time of the pledge, the pledge permits a holder of our notes to receive
a greater recovery than if the pledge had not been given and a bankruptcy proceeding in respect of the pledgor is commenced
with 90 days following the pledge, or, in certain circumstances, a longer period.

We do not intend to offer to register the notes or to exchange the notes in a registered exchange offer.

We do not intend to register the notes under the Securities Act or to offer to exchange those notes in an exchange offer
registered under the Securities Act. We will not be subject to the reporting requirements of the Securities Exchange Act of
1934, as amended (the “Exchange Act”), with respect to those notes. As a result, holders of our notes will only be entitled to
receive certain information about us specified in the indentures governing the notes and information required by Rule 144A(d)
(4) under the Securities Act. Except as included in the reports filed with the SEC, information about our company will be
provided to holders of our notes on a confidential basis and may not be copied or reproduced, nor may it be distributed or any
of its contents disclosed, to anyone other than holders of our notes and prospective purchasers of those notes pursuant to Rule
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144A(d)(4). In addition, the indentures governing the notes will not be qualified under the Trust Indenture Act and we will not
be required to comply with any provision of the Trust Indenture Act.

A holder’s ability to transfer our notes may be limited by our decision to not list the notes on a securities exchange, and an
active trading market for such notes may not develop.

We do not intend to apply for a listing of the notes on a securities exchange or any automated dealer quotation system. We
cannot assure a holder of our notes as to the liquidity of markets that may develop for the notes, such holder’s ability to sell the
notes or the price at which such holder would be able to sell such notes. If such markets were to exist, the notes could trade at
prices that may be lower than their principal amount or purchase price depending on many factors, including prevailing interest
rates, the market for similar notes, our financial and operations performance and other factors. Historically, the market for
noninvestment grade debt has been subject to disruptions that have caused substantial volatility in the prices of securities
similar to the notes. The market, if any, for the notes may experience similar disruptions, and any such disruptions may
adversely affect the prices at which a holder of notes may sell its notes.
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Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

As of September 30, 2015, we had 178 leased facilities (which included 18 storage locations containing between 100 to 16,700
square feet) and 2 owned facilities, located in 58 countries. These included 11 primary research and development facilities
located in Canada, China, Germany, India, Ireland, Israel, Italy and the U.S. Our real property portfolio consists of aggregate
floor space of 4.1 million square feet, substantially all of which is leased. Of the 4.1 million square feet of leased space, 1.1
million square feet is related to property for which the future minimum lease payments have been accrued for in accordance
with accounting principles generally accepted in the United States of America pertaining to restructuring and exit activities.
Our lease terms range from monthly leases to 11 years. Our 2 owned faciliti