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The number of shares outstanding of the Registrant's common stock, no par value, on July 29, 2005 was 5,085,824
shares.

Edgar Filing: KEY TECHNOLOGY INC - Form 10-Q/A

2



Table of Contents

KEY TECHNOLOGY, INC. AND SUBSIDIARIES
FORM 10-Q FOR THE THREE MONTHS ENDED JUNE 30, 2005
TABLE OF CONTENTS 

EXPLANATORY NOTE 3

PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
Condensed unaudited consolidated balance sheets, June 30, 2005 and
September 30, 2004

4

Condensed unaudited consolidated statements of operations for the three
months ended June 30, 2005 and 2004

5

Condensed unaudited consolidated statements of operations for the nine
months ended June 30, 2005 and 2004

6

Condensed unaudited consolidated statements of cash flows for the nine
months ended June 30, 2005 and 2004

7

Notes to condensed unaudited consolidated financial statements 8
Item 2. Management's Discussion and Analysis of Financial Condition and Results of

Operations
15

Item 3. Quantitative and Qualitative Disclosures About Market Risk 22
Item 4. Controls and Procedures 22

PART II. OTHER INFORMATION

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 24
Item 6. Exhibits 25

SIGNATURES 26

EXHIBIT INDEX 27

2

Edgar Filing: KEY TECHNOLOGY INC - Form 10-Q/A

3



Table of Contents

Explanatory Note

We are filing this Amendment No. 1 on Form 10-Q/A to the Company’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 2005 (the “June 30 Form 10-Q”), which was originally filed with the Securities and Exchange
Commission (“the SEC”) on August 12, 2005.

We reported the decision to restate this information in a Current Report on Form 8-K which was filed with the SEC on
December 29, 2005. The decision to restate was made by the Audit Committee of the Board of Directors of the
Company on December 21, 2005 based on the recommendation of the Company’s management. Management
determined that adjustments relating to lease accounting identified by the Company’s independent registered public
accounting firm in connection with completing audit procedures for the year ended September 30, 2005 also affected
the Company’s interim financial statements and other financial information for the quarters ended March 31, 2005 and
June 30, 2005. Part I of this Form 10-Q/A contains more information about these restatements in “Note 2. Restatement
of Financial Statements” which accompanies the restated condensed unaudited consolidated financial statements in
Item 1.

We revised our disclosure controls and procedures reports contained in our June 30 Form 10-Q by removing any
qualifying language to the effectiveness of such disclosure controls and procedures and by discussing the facts and
circumstances surrounding the above-described restatements and amendments. We also disclose how such
restatements and amendments affected our CEO’s and CFO’s original conclusions regarding effectiveness of our
disclosure controls and procedures and concluded that our disclosure controls and procedures were not effective at
June 30, 2005.

Accordingly, this Form 10-Q/A includes our restated financial statements for the three-month and nine-month periods
ended June 30, 2005 with accompanying notes.

Except for the foregoing amended information in Note 2 of Notes to the restated condensed unaudited consolidated
financial statements, this Form 10-Q/A continues to describe conditions as of the date of the original filing and we
have not updated the disclosures contained herein to reflect events that occurred at a later date. Other events occurring
after the original filing or other disclosures necessary to reflect subsequent events have been addressed in reports filed
with the SEC subsequent to the date of the original filing.

This Form 10-Q/A sets forth the original filing in its entirety; however, as a result of the items noted above, this Form
10-Q/A only amends or restates the condensed unaudited consolidated financial statements and accompanying notes
of Item 1, Item 2, and Item 4 of the original filing. In each case, the amendment or restatement was made solely as a
result of the items discussed in Note 2 of Notes to the restated Condensed Unaudited Consolidated Financial
Statements, and no other information in the original filing is amended hereby. The foregoing items have not been
updated to reflect other events occurring after the original filing or to modify or update those disclosures affected by
subsequent events. In addition, pursuant to the rules of the SEC, the original filing has been amended to contain
currently dated certifications for our Chairman of the Board of Directors and our Chief Financial Officer that are
attached to this Form 10-Q/A, as Exhibits 31.1, 31.2, 32.1 and 32.2, respectively.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

KEY TECHNOLOGY, INC. AND SUBSIDIARIES
CONDENSED UNAUDITED CONSOLIDATED BALANCE SHEETS
JUNE 30, 2005 AND SEPTEMBER 30, 2004
(As restated, See Note 2)

June 30, September 30,
2005 2004

(in thousands)
Assets

Current assets:
Cash and cash equivalents $ 13,158 $ 8,817
Trade accounts receivable, net 10,720 9,336
Inventories:
Raw materials 6,574 6,460
Work-in-process and sub-assemblies 4,880 4,749
Finished goods 3,695 2,424
Total inventories 15,149 13,633
Deferred income taxes 2,217 2,119
Other current assets 1,616 1,097
Total current assets 42,860 35,002
Property, plant and equipment, net 4,387 5,046
Deferred income taxes 10 6
Investment in joint venture 1,420 1,914
Goodwill, net 2,524 2,524
Intangibles and other assets, net 7,080 8,022
Total $ 58,281 $ 52,514

Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable $ 2,621 $ 1,599
Accrued payroll liabilities and commissions 3,860 3,781
Accrued customer support and warranty costs 1,388 1,283
Other accrued liabilities 3,099 2,007
Customers' deposits 3,784 2,536
Current portion of long-term debt and capital lease
obligations 1,148 1,210
Current portion of mandatorily redeemable preferred
stock 1,124 1,279
Current portion of warrants 255 316
Total current liabilities 17,279 14,011
Long-term debt and capital lease obligations 1,439 2,323
Deferred income taxes 746 136
Total shareholders' equity 38,817 36,044
Total $ 58,281 $ 52,514
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KEY TECHNOLOGY, INC. AND SUBSIDIARIES
CONDENSED UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE THREE MONTHS ENDED JUNE 30, 2005 AND 2004
(As restated, See Note 2)

2005 2004
(in

thousands,
except
per
share
data)

Net sales $ 25,917 $ 22,170
Cost of sales 14,830 11,954
Gross profit 11,087 10,216
Operating expenses:
Sales and marketing 3,395 3,458
Research and development 1,186 1,545
5

Edgar Filing: KEY TECHNOLOGY INC - Form 10-Q/A

7



Table of Contents

Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record and received a printed copy of the proxy materials by mail, you may vote in person at the Annual Meeting or by one of the following
methods:

�
By Mail.  Complete, sign and date the enclosed proxy card and return it promptly in the envelope provided.

�
By Internet.  Go to www.voteproxy.com to complete an electronic proxy card by following the instructions on the website. You will be asked to provide
the eleven-digit number beneath the account number on the proxy card.

�
By Telephone.  Call the toll-free telephone number noted on your proxy card. Telephone voting is available 24 hours a day. Easy-to-follow voice
prompts allow you to vote your shares and confirm that your instructions have been properly recorded.

Please note that the Internet and telephone voting facilities for stockholders of record is available 24 hours a day and will close at 11:59 p.m., Eastern Time on May 27,
2014. The individuals named as proxies on the proxy card will vote your shares in accordance with your instructions.

We provide Internet proxy voting to allow you to vote your shares on-line, with procedures designed to ensure the authenticity and correctness of your proxy vote.
However, please be aware that you must bear any costs associated with your Internet access, such as usage charges from Internet access providers and telephone
companies.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If you are a beneficial owner of shares registered in the name of your broker, bank, or other agent, you should have received instructions for granting proxies with these
proxy materials from that organization rather than from the Company. A number of brokers and banks participate in a program provided through Broadridge Financial
Services which enables beneficial holders to grant proxies to vote shares via telephone or the Internet. If your shares are held by a broker or bank that participates in the
Broadridge program, you may grant a proxy to vote those shares telephonically by calling the telephone number on the instructions received from your broker or bank, or via
the Internet at Broadridge's website at www.proxyvote.com. To vote in person at the Annual Meeting, you must obtain a valid proxy from your broker, bank, or other agent.
Follow the instructions from your broker, bank or other agent included with these proxy materials, or contact your broker, bank or other agent to request a proxy form.

Q.
How many votes do I have?

A.
On each matter to be voted upon, you have one vote for each share of Common Stock you own as of April 11, 2014.

Q.
What if I return a proxy card but do not make specific voting selections?

A.
If you return a signed and dated proxy card without marking any voting selections, your shares will be voted "For" the election of Thomas J. Hopkins as a
member of the Company's Board of Directors, "For" the ratification of Ernst & Young LLP as the Company's independent registered public accounting firm for
its fiscal year ending December 31, 2014 and "For" the approval of the compensation of the Company's named executive officers. If any other matter is properly
presented at the Annual Meeting, your proxy (one of the individuals named on your proxy card) will vote your shares using his best judgment.

Q.
Can I change my vote after submitting my proxy?

A.
Yes. You can revoke your proxy at any time before the final vote at the Annual Meeting. If
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you are the record holder of your shares, you may revoke your proxy in any one of three ways:

�
You may submit another properly completed timely proxy card with a later date.

�
You may send a written notice that you are revoking your proxy to the Company's Secretary at 200 Crossing Boulevard, Bridgewater, New Jersey 08807.

�
You may attend the Annual Meeting and vote in person. Simply attending the meeting will not, by itself, revoke your proxy.

If you are a beneficial owner of your shares, you must contact the broker, bank or other agent holding your shares and follow their instructions for changing your vote.

Q.
Who is paying for this proxy solicitation?

A.
The Company will pay for the entire cost of soliciting proxies. In addition to these mailed proxy materials, our directors and employees may also solicit proxies in
person, by telephone, or by other means of communication. Directors and employees will not be paid any additional compensation for soliciting proxies. The
Company may reimburse brokerage firms, banks and other agents for the cost of forwarding proxy materials to beneficial owners.

Q.
What if I share an address with another stockholder?

A.
A number of brokers with account holders who are Synchronoss stockholders will be "householding" our proxy materials. A single proxy statement will be
delivered to multiple stockholders sharing an address unless contrary instructions have been received from the affected stockholders. Once you have received
notice from your broker that they will be "householding" communications to your address, "householding" will continue until you are notified otherwise or until
you revoke your consent. If, at any time you no longer wish to participate in "householding" and would prefer to receive a separate proxy statement and annual
report, please notify your broker and direct your written request to Synchronoss Technologies, Inc., 200 Crossing Boulevard, Bridgewater, NJ 08807 Attn:
Secretary or contact Ronald J. Prague, Secretary at (866) 620-3940. Stockholders who currently receive multiple copies of the proxy statement at their address and
would like to request "householding" of their communications should contact their broker.

Q.
What does it mean if I receive more than one proxy card?

A.
If you receive more than one proxy card, your shares are registered in more than one name or are registered in different accounts. Please complete, sign and return
each proxy card to ensure that all of your shares are voted.

Q.
How are votes counted?

A.
Each share of Common Stock is entitled to one vote. Votes will be counted by the inspector of election appointed for the Annual Meeting. Prior to the Annual
Meeting, the inspector will sign an oath to perform his or her duties in an impartial manner and according to the best of his ability. The inspector will determine the
number of shares of Common Stock represented at the Annual Meeting and the validity of proxies and ballots, count all votes and ballots, and perform certain
other duties. The determination of the inspector as to the validity of proxies will be final and binding.

Q.
What vote is required to approve each proposal?

�
The director is elected by a plurality of the votes cast at the Annual Meeting, meaning the nominee receiving the most "For" votes (among votes properly
cast in person or by proxy) will be elected. An instruction to "Withhold" authority to vote for the nominee will result in the nominee receiving fewer
votes, but will not count as
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a vote against the nominee. If you do not instruct your broker how to vote with respect to this item, your broker may not vote with respect to this
proposal. Abstentions and "broker non-votes" (i.e., shares held by a broker or nominee that are represented at the Annual Meeting, but with respect to
which such broker or nominee is not instructed to vote on a particular proposal and does not have discretionary voting power) will have no effect on the
election of the nominee. Because this proposal is a non-routine matter, broker non-votes are expected to exist in connection with this proposal.

�
Ratification of the appointment by the Board of Directors of Ernst & Young LLP as the Company's independent registered public accounting firm for its
fiscal year ending December 31, 2014, requires a "For" vote from the majority of all of the outstanding shares that are present in person or represented by
proxy and cast affirmatively or negatively at the Annual Meeting. Abstentions and broker non-votes will not be counted "For" or "Against" this proposal
and will have no effect on this proposal. Because this proposal is a routine matter, broker non-votes are not expected to exist in connection with this
proposal.

�
Advisory approval of the compensation of the Company's named executive officers as described in the Proxy Statement requires a "For" vote from the
majority of all of the outstanding shares that are present in person or represented by proxy and cast affirmatively or negatively at the Annual Meeting.
Abstentions and broker non-votes will not be counted "For" or "Against" this proposal and will have no effect on this proposal. Even though your vote is
advisory and therefore will not be binding on the Company, our Compensation Committee will review the voting results and take them into
consideration when making future executive compensation decisions. Because this proposal is a non-routine matter, broker non-votes are expected to
exist in connection with this proposal.

If there are insufficient votes to approve any of the matters, your proxy may be voted by the persons named in the proxy to adjourn the Annual Meeting in order to solicit
additional proxies in favor of the approval of such proposal(s). If the Annual Meeting is adjourned for any reason, at any subsequent reconvening of the meeting, your proxy
will be voted in the same manner as it would have been voted at the original Annual Meeting unless you revoke or withdraw your proxy. Your proxy may be voted in this
manner even though it may have been voted on the same or any other matter at a previous session of the Annual Meeting.

Q.
Is my vote confidential?

A.
Proxies, ballots and voting tabulations are handled on a confidential basis to protect your voting privacy. This information will not be disclosed, except as required
by law.

Q.
What is the quorum requirement?

A.
A quorum of stockholders is necessary to hold a valid meeting. A quorum will be present if a majority of the voting power of all outstanding shares is represented
by stockholders present at the Annual Meeting or by proxy. On the record date, there were 41,176,551 shares of Common Stock outstanding and entitled to vote.
Thus, 20,588,276 shares must be represented by stockholders present at the Annual Meeting or by proxy to have a quorum. Your shares will be counted towards
the quorum only if you submit a valid proxy vote (or one is submitted on your behalf by your broker, bank or other agent) or vote at the Annual Meeting.
Abstentions and broker non-votes will be counted towards the quorum requirement.

Q.
How can I find out the results of the voting at the Annual Meeting?

A.
Preliminary voting results will be announced at the Annual Meeting. Final voting results will be set forth in a Current Report on Form 8-K to be filed by the
Company with the SEC no later than four (4) business days after the Annual Meeting.
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Corporate Governance at Synchronoss
CORPORATE GOVERNANCE GUIDELINES

Synchronoss is committed to excellent corporate governance which we believe helps us to sustain our success and build long-term value for our stockholders. Our Board of
Directors has adopted Corporate Governance Guidelines which set forth the framework within which our Board can effectively function and govern our affairs. The
Guidelines address, among other things, the composition and responsibilities of our Board, director independence, management succession and review, target ownership by
and remuneration of our directors, Board committees, and selection of new directors. We have also adopted a Code of Business Conduct that applies to all of our employees,
officers (including our principal executive officer, principal financial officer, principal accounting officer, or those serving similar functions) and directors. The Guidelines
and Code of Business Conduct are available on the Investor Relations section of our website at www.synchronoss.com.

Our Board regularly reviews legal and regulatory requirements, evolving best practices, and other developments and may modify, waive, suspend or repeal the Corporate
Governance Guidelines or Code of Business Conduct from time to time as it deems necessary or appropriate in the exercise of our Board's judgment or in the best interests
of our stockholders. If we make any substantive amendments to the Guidelines or the Code of Business Conduct, we will promptly disclose the nature of the amendment or
waiver on our website to the extent required by applicable law or regulations.

BOARD LEADERSHIP STRUCTURE
Our Board believes it is important to retain its flexibility to allocate the responsibilities of the Chief Executive Officer ("CEO") and Chairman of the Board in any way that is
in the best interests of our Company based on the circumstances existing at a particular point in time. Our Board believes that it should periodically assess who should serve
these roles, and whether the offices should be served independently or jointly, and that our Board should not be restricted by any strict policy directive when making these
decisions. Currently, our Board has determined that the Company and its stockholders are best served by having Mr. Waldis, one of our founders, serve as both Chairman of
the Board and CEO. Mr. Waldis' combined role as Chairman of the Board and CEO promotes unified leadership and direction for our Board and executive management and
allows for a single, clear focus for the chain of command to execute our strategic initiatives and business plans. As the individual with primary responsibility for managing
our day-to-day operations and with in-depth knowledge and understanding of our Company, Mr. Waldis is best positioned to chair regular Board meetings as we discuss key
business and strategic issues.

INDEPENDENCE OF OUR BOARD OF DIRECTORS
Each year, our Nominating/Corporate Governance Committee and our full Board conducts a review of the financial and other relationships between each director, or any of
their immediate family members, and our Company, our senior management, companies with whom we have business dealings with, and our independent registered public
accounting firm as part of its assessment of director independence. Our Board also consults with our legal counsel to ensure that its determinations are consistent with all
relevant laws and regulations regarding the definition of independent, including
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those set forth in pertinent listing standards of the Nasdaq Global Market ("Nasdaq"), in effect from time to time. Consistent with those considerations, after review of all
relevant transactions or relationships, our Board has affirmatively determined that all of our directors are independent directors within the meaning of the applicable Nasdaq
listing standards except for Stephen G. Waldis, as our CEO, and James M. McCormick, as a 10% stockholder. Our independent directors meet in regularly scheduled
executive sessions where only independent directors are present. Mr. Cadogan presides over those sessions.

BOARD OVERSIGHT OF RISK MANAGEMENT
Assessing and managing risk is the responsibility of our management. Our Board oversees management in the execution of its responsibilities and for assessing our approach
to risk management. An overall review and assessment of risk is inherent in our Board's consideration of our business plans, strategies, and other significant developments.
Additionally, our Board regularly reviews various risks arising out of transactions and other matters that are presented to our Board and when making decisions impacting
us. At least annually, our Board also reviews and analyzes the strategic and operational risks and opportunities that face our Company as a whole, as well as those related to
specific areas of our business.

Our Board delegates the oversight of certain categories of risk affecting our Company to designated Board committees, who report their findings to our full Board. Our
Audit Committee is responsible for overseeing our Board's execution of its risk management oversight responsibility, including discussing guidelines and policies governing
the process by which our management and other persons responsible for risk management assess and manage our exposure to major financial risk exposures and the steps
management has taken to monitor and control such exposures, based on consultation with our management and independent auditors. Our Audit Committee also annually
reviews the audit plan of management, our information technology risks and mitigation strategies, the tax function and treasury operations and conformity with ethics and
compliance standards. In addition, our Board has delegated to other Committees the oversight of risks within their areas of responsibility and expertise. For example, our
Compensation Committee oversees the risks associated with our compensation practices, including an annual review of our risks assessment of our compensation policies
and practices for our employees. Our Board also believes its oversight of risk is enhanced by the current leadership structure discussed above because our CEO, who is
ultimately responsible for our management of risk, also chairs regular Board meetings, and with his in-depth knowledge and understanding of our Company, is best able to
bring key business issues and risks to our Board's attention.

BOARD SELF-EVALUATION
Our Nominating/Corporate Governance Committee oversees a bi-annual self-evaluation process to analyze and review our Board's performance. The Committee then
reviews these results and discusses them with the full Board with the intention of utilizing them to enhance our Board's effectiveness and, if necessary, develop action plans.
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STOCKHOLDER COMMUNICATIONS WITH OUR BOARD OF DIRECTORS
Stockholders may communicate with our management and independent Board of Directors by sending a letter to Synchronoss Technologies, Inc., 200 Crossing Boulevard,
Bridgewater, New Jersey 08807, Attention: Secretary. Each such communication should set forth (i) the name and address of such stockholder as they appear on our books
and, if the shares of our Common Stock are held by a broker, bank or other agent, the name and address of the beneficial owner of such shares and (ii) the number of shares
of our Common Stock that are owned of record by such record holder and beneficially by such beneficial owner. The Secretary will review all communications from
stockholders and has the authority to disregard any inappropriate communications or take other appropriate actions with respect to any inappropriate communications. If
deemed an appropriate communication, the Secretary will forward it, depending on the subject matter, to the chairperson of a Committee of our Board or a particular
director, as appropriate.

BOARD OF DIRECTORS AND COMMITTEE DUTIES
Our Board oversees, counsels and directs management in the long-term interests of our Company and our stockholders. Our Board, individually and through its Committees,
is responsible for:

�
overseeing the conduct, assessment and other operational risks to evaluate whether our business is being properly managed;

�
reviewing and approving our strategic, financial and operating plans and other significant actions;

�
selecting, evaluating the performance of, and determining the compensation of our CEO and other executive officers;

�
planning for succession for our CEO and monitoring management's succession planning for other executive officers; and

�
overseeing the processes for maintaining our integrity with regard to our financial statements and other public disclosures, and compliance with law and ethics.

BOARD STRUCTURE AND COMMITTEES
During 2013, our Board of Directors held ten meetings. Each director attended at least 75% of the meetings of our Board and of each Committee of which he served as a
member during the period in which he served in 2013. Each director attended our 2013 Annual Meeting of Stockholders. Our Board of Directors has established an Audit
Committee, a Compensation Committee, a Business Development Committee and a Nominating/Corporate Governance Committee. Our Board has delegated various
responsibilities and authority to its Committees as generally described below. Our Board has determined that each member of our Audit, Compensation, Business
Development and Nominating/Corporate Governance Committees is free of any relationship that would interfere with his individual exercise of independent judgment with
regard to us. The following table provides membership and meeting information for each of our Board committees during 2013:
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Name Audit Compensation
Business

Development
Nominating/Corporate

Governance &zwsp;
&zwsp;

Stephen G. Waldis � &zwsp;
William J. Cadogan � �1 � �

&zwsp;
Charles E. Hoffman � �1 &zwsp;
Thomas J. Hopkins � � �1

&zwsp;
James M. McCormick &zwsp;
Donnie M. Moore �1 �

&zwsp; Total meetings in year
2013 9 10 3 2 &zwsp;

1

Committee Chairperson

AUDIT COMMITTEE

Our Audit Committee of our Board oversees the integrity of our financial statements, compliance with applicable legal and regulatory requirements, effectiveness of our
internal controls and audit function currently in place, and the qualifications, independence, and performance of our independent registered public accounting firm. During
2013, senior members of our financial and legal management participated in each of our Audit Committee's meetings. Our Audit Committee also discussed with our
independent registered public accounting firm the overall scope and plans for their audit and met with them on a regular basis without members of management. Our Audit
Committee consults with our management and our independent registered public accounting firm prior to the presentation of financial statements to stockholders and, as
appropriate, initiates inquiries into aspects of our financial affairs. In addition, our Audit Committee:

�
reviews our annual audited and quarterly financial statements and reporting;

�
reviews and monitors our external audits, including, among other things, our internal controls and audit functions, the results and scope of the annual
audit and other services provided by our independent registered public accounting firm and our compliance with legal matters that have a significant
impact on our financial statements;

�
establishes procedures for the receipt, retention and treatment of complaints regarding internal accounting controls or auditing matters, and for the
confidential, anonymous submission by our employees of concerns regarding questionable accounting or auditing matters;

�
appoints, retains, compensates, reviews procedures to ensure the independence of, and oversees the work of, our independent registered public
accounting firm, including approving services and fee arrangements;

�
reviews with senior members of our management our policies and practices regarding risk assessment and risk management;

�
reviews management's implementation and maintenance of effective internal and disclosure controls, including our policies regarding compliance with
legal, regulatory, ethical and internal auditing standards;
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�
approves all related party transactions;

�
reviews earnings press releases prior to issuance; and

�
reviews findings and recommendations of our independent registered public accounting firm and management's response to their recommendations.

Three directors comprise our Audit Committee: Thomas J. Hopkins, William J. Cadogan and Donnie M. Moore. Our Audit Committee met nine times during 2013. Our
Board annually reviews the Nasdaq listing standards definition of independence for Audit Committee members and has determined that all members of our Audit Committee
are independent (as independence is currently defined in Rule 5605(a)(2) and 5605(c)(2) of the Nasdaq listing standards). In addition to qualifying as independent under the
Nasdaq rules, each member of our Audit Committee can read and has a working understanding and comprehension of fundamental financial statements. Our Board has
determined that Donnie M. Moore, Chairman of the Audit Committee, is an audit committee financial expert as defined by Item 407(d) of Regulation S-K of the Securities
Exchange Act. Our Board has made a qualitative assessment of Mr. Moore's level of knowledge and experience based on a number of factors, including his respective
formal education and experience. The designation does not impose on Mr. Moore any duties, obligations or liability that are greater than are generally imposed on him as a
member of our Audit Committee and our Board, and his designation as an Audit Committee financial expert pursuant to this SEC requirement does not affect the duties,
obligations or liability of any other member of our Audit Committee or Board. Our Audit Committee charter can be found on the Investor Relations section of our website at
www.synchronoss.com.

COMPENSATION COMMITTEE
Our Compensation Committee of our Board is comprised of three directors: William J. Cadogan, Charles E. Hoffman and Thomas J. Hopkins, each of whom is independent,
as currently defined in Rule 5605(a)(2) and 5605(d)(2) of the Nasdaq listing standards. Our Compensation Committee met nine times and acted once by written consent
during 2013. Our Compensation Committee is charged by our Board to:

�
review and approve our compensation policies and all forms of compensation and other benefits to be provided to our employees (including our NEOs
and directors), including among other things annual salaries, bonus, stock options, restricted stock grants and other incentive compensation
arrangements;

�
establish our overall compensation objectives and structure relating to executive officers and directors;

�
make recommendations from time to time to our Board regarding executive compensation matters;

�
administer our stock purchase plan and stock option plans, including reviewing and granting stock options and restricted stock awards with respect to our
directors and employees; and

�
review and approve other aspects of our compensation policies and matters as they arise from time to time.
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In accordance with Nasdaq listing standards, our Board has amended and restated our Compensation Committee's charter to grant our Compensation Committee the
authority and responsibility to retain or obtain the advice of compensation consultants, legal counsel and other compensation advisers, the authority to fund such advisers,
and the responsibility to consider the independence factors specified under applicable law and any additional factors the compensation committee deems relevant. A more
detailed description of our Compensation Committee's functions can be found in our Compensation Committee charter which can be found on the Investor Relations section
of our website at www.synchronoss.com. Our Compensation Committee has also established a Key Employee Equity Awards Committee, a subcommittee whose purpose is
to approve stock option and restricted stock grants to our newly hired and current employees, subject to guidelines previously approved by our Compensation Committee.
Our Compensation Committee has appointed Mr. Waldis, our CEO, as the sole member of this Committee. Our Key Employee Equity Committee acted fourteen times in
2013.

Our Compensation Committee may select and retain, and is directly responsible for the appointment, compensation and oversight of, compensation consultants or any other
third party to assist in the evaluation of director and officer compensation as well as any other compensation matters. Our Compensation Committee considers these analyses
as a factor in making decisions with respect to compensation matters along with information it receives from management and its own judgment and experience. Its
compensation consultant generally attends regular Compensation Committee meetings and meets with our Compensation Committee without management present. Between
2009 and 2013, our Compensation Committee retained Radford, a division of AON Hewitt ("Radford"), as its independent compensation consultant. In July 2013, our
Compensation Committee decided to replace Radford with Deloitte Consulting LLP ("Deloitte") as its compensation consultant as part of its decision to perform a "clean
slate" review of our compensation practices and policies. The compensation consultants serve at the discretion of our Compensation Committee and the compensation
consultants' fees are approved by our Compensation Committee. In 2013, neither Deloitte nor Radford performed any services for us other than their services to our
Compensation Committee and received no compensation from our Company other than their fees in connection with their retention as our Compensation Committee's
compensation consultant. Our Compensation Committee assessed the independence of each of Deloitte and Radford pursuant to applicable SEC rules and Nasdaq listing
standards and concluded that the work of each of Deloitte and Radford has not raised any conflict of interest.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION
None of the members of our Compensation Committee was at any time during 2013 an officer or employee of our Company. No executive officer serves as a member of the
board of directors or compensation committee of any other entity that has one or more executive officers serving as a member of our Board or Compensation Committee. In
2013, we did not make any loans to directors or executive officers relating to purchases of our Common Stock or for any other purpose.

NOMINATING/CORPORATE GOVERNANCE COMMITTEE
The members of our Nominating/Corporate Governance Committee are: William J. Cadogan, Charles E. Hoffman and Donnie M. Moore. Our Nominating/Corporate
Governance Committee met twice in 2013. All members of our Nominating/Corporate Governance Committee are independent (as
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independence is currently defined in Rule 5605(a)(2) of the Nasdaq listing standards). In addition our Nominating/ Corporate Governance Committee:

�
reviews and reports to our Board on a periodic basis with regard to matters of corporate governance;

�
recommends qualified candidates to our Board for election as our directors, including the directors our Board proposes for election by the stockholders at
the Annual Meeting and directors nominated by our stockholders;

�
reviews, assesses and makes recommendations on the effectiveness of our corporate governance policies and on matters relating to the practices of
directors, and the functions and duties of the various Board committees;

�
develops and implements our Board's bi-annual self-assessment process and works with our Board to implement improvements in their effectiveness;

�
reviews succession plans periodically with our CEO relating to positions held by elected corporate officers; and

�
establishes and periodically reviews stock ownership guidelines for our executive officers and directors.

Our Nominating/Corporate Governance Committee charter can be found on the Investor Relations section of our website at www.synchronoss.com. Our
Nominating/Corporate Governance Committee also reviews and makes recommendations to our Board regarding the size and composition of our Board and the appropriate
qualities and skills required of our directors in the context of the then current make-up of our Board and our business. Our Nominating/Corporate Governance Committee
has established procedures for the nomination process and leads the search for, selects and recommends candidates for election to our Board. Consideration of new director
candidates typically involves a series of committee discussions, the review of information concerning candidates and interviews with selected candidates. Candidates for
nomination to our Board typically have been suggested by other members of our Board or by our executive officers. From time to time, our Nominating/Corporate
Governance Committee may engage the services of a third-party search firm to identify director candidates. Our Nominating/Corporate Governance Committee also
considers candidates proposed in writing by stockholders, provided such proposal meets the eligibility requirements for submitting stockholder proposals under our amended
and restated bylaws and is accompanied by certain required information about the candidate. Candidates proposed by stockholders will be evaluated by our
Nominating/Corporate Governance Committee using the same criteria as for all other candidates. In considering nominees for our Board, our Nominating/Corporate
Governance Committee considers each candidate's independence, personal and professional integrity, financial literacy or other professional or business experience relevant
to an understanding of our business, ability to think and act independently and with sound judgment and ability to serve our stockholders' long-term interests. These factors,
along with others considered useful by our Nominating/Corporate Governance Committee, are reviewed in the context of an assessment of the perceived needs of our Board
at a particular point in time. As a result, the priorities and emphasis of our Nominating/Corporate Governance Committee and of our Board may change from time to time to
take into account changes in our business and other trends, and the portfolio of skills and experience
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of current and prospective directors. Our Nominating/Corporate Governance Committee has not adopted a formal policy regarding the consideration of diversity in
identifying director nominees or in searching for new directors, it does, however, have several initiatives in an attempt to attract diverse candidates.

BUSINESS DEVELOPMENT COMMITTEE
Our Business Development Committee reviews certain strategic business development and growth opportunities and recommends those that it determines are in line with
our short-term and long-term strategic goals. Effective January 1, 2014, our Board of Directors voted to establish the Business Development Committee as a standing
committee. Our Business Development Committee charter can be found on the Investor Relations section of our website at www.synchronoss.com. The members of our
Business Development Committee are: William J. Cadogan, Thomas J. Hopkins and Stephen G. Waldis. All members of our Business Development Committee other than
Mr. Waldis are independent (as independence is currently defined in Rule 5605(a)(2) of the Nasdaq listing standards). Our Business Development Committee met three
times during 2013.

DIRECTOR COMPENSATION
This section provides information regarding the compensation policies for our non-employee directors and cash amounts paid and equity awarded to these directors in 2013.
Any director who is an employee of our Company does not receive any additional compensation for their service as a director. For 2013, our non-employee director
compensation program consisted of:

Compensable Position / Event Compensation &zwsp;
&zwsp; Initial Equity Grant 30,000 non-qualified stock options(1)

&zwsp;
Annual Cash Retainer $50,000

&zwsp; Annual Equity Grant 7,500 non-qualified stock options(1)

3,335 restricted shares(1) &zwsp;
Committee Chairperson Retainer $20,000 (Audit)

$15,000 (Compensation)
$10,000 (Nominating/Corporate Governance)

&zwsp;
Committee Member Retainer $10,000 (Audit)

$7,500 (Compensation)
$5,000 (Nominating/Corporate Governance) &zwsp;

Business Development Committee $1,000 per in person meeting/$750 per telephonic meeting

(1)
Options and restricted shares vest one-third each year over three years.

The annual retainer fees are paid to our directors quarterly in advance and the meeting fees for our Business Development Committee are paid at the end of each quarter.
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Effective January 1, 2014, our Compensation Committee recommended, and our Board approved, a change with respect to the compensation of members of our Business
Development Committee to provide each non-employee member of our Business Development Committee an annual retainer of $5,000, with the chairperson receiving
$10,000. All of the annual equity grants to non-employee directors under our director compensation program are automatically granted on the first Tuesday of every year,
and the options have an exercise price equal to the closing price reported on Nasdaq of our Common Stock on the grant date. In addition, we currently have a policy of
reimbursing directors for travel, lodging and other reasonable expenses incurred in connection with their attendance at our Board and Committee meetings. The following
table sets forth all of the compensation awarded to, earned by, or paid to each person who served as a non-employee director during 2013.

Name

Fees Earned or
Paid in Cash

($)

Restricted
Stock Awards

($)(1)

Option
Awards
($)(2)

Total
($)

&zwsp;

&zwsp;
William J. Cadogan 80,000 72,136 85,702 237,838

&zwsp;

Charles E. Hoffman 67,500 72,136 85,702 225,338
&zwsp;

Thomas J. Hopkins 67,500 72,136 85,702 225,338
&zwsp;

James M. McCormick 50,000 72,136 85,702 207,838
&zwsp;

Donnie M. Moore 75,000 72,136 85,702 232,838
&zwsp;

(1)
The amounts in this column reflect the aggregate grant date fair value of the stock awards computed in accordance with FASB ASC Topic No. 718. See Footnote 2
to the financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2013 for a discussion of our assumptions in estimating
the fair value of our stock awards. As of December 31, 2013, each of Messrs. Cadogan, Hoffman, Hopkins, McCormick and Moore held 6,670 restricted shares of
our Common Stock.

(2)
The amounts in this column reflect the aggregate grant date fair value of the stock options computed in accordance with FASB ASC Topic No. 718. See Footnote
2 to the financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2013 for a discussion of our assumptions in estimating
the fair value of our stock option awards. As of December 31, 2013, each of Messrs. Cadogan, Hoffman, Hopkins and McCormick held options to purchase 95,000
shares of our Common Stock having a weighted average exercise price of $16.76 per share, of which 80,000 shares were vested, and Mr. Moore held options to
purchase 85,000 shares of our Common Stock, having a weighted average exercise price of $22.07 per share, of which 70,000 shares were vested.

DIRECTOR STOCK OWNERSHIP GUIDELINES

We have established stock ownership guidelines for our directors to retain an equity stake in the Company to more closely align their interests with those of our
stockholders. In 2013, our Board, in consultation with Deloitte, our compensation consultant engaged in July 2013, reviewed the share ownership guidelines for directors at
our industry peers as well as certain other publicly available market data, and determined that the then current guideline of one times the annual cash retainer was below
competitive levels. In considering this information, our Board agreed to increase the ownership guidelines for directors to a value equal to three times the annual cash
retainer for our directors. Ownership is calculated annually based on the closing sales price of our Common Stock on Nasdaq for the last trading day in the prior year. Each
of the directors has three years from the date the stock
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ownership guidelines were revised or, for future directors, three years from his election to our Board, to achieve the targeted equity ownership level. In 2013, each of our
directors met these revised guidelines.

LIMITATION OF LIABILITY AND INDEMNIFICATION

As permitted by Section 145 of the Delaware General Corporation Law, our amended and restated bylaws provide that we are authorized to (i) enter into indemnification
agreements with our directors and officers and (ii) purchase directors' and officers' liability insurance, which we currently maintain to cover our directors and executive
officers. The form of indemnification agreement with our directors provides that we will indemnify each of our directors against any and all expenses incurred by that
director because of his status as one of our directors, to the fullest extent permitted by Delaware law, our restated certificate of incorporation and amended and restated
bylaws. In addition, the form agreement provides that, to the fullest extent permitted by Delaware law, but subject to various exceptions, we will advance all expenses
incurred by our directors in connection with a legal proceeding. Our restated certificate of incorporation and bylaws contain provisions relating to the limitation of liability
and indemnification of directors. The restated certificate of incorporation provides that our directors will not be personally liable to us or our stockholders for monetary
damages for any breach of fiduciary duty as a director, except for liability:

�

for any breach of a director's duty in respect of unlawful (i) payments of dividends or (ii) stock repurchases or redemptions as provided in
Section 174 of the Delaware General Corporation Law and the breach of a director's duty of loyalty to us or our stockholders;

�

for acts or omissions not in good faith or that involve intentional misconduct or a knowing violation of law;

�

for acts or omissions not in good faith or that involve intentional misconduct or a knowing violation of law; and

�

for any transaction from which the director derives any improper personal benefit.
Our restated certificate of incorporation also provides that if Delaware law is amended, after the approval by our stockholders of our restated certificate of incorporation, to
authorize corporate action further eliminating or limiting the personal liability of directors, then the liability of our directors will be eliminated or limited to the fullest extent
permitted by Delaware law. The foregoing provisions of the restated certificate of incorporation are not intended to limit the liability of directors or officers for any violation
of applicable federal securities laws. As permitted by Section 145 of the Delaware General Corporation Law, our restated certificate of incorporation provides that we may
indemnify our directors to the fullest extent permitted by Delaware law and the restated certificate of incorporation provisions relating to indemnity may not be retroactively
repealed or modified so as to adversely affect the protection of our directors.

18

Edgar Filing: KEY TECHNOLOGY INC - Form 10-Q/A

21



Table of Contents

RISK MANAGEMENT CONSIDERATIONS

Each year, our Compensation Committee reviews our compensation practices and policies for all employees, including our named executive officers ("NEOs"), and assesses
whether they have the potential to incentivize employees to take risks that are not reasonably likely to have a material adverse effect on our Company. Since our annual
performance-based bonus and equity programs are designed to align our employees' compensation with our long-term business objectives and performance, and therefore
enhance stockholder value, our Compensation Committee believes that our compensation practices and policies discourage behavior that leads to excessive risk. Therefore,
our Compensation Committee does not believe these practices and policies will have a material adverse effect on our Company. Set forth below are the key risk-balancing
elements of our compensation practices and policies:

Financial
Performance
Measures

The ranges set for financial performance measures are designed to reward success without encouraging excessive
risk taking.

&zwsp; Equity Vesting
Periods

&zwsp; Time-based and performance-based restricted shares typically vest over three years, while stock options typically
vest over four years. The vesting of the equity awards are designed to reward tenure with us.

&zwsp;

Equity Retention
Guidelines

Named executive officers are required to acquire within five years of becoming an executive officer, and hold
while they are officers, shares (vested and unvested) having a value of at least three times their base salary, or
five times in the case of our CEO.

&zwsp; No Hedging &zwsp; NEOs are not permitted to enter into any transaction designed to hedge, or having the effect of hedging, the
economic risk of owning our securities.

&zwsp;

Financial
Restatement and
Related Policies

As part of our Ethics and Business Conduct Policy, we will investigate all reported instances of questionable or
unethical behavior of a director, NEO or other employee and, where improper behavior is found to have
occurred, will take appropriate action up to and including termination. If an investigation uncovers that such
individual commits fraud or other improper act which causes our financials to be restated or otherwise affected,
we would take immediate and appropriate disciplinary action with respect to such individual up to and including
termination, We would also take whatever legal remedies are available to prosecute such individual to the fullest
extent of the law and seek to recover any amounts he or she inappropriately received as a result of such actions,
including but not limited to any annual or long term incentives that he or she received to the extent the individual
would not have received such amount had such act not be taken.
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Compensation of Executive Officers

Compensation Discussion and Analysis

This section discusses our compensation philosophy, summarizes our compensation programs and reviews compensation decisions for the following named executive
officers (NEOs):

Named Executive Officer Title &zwsp;
&zwsp; Stephen G. Waldis Chairman of the Board of Directors and Chief Executive Officer &zwsp;

Lawrence R. Irving Former EVP, Chief Financial Officer and Treasurer(1)

&zwsp; Robert E. Garcia President and Chief Operating Officer &zwsp;

Nicholas Lazzaro EVP and President of Emerging Markets(2)

&zwsp; Mark Mendes EVP and President of North America &zwsp;

(1) Mr. Irving resigned as our Chief Financial Officer and Treasurer, effective April 1, 2014. See "Recent Developments" below for additional information.
(2) Mr. Lazzaro was hired as our EVP and President of North America in May 2013 and has since been appointed EVP and President of Emerging Markets.

Executive Summary

Our executive compensation philosophy and programs are designed to attract, retain and motivate high-quality executives who possess diverse skills and talents required to
help us achieve our short and long-term financial and strategic goals. We believe that the programs foster a performance-oriented culture that aligns our executives' interests
with those of our stockholders over the long term. We believe that the compensation of our NEOs is both appropriate for and responsive to the goal of improving stockholder
value. Specifically, in 2013, we tied a significant portion of executive compensation to stockholder return in the form of at-risk or variable realizable compensation. As a
result, even though our non-GAAP revenue was 28% higher than in 2012 and our non-GAAP operating income margin was at 23%*, we failed to meet certain targeted
financial objectives set by our Board. As a result, our NEOs received only 25% of their annual target incentive bonus compensation for 2013 and received 55,173 less shares
than the target performance shares that they were eligible to receive under the 2013 performance-based restricted stock awards. When our Board established our 2013
internal annual operating plan, it placed expectations on our management greater than what was expected to be shared in our public guidance. Our Compensation Committee
had similar expectations when it established the 2013 corporate component that the objectives would be targets that pushed management and our Company to a higher
threshold than market expectations.

* These financial measures are non-GAAP measures and should not be reviewed in isolation or as substitutes for our financial results as reported in accordance with GAAP.
Please see Appendix A for an explanation of and reconciliation of these non-GAAP financial measures to the applicable GAAP financial measures.
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The following provides an overview of the key financial and strategic highlights for the year.

2013 Business Highlights

Key Financial Metric Fiscal 2013 Achievements &zwsp;
&zwsp; Non-GAAP Revenue* $352.5 million, compared to $275.2 million in 2012, an increase of 28%

&zwsp;
Non-GAAP Gross Profit* $212.0 million, representing a non-GAAP gross margin of 60%

&zwsp; Non-GAAP Operating Income* $81.5 million, representing a non-GAAP operating margin of 23%
&zwsp;

Diluted Non-GAAP EPS* $1.33, compared to $1.10 in 2012, an increase of 21%
&zwsp; Business Milestones � Executed three-year renewal agreement with AT&T and five year agreement with Verizon Wireless

&zwsp;

� Launched the Personal Cloud Solution deepening our solution to support connected consumer devices &zwsp;

� Reached 10 million Personal Cloud Subscribers worldwide through the Personal Cloud Platform &zwsp;

� Acquired Strumsoft, strengthening our front-end user experience application development for our
cloud-based platforms &zwsp;

� Strengthened our management team by hiring Nicholas Lazzaro, former SVP, Product Development and IT
at Vonage Systems, Inc. &zwsp;

� Enhanced our financial flexibility by entering into a $100 million credit agreement &zwsp;
* These financial measures are non-GAAP measures and should not be reviewed in isolation or as substitutes for our financial results as reported in accordance with GAAP.
Please see Appendix A for an explanation of and reconciliation of these non-GAAP financial measures to the applicable GAAP financial measures.
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2013 Compensation Program Highlights

We design our executive compensation program to attract, retain and motivate high-quality executives and drive the creation of long-term stockholder value by providing a
significant portion of compensation through programs tied to performance goals. We have adopted the following approach to achieve these objectives:

Pay for Provide a strong relationship of pay for performance through:
Performance � Performance-based cash bonus tied to achievement of objective corporate financial and business goals and to

individual performance
� Equity awards that deliver value based on our stock performance and, in the case of performance-based stock

awards, the actual number of shares granted depends on meeting performance targets.
&zwsp; Emphasis on

Variable
&zwsp; � Total compensation is heavily weighted toward variable compensation (i.e., annual bonus and long-term

incentives).
&zwsp;

&zwsp; Compensation &zwsp; � We use the annual performance-based cash bonuses to focus our named executive officers ("NEOs") on key
short-term financial goals.

&zwsp;

&zwsp; &zwsp; � We use stock options, time-based and performance-based restricted shares to incentivize our NEOs to focus on
sustainable, long-term stockholder value creation. The value realized by our NEOs depends substantially on
our long term performance, achievement of our long-term goals and the value of our Common Stock, which
we believe aligns our NEOs' interests with the long-term interests of our stockholders.

&zwsp;

Fixed
Compensation
Component

Provide base salary based on our Compensation Committee's general understanding of current competitive
compensation practices, corporate achievement, the NEO's role and responsibilities, length of tenure, internal pay
equity and individual performance.

The following highlights some of the key components of our pay for performance policies and practices:

At-Risk Compensation &zwsp; Tie a significant portion of executive compensation to stockholder return in the form of at-risk
compensation

&zwsp;

Incentive Award Metrics Approve objective incentive award metrics tied to key company performance metrics
&zwsp; Total Shareholder Return &zwsp; Use the Company's stock performance compared to its peer group as one of the metrics for the NEO's

long term incentive plan
&zwsp;

Equity Vesting Vest equity awards over three or four years to promote retention
&zwsp; Stock Ownership Guidelines &zwsp; Stock ownership guidelines based on compensation and role within our Company &zwsp;

No Hedging Prohibition of hedging exposure of, or interest in, our stock
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Our Compensation Committee oversees our compensation program covering all our employees, with an enhanced focus on the compensation of our NEOs. It also oversees
the administration of our cash and equity-based incentive plans. Mr. Waldis, in his role as CEO, assesses the performance of our NEOs (other than himself), consults with
other members of management and makes recommendations to our Compensation Committee regarding the amount and the form of the compensation of the NEOs and other
key employees, including the performance goals, weighting of goals, and equity compensation awards of NEOs. Mr. Waldis is not present during discussions regarding his
compensation.

Revisions for 2014 Executive Compensation Program
At our 2013 Annual Meeting, although 77% of the shares voted were in favor of the advisory vote on executive compensation, it was not as high as we would have preferred.
As a result, our Compensation Committee performed a "clean slate" review of our executive compensation practices and policies. In addition, we instituted a stockholder
outreach program, meeting with a number of our largest stockholders, to ensure that our Board and Compensation Committee considered stockholder feedback in
establishing our executive compensation programs. During these meetings, our management was able to gain insight and perspective on our executive compensation
programs and policies, including CEO compensation, compensation disclosures, equity awards and other non-compensation corporate governance issues. In response, our
Compensation Committee made certain changes to our executive compensation program. However, since 2013 executive compensation decisions were made prior to our
2013 Annual Meeting, most of the following changes will first impact our 2014 executive compensation:

&zwsp; New Compensation
Consultant

&zwsp; Retained Deloitte as our new compensation consultant &zwsp;

Stockholder Outreach Designed a formal stockholder outreach program to solicit feedback on our executive pay programs from
major stockholders

&zwsp; Compensation Philosophy &zwsp; Designed and approved a new, updated compensation philosophy for all our employees &zwsp;

Higher Stock Ownership
Guidelines

Enhanced stock ownership guidelines for NEOs and directors to increase the required ownership level

&zwsp; Fixed Weighting of
Performance-based
Components

&zwsp; Effective for 2014, the weighting of each component of the cash bonus and long-term incentives will be
fixed regardless of our non-GAAP revenue or operating income

&zwsp;

Strategic Performance Metric Added Cloud Revenue as an additional performance measure to the 2014 performance-based long-term
incentive plan
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Our Compensation Committee believes these changes are responsive to feedback from investors and enhance the alignment of our NEOs' interests with those of our
stockholders. We continuously strive to improve the level of stockholder support for our executive compensation program and plan to continue and expand our stockholder
outreach program in future years. Our Compensation Committee is regularly updated on our meetings with stockholders and several members may attend these meetings in
the future to ensure that they understand the alignment of pay and performance as well as the actual compensation paid to our NEOs, especially our CEO. Each year our
Compensation Committee will consider the discussions held with stockholders and the outcome of the stockholder advisory vote on executive compensation as it makes
future compensation decisions. We encourage stockholders to take into account these significant changes to our executive compensation program over the past year in
considering the advisory vote presented below.

Compensation Consultant
Our Compensation Committee's compensation consultant generally attends regular Compensation Committee meetings and meets with our Compensation Committee
without management present. Our Compensation Committee considers various analyses prepared by its compensation consultant when making decisions with respect to
compensation matters, along with information it receives from management and its own judgment and experience in an effort to gain a better understanding of the
competitive landscape. From 2009 to June 2013, our Compensation Committee had retained Radford as its compensation consultant. In July 2013, our Compensation
Committee retained Deloitte Consulting LLP to replace Radford as its compensation consultant as part of its decision to conduct a "clean slate" review of our compensation
practices and policies.

Peer Group
Our Compensation Committee generally reviews executive compensation survey and proxy data from technology companies that have similar software/services business
models or operate in the mobile networking space, are of similar financial size and with whom we compete for our executive talent. Our Compensation Committee identified
the following companies that fit some or all of these criteria as our peer group for purposes of 2013 executive compensation decisions:

Aruba Networks, Inc. Digital River, Inc. OPNET Technologies, Inc. &zwsp;
Brightpoint, Inc. Informatica Corporation Smith Micro Software, Inc.

&zwsp; CommVault Systems, Inc. MicroStrategy Incorporated Verifone Systems, Inc. &zwsp;

Concur Technologies, Inc. NeuStar, Inc. VeriSign,Inc.
&zwsp; Comverse Technologies, Inc. Nuance Communications, Inc. &zwsp;

Our peer group was updated in 2013 to reflect that RightNow Technologies, Inc., SuccessFactors, Inc. and Taleo Corporation were acquired in 2012. VeriSign, Inc. was
added to offset the removal of these three companies. We believe the peer group utilized for purposes of 2013 compensation decisions was representative of companies that
we compete with for talent. When making compensation decisions for our NEOs, our Compensation Committee reviews publicly available survey and peer group
compensation data for other software/services companies as part of its decision-making process. As we continue to grow as a company, competitive market practices become
an increasingly important factor in our Compensation Committee's decision-making process, although its decisions are not primarily based upon these factors and it does not
target specific compensation levels as derived from peer group data. Rather, our Compensation Committee reviews and considers the peer group and
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other survey data to obtain a general understanding of current competitive compensation practices. Competitive market influences tend to be relatively more important in
compensation decisions for newly-hired executive officers than for tenured officers, for whom length of tenure, corporate achievement, internal pay equity and individual
performance are more important. Utilization of the peer group and survey data to gain a general understanding of competitive pay practices allows us to accomplish our
Compensation Committee's goal of paying our NEOs what is appropriate to achieve our corporate goals while conserving cash and equity.

Our peer group is also utilized in connection with the determination of the actual number of shares issued with respect to our performance-based restricted shares, as
discussed below. Following the determination of the number of shares to be awarded based on the achievement of the applicable corporate goals, we issue up to 20% more
shares or 10% less shares based on our total stockholder return ("TSR") relative to our peer group for the three-year period ending at the end of the applicable fiscal year.

Elements of Compensation

Our executive compensation program has the following principal elements: base salary, annual cash incentive bonus, equity awards and severance and change in control
protection. The following table sets forth these elements and the objectives of each element:

&zwsp; Base Salary
&zwsp;

Objective:
&zwsp;

&zwsp;

&zwsp;

Our Compensation Committee sets base salaries with the intent to attract and retain
executives, reward satisfactory performance and provide a minimum, fixed level of
cash compensation to compensate him or her for their day-to-day responsibilities. &zwsp;

&zwsp; Key Features: &zwsp;
&zwsp;

&zwsp;

� Minimum, fixed level of cash compensation. Base salaries are initially
determined as a result of negotiation between the executive and our
management in consultation with and subject to the approval of our
Compensation Committee. &zwsp;

&zwsp;

&zwsp;

� Our Compensation Committee reviews base salaries annually and has
discretion to provide increases based on our Compensation Committee's
general understanding of current competitive pay practices, promotions, our
CEO's recommendation (except his own salary), changes in responsibilities
and performance, annual budget for increases, our overall financial and
operational results, the general economy, length of tenure and internal pay
equity and other factors our Compensation Committee deems appropriate. &zwsp;

&zwsp; Process: &zwsp;
&zwsp;

&zwsp;
� At the end of each calendar year, the CEO recommends salaries for executives

other than himself for the following calendar year. &zwsp;
&zwsp;

&zwsp;
� Our Compensation Committee reviews proposed salary changes with input

from its compensation consultant. &zwsp;
&zwsp;

&zwsp;
� Our Compensation Committee determines annual salaries for NEOs.

&zwsp;
&zwsp;

&zwsp;
� Our Compensation Committee reports determinations to the full Board.

&zwsp;
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Annual Cash Objective:
Incentive Bonus The annual cash incentive bonus is a performance-based compensation program

designed to align the interests of our NEOs and stockholders by providing
compensation based on the achievement of pre-determined corporate and/or business
goals and individual performance.

Key Features:
� The target bonus for each NEO is set by our Compensation Committee early

in the year based on employment agreement provisions, our Compensation
Committee's general understanding of current competitive pay practices, our
CEO's recommendation (except his own), internal pay equity and other factors
our Compensation Committee deems appropriate.

� At least 90% of the target incentive is determined by performance against
certain financial objectives established at the start of the year.

� If we achieve results that are below certain threshold levels, our NEOs receive
no cash incentive bonus, while results that are above certain threshold levels
result in larger cash incentive bonuses.

Process:
� Our Compensation Committee participates in our Board of Director's review

of our annual operating plan at the beginning of the year.
� Our CEO recommends bonus targets as a percentage of base salary for each

executive other than himself.
� Our management recommends financial and other performance measures,

weightings and ranges.
� Our Compensation Committee reviews proposed bonus targets, performance

measures and ranges with input from its compensation consultant and
determines bonus targets, performance measures and ranges that it believes
establish appropriate stretch goals.

� After the end of the fiscal year, our management presents financial results to
our Compensation Committee.

� Our CEO recommends the individual component award for our NEOs other
than himself.

� Our Compensation Committee reviews the results and determines whether to
make any adjustments, and determines other performance factor multipliers
and establishes the bonus award.

� Our Compensation Committee reports determinations to the full Board.
&zwsp; Equity Awards

&zwsp;
Objectives:

&zwsp;
&zwsp; Generally

&zwsp;

Our Compensation Committee structures equity awards to retain NEOs, motivate
them to achieve our financial, strategic and operational goals, and align their
interests with those of our stockholders. Equity awards include stock options,
time-based and performance-based restricted shares. &zwsp;

&zwsp; Key Features: &zwsp;
&zwsp;

&zwsp;

� Our Compensation Committee grants stock options, time-based and
performance-based restricted shares to NEOs with the grant date value based
on our Compensation Committee's general understanding of current
competitive pay practices, our CEO's recommendation (except his own),
internal pay equity, evaluation of the executive's performance, and other
factors our Compensation Committee deems appropriate. &zwsp;
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&zwsp;  
&zwsp;

� Long-term incentive awards are allocated as follows, based on grant date
award value (with vesting terms that generally extend up to four years): &zwsp;

&zwsp;  &zwsp; o   One-third stock options &zwsp;
&zwsp;

&zwsp;
o   One-third time-based restricted shares

&zwsp;
&zwsp;

&zwsp;
o   One-third performance-based restricted shares

&zwsp;
&zwsp;

&zwsp;

Our Compensation Committee believes this mix provides NEOs with a
balance retention and performance opportunity, and serves to closely align
their long-term objectives with those of our stockholders. &zwsp;

&zwsp;  

&zwsp;

� Each performance-based restricted share award has a target number of shares
to be issued following completion of a fiscal year based on the achievement of
certain Company performance criteria. &zwsp;

&zwsp;  

&zwsp;

� Performance-based restricted shares are issued following the completion of
our fiscal year and can be up to 20% more or 10% less than target depending
on our TSR relative to our peer group over a trailing three-year period. &zwsp;

&zwsp; Process: &zwsp;
&zwsp;  

&zwsp;
� In the first fiscal quarter, our CEO recommends grant date fair value of awards

for executives other than himself. &zwsp;
&zwsp;  

&zwsp;
� Our Compensation Committee reviews proposed award with input from its

compensation consultant. &zwsp;
&zwsp;  

&zwsp;
� Our Compensation Committee determines the number of stock options and

restricted shares based on the price of our Common Stock. &zwsp;
&zwsp;  &zwsp; � Our Compensation Committee reports determinations to the full Board. &zwsp;

Severance and Objectives:
Change in
Control
Benefits

Severance and change in control benefits are included in each NEO's employment
agreement in order to promote stability and continuity of our senior management
team in the event of a potential change in control and/or any involuntary termination.
Our Compensation Committee believes these provisions help to appropriately align
the NEO's interests with those of our stockholders in such scenarios.

Key Features:
� Events triggering payment require a termination of the NEO's employment by

us "without cause" or by the executive for "good reason". Executives are
entitled to enhanced benefits if the foregoing occurs following a change in
control

� Our Compensation Committee has determined it appropriate to have these
termination-related benefits in place to preserve morale and productivity and
encourage retention in the face of potentially disruptive circumstances that
might cause an executive to be concerned that his employment is in jeopardy
or that might involve an actual or rumored change in control of our Company.

� Each NEO will only be eligible to receive severance payments if he signs a
general release of claims following an eligible termination.

� Each NEO's outstanding options and restricted shares will vest and become
exercisable in full if his employment is involuntarily terminated within twelve
(12) months following a change in control.
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Chief Executive Officer Compensation

As our Chairman and CEO, Mr. Waldis' responsibilities are much greater than those of the other NEOs, as he is informed and involved, in a detailed manner with each
department's progress toward our shared Company goals. As such, his total base salary and his total compensation opportunity are greater than our other NEOs. In addition,
his equity holding requirements under our Executive Stock Ownership Guidelines are five times his base salary as opposed to three times for the other NEOs. In our
industry, the CEO must be deeply aware of a company's strengths and obstacles, and have sharp strategic vision for our future while maintaining our ability to adapt to
changing circumstances and prospects quickly and thoughtfully. The successful progress of our research and development programs and success of our customer
engagements brings value to our financial performance and our stockholders, and we believe Mr. Waldis' direction in the decisions and actions that drive this progress and
merit the compensation that he receives.

Pay Mix

In keeping with our results-driven culture, our Compensation Committee expects our NEOs to deliver superior performance in a sustained fashion and believes that a
substantial portion of their overall compensation should be at-risk and tied to our short-term and long-term performance. As shown below, 87% of our CEO's compensation
and 78% of the average compensation of our other NEOs varies with our Company's short-term or long-term performance.*

* We have excluded from the above information the one-time special grant of restricted stock that our Compensation Committee granted to our CEO and each of our NEO's
in early 2013. See "Special 2013 Equity Awards".
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Target and Realized Pay

As discussed above, our Compensation Committee believes that a program weighted towards variable, performance-based compensation ensures that our NEOs' interests are
aligned with those of our stockholders. Furthermore, because the equity awards are also subject to time-based vesting, the compensation an NEO realizes in connection with
equity awards is spread over a number of years, which our Compensation Committee believes assists in motivating him to drive business growth over the long term. While
the amounts shown in the Summary Compensation Table reflect the grant-date value of equity awards received by a NEO (in accordance with FASB ASC Topic No. 718),
they do not reflect the impact of stock price performance on compensation actually realized by our NEOs. The compensation actually realized by the NEO varies based on
actual performance.

The chart below shows the difference between aggregate Target Annual Compensation and Realized Annual Compensation for our CEO for 2011, 2012 and 2013. As
illustrated, actual realized pay for each year is below the grant date value of compensation disclosed in the Summary Compensation table in accordance with FASB ASC
Topic No. 718.

"Target Compensation" represents the sum of base salary, target annual cash bonus, the grant-date value of stock options, time-vested restricted shares, and the target
number of performance shares as disclosed in the Summary Compensation Table, using the stock price on the date of grant.

"Realized Compensation" represents the sum of base salary, actual annual cash bonus paid, the intrinsic value of stock option grants as of December 31, 2013, value of
time-vested restricted shares as of December 31, 2013 and actual number of performance shares issued, valued as of December 31, 2013.

29

Edgar Filing: KEY TECHNOLOGY INC - Form 10-Q/A

32



Table of Contents

2013 Compensation Decisions

Base Salary

Base salaries for our named executive officers ("NEOs") are reviewed and adjusted annually. Base salary may also be adjusted during the year upon promotion or based on
internal equity or external market conditions. Our Compensation Committee makes these decisions after reviewing the recommendation of our CEO (except as it concerns
his own salary) and our Executive Vice President of Human Resources, and consultation with our compensation consultant when needed. Based on this review, in
February 2013, our Compensation Committee provided cost of living salary increases of approximately 3% (representing the expected median base salary increase) to each
of our NEOs employed by us as of such date.

In May 2013, Mr. Lazzaro entered into an employment agreement to serve as our President of North America pursuant to which we agreed to pay Mr. Lazzaro a base salary
of $412,000 annually, subject to adjustment pursuant to our compensation policies in effect from time to time. Mr. Lazzaro's compensation was negotiated by our
management in consultation with our compensation consultant and subject to the approval of our Compensation Committee. Our Compensation Committee determined that
this was an acceptable base salary for Mr. Lazzaro based, among other things, on the advice of our compensation consultant, the base salary of our other executive officers,
his expected senior role with us and its general understanding of competitive pay practices.

The table below sets forth our NEOs' 2013 base salary compared to their respective 2012 base salary:

Name
2012

Base Salary
2013

Base Salary
Stephen G. Waldis $541,000 $557,230
Lawrence R. Irving $375,000 $386,250
Robert E. Garcia $400,000 $412,000
Nicholas Lazzaro N/A $412,000
Mark Mendes $336,000 $350,000
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2013 Annual Cash Incentive Bonus Compensation

Our Annual Cash Incentive Bonus Compensation Program promotes our pay-for-performance philosophy by providing all executives and other management-level corporate
employees with direct financial incentives in the form of annual cash awards for achieving Company, business and individual performance goals.

Target Percentage.

Our Compensation Committee sets each NEO's individual target cash incentive percentage based on its general understanding of competitive pay practices, our CEO's
recommendation (except his own) and other factors it deems appropriate. Based on its review of these factors, in 2013 our Compensation Committee increased each of
Mr. Waldis', Mr. Irving's and Mr. Garcia's target cash percentage to 110%, 70% and 80%, respectively,. Mr. Lazzaro's target bonus was set at 80% of his base salary. Our
Compensation Committee determined that this was an appropriate target bonus for Mr. Lazzaro based, among other things, on advice from its compensation consultant, the
target bonus incentive percentage of our other executive officers, his expected senior role at our Company and its general understanding of competitive pay practices. As
such, our NEO's 2013 target incentive bonus percentages were as follows:

Name
Target Incentive
Bonus Percentage

Stephen G. Waldis 110% of base salary
Lawrence R. Irving 70% of base salary
Robert Garcia 80% of base salary
Nicholas Lazzaro 80% of base salary
Mark Mendes 60% of base salary
Each of Messrs. Waldis, Irving, Garcia and Mendes may earn in excess of his annual target bonus in the event that corporate and individual objectives set by our
Compensation Committee are exceeded. Under our 2013 incentive compensation plan, the maximum amount each of Messrs. Waldis, Irving, Garcia, Lazzaro and Mendes
could have received was 175% of the product of their respective base salary and his target incentive bonus percentage if both their corporate and business, as applicable,
goals are met and exceeded and, if applicable, their individual performance met or exceeded expectations. Mr. Mendes could also have received up to an additional $100,000
if certain financial measures of our broadband business were met. Mr. Lazzaro's maximum was lower due because he was not employed by us for the full year.
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Weighting of Components

Each of our NEOs has both (i) a corporate component and (ii) either (a) a discretionary individual performance component or (b) an objective business component in
determining his annual cash incentive bonus compensation as follows:

Name

Corporate
Component
Target Rate

Individual
Component
Target Rate

Business Component
Target Rate

Stephen G. Waldis 100% 10% �
Lawrence R. Irving 60% 10% �
Robert E. Garcia 70% 10% �
Nicholas Lazzaro 32% � 48%
Mark Mendes 20% � 40%
2013 Corporate Component

Our Compensation Committee established targeted (i) non-GAAP revenue and (ii) non-GAAP operating income as a percentage of non-GAAP revenue under our 2013
internal annual operating plan as the corporate component of our NEO's 2013 annual cash incentive bonus compensation. We utilize these non-GAAP financial measures
internally in analyzing its financial results and in evaluating our ongoing operational performance because they exclude certain non-cash adjustments required under GAAP.

Our 2013 internal annual operating plan was developed by management and presented by Mr. Waldis, as Chairman and CEO, and Mr. Irving, as CFO, to our Board for its
review and approval. The target performance levels under the annual cash incentive our NEOs are expected to achieve are aligned with our annual internal operating plan to
motivate performance goals in a manner that we believe will increase our stockholder value. Our 2013 internal annual operating plan when it was set placed expectations
greater than what was expected to be shared in our public guidance, and our Compensation Committee had similar expectations when it established the 2013 corporate
component that the objectives would be targets that pushed management and our Company to a higher threshold than market expectations. In calculating non-GAAP revenue
and non-GAAP operating income as a percentage of non-GAAP revenue we add back the fair value stock-based compensation expense, deferred revenue, acquisition-related
costs, restructuring charges, changes in the contingent consideration obligation, deferred compensation expense related to earn-outs and amortization of intangibles
associated with acquisitions.

The corporate component of the 2013 cash incentive compensation plan is set forth below:

Threshold Target Maximum &zwsp;
Corporate Component (weighting) (weighting) (weighting) &zwsp;

25% payout 100% payout 175% payout &zwsp;
Non-GAAP Revenue $345,000,000 (30%) $360,000,000 (50%) $375,000,000 (70%)

Non-GAAP Operating Income
(as percentage of non-GAAP Revenue)

23.5% (70%) 23.5% (50%) 22.0% (30%)
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Each of the components was separately weighted at the "threshold," "target" and "maximum" levels. At the "threshold" level, our Compensation Committee believed that the
focus should be on maximizing operating income if our non-GAAP revenues were low and therefore weighted 70% of the annual cash incentive bonus on the non-GAAP
operating income as a percentage of non-GAAP revenue component and 30% on the non-GAAP revenue component. Conversely, at the "maximum" level, if our non-GAAP
revenues were high we believe our stockholders would benefit, and therefore weighted 70% of the annual cash incentive bonus for our executives on the non-GAAP revenue
component and 30% on the non-GAAP operating income as a percentage of non-GAAP revenue component. As discussed above, beginning in 2014, as part of the changes
to our executive compensation program we are implementing as a result of stockholder feedback, the weighting of the components will be fixed each year regardless of the
non-GAAP revenue or operating income achieved.

In 2013, our non-GAAP revenue was $352,507,000. Our non-GAAP operating income as a percentage of non-GAAP revenue was 23.1%, which was below our minimum
threshold at this level of revenue, and therefore our NEOs received no credit for this component. Based on our non-GAAP revenue being above the "threshold" but below the
"target", this represented 62.5% of target (halfway between 25% threshold and 100% target) and as a result, the revenue component had a weighting of 40% based on linear
interpolation (halfway between 30% and 50%). Thus, each NEO received 25% (i.e., 62.5% × 40%) for the corporate component of their respective target bonus percentage
as outlined in the table below (other than Mr. Lazzaro's whose corporate component was pro-rated based on the time he was employed by us).

Corporate Component Achievement Plan Payout &zwsp;
Non-GAAP Revenue* $352,507,000 25%

Non-GAAP Operating Income*
(as percentage of Non-GAAP Revenue)

23.1% 0%

* These financial measures are non-GAAP measures and should not be reviewed in isolation or as substitutes for our financial results as reported in accordance with GAAP.
Please see Appendix A for an explanation of and reconciliation of these non-GAAP financial measures to the applicable GAAP financial measures.

2013 Individual Component

In 2013, Messrs. Waldis, Irving and Garcia's individual component of his annual cash incentive bonus was based upon our Compensation Committee's subjective assessment
of his individual performance. Based on their assessment and Mr. Waldis' recommendations (other than his own), our Compensation Committee awarded each of
Messrs. Waldis, Irving and Garcia 70% of the 10% allocated to the individual component of their respective target cash incentive bonus. Our Compensation Committee
awarded less than the target amount because although we believe we made some excellent strides in 2013, our Compensation Committee felt that our overall performance
could have been improved. Our Compensation Committee did not distinguish any NEO's individual performance during 2013 in determining this percentage.
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2013 Business Component

The business component of Mr. Lazzaro's 2013 annual cash bonus was tied to certain financial objectives of specific accounts in North America. Specifically, 48% of his
target cash incentive bonus was based upon those accounts, equally divided between revenues and contribution margin objectives. Mr. Lazzaro's accounts did not achieve the
desired contribution margin and, as a result, he did not receive any incentive compensation for this component. However, he did receive $55,774 or 48% of his eligible cash
incentive bonus for the business component tied to revenue contribution, which was pro-rated for the portion of the year that Mr. Lazzaro was responsible for the accounts.

The business component of Mr. Mendes' 2013 annual cash bonus was tied to certain financial objectives of our broadband business. Specifically, 40% of his target cash
incentive compensation was based upon the combination of revenue and contribution margin of our broadband business. Mr. Mendes had the ability to increase his incentive
compensation for exceeding targets to various tiers, not to exceed 85% of his base salary. The actual 2013 incentive compensation for the performance of our broadband
business exceeded target and resulted in an actual payment of $187,500 or 133% of his target. In addition, Mr. Mendes was also eligible to receive an additional $25,000 for
each quarter in which our broadband business achieved target revenue and operating margin. Mr. Mendes received an additional $75,000 for achieving these targets for three
of the four quarters of 2013.

As such, our NEOs were awarded the following amounts under the 2013 cash incentive bonus:

Executive

Target
Bonus for
Corporate
Component

Percentage of
Corporate
Component

Target Awarded

Actual
Corporate
Component
Awarded

Target
Bonus for
Individual
Component

Individual
Component
Percentage

of
Base Salary

Actual
Individual
Component
Awarded

Total
Bonus
Awarded &zwsp;

&zwsp; Stephen
G. Waldis $ 557,230 25%$ 139,308 $ 55,723 70.0%$ 40,692 $ 180,000 &zwsp;
Lawrence
R. Irving $ 231,750 25% $ 57,938 $ 38,625 70.0% $ 27,062 $ 85,000
Robert E.
Garcia $ 288,400 25% $ 72,100 $ 41,200 70.0% $ 28,900 $ 101,000

Executive

Target
Bonus for
Corporate
Component

Percentage
of

Corporate
Component
Target
Awarded

Actual
Corporate
Component
Awarded

Target
Bonus

for Business
Component

Percentage
of Business
Target
Awarded

Actual
Business
Component
Awarded

Total
Bonus
Awarded &zwsp;

&zwsp; Nicholas
Lazzaro(1) $ 76,904 25%$ 19,226 $ 115,360 48% $55,774 $ 75,000 &zwsp;
Mark
Mendes $ 70,000 25% $ 17,500 $ 140,000 133% $187,500 $ 280,000(2)

(1) Mr. Lazzaro's corporate and business component target bonus amounts were pro-rated based on his start of employment with us after
January 1, 2013.

(2) Mr. Mendes' business bonus includes an additional $75,000, representing three payments of $25,000 for each quarter in which his
business achieved certain financial measures for the quarter.
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2013 Long-Term Incentive Compensation Plan

In 2013, our Compensation Committee expanded our executive compensation plan to include time-based restricted shares in addition to stock options and
performance-based restricted shares, targeting an annual mix of one-third for each of these equity awards (based on grant date fair value). The number of stock options,
target number of performance restricted shares and time-based restricted shares to be granted to our NEOs was based on our Compensation Committee's general
understanding of competitive pay practices, our CEO's recommendation (except his own) and other factors it deemed appropriate.

In February 2013, our Compensation Committee awarded time-based restricted stock, determined the targets for the 2013 performance-based restricted share awards and
granted options to purchase shares of our Common Stock to our NEO's who we employed on such date. The grants were intended to provide incentives for our NEOs to
achieve our 2013 goals and vest over up to three or four years to also tie our NEO's variable realizable compensation to our performance and further align their interests with
those of our stockholders. See Description of Awards Granted in 2013. The number of shares of time-based restricted stock awarded and number of shares subject to the
options granted were as follows:

Name
Number of Time-Based
Shares of Restricted Stock

Number of Shares
Subject to Options

&zwsp;
Stephen G. Waldis 30,560 76,400 &zwsp;
Lawrence R. Irving 9,880 24,700

&zwsp;
Robert Garcia 16,000 40,000 &zwsp;
Mark Mendes 3,880 9,700

The actual number of performance-based restricted shares of Common Stock that could be issued pursuant to the 2013 performance-based restricted share awards was based
upon our performance against the same non-GAAP revenue and non-GAAP operating income as a percentage of non-GAAP revenue targets applicable to the 2013 annual
incentive bonus compensation discussed under "2013 Annual Cash Incentive Award".

In 2013, our non-GAAP operating income as a percentage of non-GAAP revenue was 23.10%, which was below our threshold, and therefore our NEOs received no credit
for this component. Our non-GAAP revenue was $352,507,000, which was halfway between the threshold revenue of $345,000,000 and the target revenue of $360,000,000.
Please see Appendix A for an explanation of and reconciliation of these non-GAAP financial measures to the applicable GAAP financial measures. As a result, the revenue
component had a weighting of 40% based on linear interpolation (halfway between 30% and 50%). Since the actual non-GAAP revenue was halfway between the threshold
and target revenue, the actual number of restricted shares of Common Stock issued pursuant to the 2013 performance-based restricted share awards to our NEOs in February
2014 was the threshold number of shares each NEO was entitled to receive based on the "revenue" component plus 20%
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(i.e., 50% × 40%) of the difference between the target number of shares and the threshold number of shares above the threshold number of shares, as set forth below:

Name Threshold Target Maximum

Threshold
Revenue
Component

Additional
Shares Over
Minimum

Performance
Shares Awarded

&zwsp;
Stephen G. Waldis 32,250 43,000 53,750 12,903 2,153 15,056 &zwsp;
Lawrence R. Irving 10,425 13,900 17,375 4,171 696 4,867

&zwsp;
Robert E. Garcia 16,875 22,500 28,125 6,752 1,126 7,878 &zwsp;
Mark Mendes 4,125 5,500 6,875 1,650 276 1,926

Thus, due to our failure to achieve the target on both of its financial measures, the NEOs received an aggregate of 55,173 less performance-based restricted shares than their
targeted 84,900. The number of shares issued was also subject to an adjustment based on our TSR compared to that of our peer group during the prior three-year period
(2011-2013). If the TSR was below the 25th percentile, the actual number of performance-based shares for an NEO would be reduced by 10% and if the TSR was at or above
the 75th percentile, the actual number of performance-based shares would be increased by 20%. Thus, the actual number of performance-based shares that could be issued
pursuant to the 2013 performance-based restricted share awards could range from zero to one and one-half times the initial target amount. As our TSR was not in the bottom
25th nor the 75th percentile compared to its peer group for such three-year period (2011-2013), no adjustment was made by our Compensation Committee to the above
number of performance-based restricted shares each NEO was issued.

In connection with his joining our Company in May 2013, our Compensation Committee (i) granted Mr. Lazzaro an option to purchase 60,000 shares of our Common Stock
at an exercise price equal to $30.56, the closing price per share of our Common Stock on the Nasdaq Global Market on the grant date, with 25% of the shares subject to the
option becoming exercisable after 12 months of continuous service and the balance becoming exercisable in equal monthly installments over the next 36 months of
continuous service thereafter and (ii) awarded Mr. Lazzaro 50,000 restricted shares of our Common Stock, with 25% of the shares vesting after 12 months of continuous
service and the balance vesting in equal installments each quarter over the next three years of continuous service thereafter. Our Compensation Committee based the amount
of Mr. Lazzaro's equity grant on, among other things, advice from its compensation consultant, the size of the initial equity grants of our other executive officers, his
expected senior role at our Company and its general understanding of competitive pay practices.
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Special 2013 Equity Awards

In 2012, our Compensation Committee changed the date for determining compensation for our executive officers from December of the prior year (i.e., December 2012) to
February of the following year (i.e., February 2013) to ensure that decisions were based on our audited financial results from the prior year. In February 2013, our
Compensation Committee determined 2013 compensation for our NEOs, at which time options were granted to our NEOs with an exercise price of $31.02. Since our
Common Stock was 37% higher on the grant date compared to the price of our Common Stock on the date the equity awards were originally scheduled to be granted in
December 2012, to make our NEOs whole and compensate them for the loss of intrinsic value appreciation during that period, our Compensation Committee granted each
NEO the following number of restricted shares of our Common Stock as a special one-time grant equal to 37% of the number of stock options granted. One-half of such
shares vest after one year and the remaining one-half of the shares vest after two years, provided such individual is continuously employed by our Company during such
period. Our Compensation Committee does not intend to make any similar grants in the future.

Executive Officer Restricted Shares Granted &zwsp;
&zwsp;

Stephen G. Waldis 28,264
&zwsp;

Lawrence R. Irving 9,138
&zwsp;

Robert Garcia 14,798
&zwsp;

Mark Mendes 3,589

Employment Agreements, Other Benefits and Perquisites

We have entered into three-year employment agreements with each of our NEOs that expire on December 31, 2014. Each employment agreement includes a severance
arrangement that provides enhanced benefits in the case of involuntary termination following a change in control which is designed to promote stability and continuity of our
senior management. For a description of the terms of the employment agreements, please see "Employment Agreements" on page 45. Our NEOs are eligible to participate in
all of our employee benefit plans (other than our employee stock purchase plan), such as medical, dental, vision, group life and disability insurance and our 401(k) plan, in
each case on the same basis as our other employees. We lease an automobile (and pay applicable insurance and gas) for Messrs. Waldis, Irving and Mendes and provide a
car allowance to Mr. Garcia, each to be used primarily for business purposes. We paid Mr. Lazzaro $200,000 to assist with his relocation to the Dallas, Texas vicinity in
connection with his joining our Company. In the event Mr. Lazzaro resigns or is terminated for cause within one year of his relocation to Texas, he is required to pay back
this amount. There were no other special benefits or perquisites provided to any NEO in 2013.

Financial Restatement and Related Policies

Although we do not have a clawback policy currently in place, we have a comprehensive Ethics and Business Conduct Policy. As part of this policy, we will investigate all
reported instances of questionable or unethical behavior, and where improper behavior is found to have occurred, we will take appropriate action up to and including
termination. In the event that an investigation uncovers that one of our employees, officers or directors commits fraud or other improper act which causes our financials for
any period to be restated or otherwise affects such financials, we would take immediate and appropriate disciplinary action individual including but not limited to
termination. In addition, we would take whatever legal remedies are available to prosecute such individual to the fullest extent of
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the law and recover any amounts he inappropriately received as a result of such fraudulent action, including but not limited to any annual or long-term incentives that he
received but would not have received had such act not be taken.

Executive Officer Stock Ownership Guidelines

In 2013, in consultation with Deloitte and as a result of the feedback we received during our stockholder outreach program, we revised the stock ownership guidelines for
our executive officers. The purpose of these guidelines is to increase and maintain our executive officers' equity stake in our Company to further align our executive officers'
interests with those of our stockholders. Each executive officer who is subject to Section 16 of the Securities Exchange Act or directly reports to our CEO (including all our
NEOs) is required to own, as of the later of January 1, 2019 or five years from the date such individual begins reporting to our CEO or becomes a Section 16 officer, is
required to own a number of vested shares of our Common Stock having a value equal to (a) five times the base salary for our CEO; (b) three times the base salary for our
President and Chief Operating Officer, Chief Financial Officer, and President of any division (i.e., North America, Emerging Markets, International) and (c) one and
one-half times the base salary for other executive officers. In the event an executive officer is not compliant at the end of such five year period, our Compensation
Committee may reduce future equity grants to such executive officer until he is compliant. Based on share holdings on April 11, 2014, each of our NEOs exceeded the
minimum holding requirements on that date.

Tax Matters

Section 162(m) of the Internal Revenue Code of 1986, as amended (the "Code"), places a $1,000,000 limit on the amount of compensation that we may deduct in any one
year with respect to our CEO and our three other most highly paid NEOs (other than our CFO). To maintain flexibility in compensating NEOs in a manner designed to
promote varying corporate goals, our Compensation Committee may, in its judgment, authorize compensation payments that are not deductible when it believes that such
payments are appropriate, including to attract and retain highly-qualified executive officers.

Recent Developments

Mr. Irving resigned as our Chief Financial Officer and Treasurer, effective April 1, 2014, and agreed to remain as an employee until December 31, 2014 in an advisory role,
working on several projects. Our Board has elected Karen Rosenberger to replace Mr. Irving as our Executive Vice President, Chief Financial Officer and Treasurer,
effective April 1, 2014. Ms. Rosenberger previously served as our Senior Vice President and Chief Accounting Officer.

Compensation Committee Report(1)

The Compensation Committee has reviewed and discussed the foregoing Compensation Discussion and Analysis with management and, based on such review and
discussions, the Compensation Committee has recommended to the Board of Directors that the Compensation Discussion and Analysis be included in this Proxy Statement
submitted by the following members of the Compensation Committee:

William J. Cadogan, Chairman
Charles E. Hoffman
Thomas J. Hopkins

(1)
The material in this report is not "soliciting material," is not deemed "filed" with the SEC and is not to be incorporated by reference
in any filing of Synchronoss Technologies, Inc. under the Securities Act or the Exchange Act, whether made before or after the date
hereof and irrespective of any general incorporation language in any such filing.
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Summary Compensation Table

The following table sets forth all of the compensation awarded to, earned by, or paid to our "principal executive officer," "principal financial officer" and our three other
highest paid executive officers (our "NEOs") for 2013:

Name and Principal
Position(a) Year

Salary
($)(1)(b)

Bonus
($)(2)(c)

Stock
Awards
($)(3)(d)

Option
Awards
($)(4)(e)

Non-Equity
Incentive Plan
Compensation

(5)(f)

All Other
Compensation

($)(g)
Total
($)(h)

Stephen G. Waldis 2013 557,230 40,692 3,211,040 (6) 1,246,512 139,308 37,061 (11) 5,231,843
Chairman of the 2012 541,000 40,575 801,360 �* 211,948 34,080 1,628,963
Board and CEO 2011 525,000 65,625 1,322,332 2,685,016 758,438 35,697 5,392,108
Lawrence R. Irving 2013 386,250 27,062 1,038,074 (7) 402,995 57,938 20,673 (12) 1,932,992
EVP, Chief Financial 2012 375,000 28,125 419,760 �* 81,619 24,371 928,875
Officer and Treasurer 2011 324,500 40,563 756,456 889,412 260,437 18,371 2,289,739
Robert Garcia 2013 412,000 28,900 1,680,753 (8) 652,624 72,100 7,650 (13) 2,854,028
President and 2012 400,000 30,000 890,490 512,219 113,178 16,700 1,962,587
Chief Operating Officer 2011 362,000 45,250 756,456 1,006,881 377,694 16,950 2,565,231
Nick Lazzaro 2013 262,182 � 1,528,000 946,134 75,000 200,000 (14) 3,011,316
EVP and President
of Emerging Markets
Mark Mendes 2013 350,000 � 409,008 (9) 158,261 280,000 (10) 8,593 (12) 1,205,862
EVP and President 2012 336,000 15,800 139,375 �* 82,530 5,437 579,142
of North America 2011 327,400 40,925 348,106 252,979 262,765 8,849 1,241,024

*
As described in the Compensation Discussion and Analysis, we use annual stock option grants as a feature of our executive compensation program. The disclosure
in the Summary Compensation Tables of this proxy statement may, however, suggest that certain of our NEOs did not receive an option award in 2012 because in
2012 our Compensation Committee adopted a go-forward schedule of making executive compensation decisions in the first quarter of the year so that our finalized
financial results for the entire year could be taken into effect.

(1)
The salary amount represents the salary earned from January 1 through December 31 of the applicable year.

(2)
The amounts set forth in this column represent the subjective individual component portion of our annual cash incentive bonus awards paid to the NEOs based on
our Compensation Committee's approval. See "Compensation Discussion and Analysis" above for further discussion of the subjective individual component.

(3)
The amounts in this column reflect the grant date fair value, computed in accordance with FASB ASC Topic No. 718, of the target number of performance share
awards granted to our NEOs and the time-based restricted stock and one-time special restricted stock awarded to our NEOs. See "Compensation Discussion and
Analysis" above for further discussion of these stock awards. See Footnote 2 to the Financial Statements included in our Annual Report on Form 10-K for the year
ended December 31, 2013 for a discussion of our assumptions in estimating the fair value of our stock awards. Our executive officers will not realize the estimated
value of these awards until these awards are vested and sold.

(4)
The amounts in this column reflect the grant date fair value, computed in accordance with FASB ASC Topic No. 718, of option awards granted to our NEOs. See
Footnote 2 to the Financial Statements included in our Annual Report on Form 10-K for the year ended December 31, 2013 for a discussion of our assumptions in
estimating the fair value of our stock option awards. Our
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NEOs will not realize the estimated value of these awards until these awards are vested and exercised or sold.

(5)
The amounts under this column include amounts paid based on the objective corporate and business components of the Company's annual incentive bonus
compensation plan described under "Compensation Discussion and Analysis."

(6)
Although the target number of performance-based shares was used in the Summary Compensation Table, the grant date fair market value of the performance-based
restricted share award assuming the highest level of performance conditions was achieved was $2,079,480.

(7)
Although the target number of performance-based shares was used in the Summary Compensation Table, the grant date fair market value of the performance-based
restricted share award assuming the highest level of performance conditions was achieved was $672,204.

(8)
Although the target number of performance-based shares was used in the Summary Compensation Table, the grant date fair market value of the performance-based
restricted share award assuming the highest level of performance conditions was achieved was $1,088,100.

(9)
Although the target number of performance-based shares was used in the Summary Compensation Table, the grant date fair market value of the performance-based
restricted share award assuming the highest level of performance conditions was achieved was $265,980.

(10)
Includes quarterly bonus paid to Mr. Mendes based on the satisfaction of certain objective criteria by our broadband business.

(11)
Reflects amounts paid to Mr. Waldis for leasing an automobile, including insurance premiums, and 401(k) matching contribution, including $29,411 for the
provision of a car for Mr. Waldis in 2013.

(12)
Reflects amounts paid to Messrs. Irving and Mendes for leasing an automobile, including insurance premiums, and 401(k) matching contributions.

(13)
Reflects amounts paid to Mr. Garcia for a car allowance (including insurance), and 401(k) matching contribution.

(14)
Mr. Lazzaro joined the Company on May 13, 2013. Reflects relocation expenses of $200,000 paid to Mr. Lazzaro in 2013 in connection with his move to Texas.
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Grants of Plan Based Awards

The following table sets forth each plan-based award granted to our NEOs during the year ended December 31, 2013. The FASB ASC Topic No. 718 value of these awards
is also reflected in the Stock Awards and Option Awards columns of the Summary Compensation Table above:

Estimated Future Payouts
Under Non-Equity Incentive Plan

Awards(1)

Performance Stock Awards:
Number of Shares of Stock

or Units(2)

Number
of

Shares
of Stock
or Units
(#)(i)

Exercise
or Base
Price of
Option
Awards
($/Sh)(k)

Awards
Securities
Underlying
Options
(#)(j)

Value of
Stock and
Option
Awards
($)(4)(l)Name(a)

Threshold
($)(c)

Target
($)(d)

Maximum
($)(e)

Threshold
(#)(f)

Target
(#)(g)

Maximum
($#(h)

Stephen G. 0 612,953 1,072,668
Waldis 2/14/2013 76,400 31.02 1,246,512

2/14/2013 30,560 947,971
2/14/2013(5) 28,264 876,749
2/14/2013 29,025 43,000 64,500 1,386,320

Lawrence R. 0 270,375 473,156
Irving 2/14/2013 24,700 31.02 402,995

2/14/2013 9,880 306,478
2/14/2013(5) 9,138 283,460
2/14/2013 9,383 13,900 20,850 448,136

Robert E. 0 329,600 576,800
Garcia 2/14/2013 40,000 31.02 652,624

2/14/2013 16,000 496,320
2/14/2013(5) 14,798 459,034
2/14/2013 15,187 22,500 33,750 725,400

Mark 0 310,000(3) 467,500(3)
Mendes 2/14/2013 9,700 31.02 158,261

2/14/2013 3,880 120,357
2/14/2013(5) 3,589 111,331
2/14/2013 2,784 5,500 8,250 177,320

Nicholas 0 329,600 473,156
Lazzaro 5/13/2013 60,000 30.56 946,134

5/13/2013 50,000 1,528,000

(1)
Each of our NEOs was granted a non-equity incentive plan award pursuant to our 2013 annual incentive bonus compensation plan. The amounts shown in the
"Target" column reflect the target cash payment level for the corporate and business component of our 2013 annual incentive bonus plan if we achieved all of the
corporate and business objectives previously approved by our Compensation Committee. The amounts shown in the "Maximum" column reflect the target payment
levels for the corporate and business components of our 2013 annual incentive bonus compensation if we achieved the maximum of each of our corporate and
business objectives previously approved by our Compensation Committee. The corporate and business components of our 2013 annual incentive bonus
compensation plan is discussed in greater detail in "Compensation Discussion and Analysis." The actual amounts paid to each NEO are shown in the Summary
Compensation Table above. The table does not include the individual discretionary component portion of the NEO's aggregate targeted annual cash incentive
bonus amount.

(2)
Each of our NEOs who was employed by us in February 2013 was awarded a 2013 performance-based restricted share award as described in greater detail in
"Compensation Discussion and Analysis." The 2013 performance-based restricted share awards triggered the issuance of a certain number of restricted shares of
Common Stock based on the achievement of our 2013 financial performance. The amounts shown in the "threshold" column reflect the minimum number of
restricted shares of Common Stock issuable under the 2013 performance-based restricted share awards. The amounts shown in the "target" column reflect the
number of restricted shares of Common Stock issuable under the 2013 performance-based restricted share awards if all of the 2013 financial goals were achieved.
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The amounts shown in the "maximum" column reflect the maximum number of restricted shares of Common Stock issuable under the 2013 performance-based
restricted share if all of the 2013 financial goals were surpassed.

(3)
Mr. Mendes was able to receive an additional non-equity incentive plan award of $100,000 for each quarter for which our broadband business achieved certain
financial results. Mr. Mendes actually received $75,000 for the three quarters which our broadband business achieved these financial results, as described in
greater detail in "Compensation Discussion and Analysis."

(4)
The amount in this column reflect the grant date fair value, computed in accordance with FASB ASC Topic No. 718, of stock awards and options granted to our
NEOs. See Footnote 2 to the Financial Statements included in our Annual Report on Form 10-K for the year ended December 31, 2013 for a discussion of our
assumptions in estimating the fair value of our stock and option awards.

(5)
The restricted shares in this column represent the one-time "2013 Special Equity Awards" granted to our NEOs who we employed in February 2013.
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Description of Awards Granted in 2013

&zwsp; � Stephen G. Waldis: &zwsp;

&zwsp; On February 14, 2013, we granted Mr. Waldis (i) an option to purchase 76,400 shares of our Common Stock, (ii) 30,560 restricted shares of our
Common Stock, (iii) 28,264 restricted shares of our Common Stock pursuant to a one-time special grant discussed in the Compensation
Discussion and Analysis section of this proxy and (iv) a performance-based restricted stock award pursuant to which Mr. Waldis was entitled to
receive up to 64,500 restricted shares of our Common Stock based on the Company's 2013 performance metrics (including total stockholder
return) discussed in the Compensation Discussion and Analysis section of this proxy. On January 29, 2014, 15,056 restricted shares of our
Common Stock were issued to Mr. Waldis under the 2013 performance-based restricted stock award.

&zwsp;

� Lawrence R. Irving:
On February 14, 2013, we granted Mr. Irving (i) an option to purchase 24,700 shares of our Common Stock, (ii) 9,880 restricted shares of our
Common Stock, (iii) 9,138 restricted shares of our Common Stock pursuant to a one-time special grant discussed in the Compensation
Discussion and Analysis section of this proxy and (iv) a performance-based restricted stock award pursuant to which Mr. Irving was entitled to
receive up to 20,850 restricted shares of our Common Stock based on the Company's 2013 performance metrics (including total stockholder
return) discussed in the Compensation Discussion and Analysis section of this proxy. On January 29, 2014, 4,867 restricted shares of our
Common Stock were issued to Mr. Irving under the 2013 performance-based restricted stock award.

&zwsp; � Robert Garcia: &zwsp;

&zwsp; On February 14, 2013, we granted Mr. Garcia (i) an option to purchase 40,000 shares of our Common Stock, (ii) 16,000 restricted shares of our
Common Stock, (iii) 14,798 restricted shares of our Common Stock pursuant to a one-time special grant discussed in the Compensation
Discussion and Analysis section of this proxy and (iv) a performance-based restricted stock award pursuant to which Mr. Garcia was entitled to
receive up to 33,750 restricted shares of our Common Stock based on the Company's 2013 performance metrics (including total stockholder
return) discussed in the Compensation Discussion and Analysis section of this proxy. On January 29, 2014, 7,878 restricted shares of our
Common Stock were issued to Mr. Garcia under the 2013 performance-based restricted stock award.

&zwsp;

� Mark Mendes:
On February 14, 2013, we granted Mr. Mendes (i) an option to purchase 9,700 shares of our Common Stock, (ii) 3,880 restricted shares of our
Common Stock, (iii) 3,589 restricted shares of our Common Stock pursuant to a one-time special grant discussed in the Compensation
Discussion and Analysis section of this proxy and (iv) a performance-based restricted stock award pursuant to which Mr. Mendes was entitled to
receive up to 8,250 restricted shares of our Common Stock based on the Company's 2013 performance metrics (including total stockholder
return) discussed in the Compensation Discussion and Analysis section of this proxy. On January 29, 2014, 1,926 restricted shares of our
Common Stock were issued to Mr. Mendes under the 2013 performance-based restricted stock award.

&zwsp; � Nicholas Lazzaro: &zwsp;

&zwsp; On May 13, 2013, in connection with his joining the Company, we (i) granted Mr. Lazzaro an option to purchase 60,000 shares of our Common
Stock and (ii) issued Mr. Lazzaro 50,000 restricted shares of our Common Stock.

&zwsp;
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With respect to each of Messrs. Waldis, Irving, Garcia and Mendes, (a) each stock option becomes exercisable with respect to the first 25% of the shares subject to the
option upon completion of 12 months of continuous service after February 14, 2013, and an additional 1/48 of the shares subject to the option upon completion of each month
of continuous service thereafter, (b) one-third of the restricted shares issued to him under (ii) above vests on each of February 14, 2014, 2015 and 2016, provided he remains
continuously employed by us through each such date, (c) one-half of the restricted shares issued to him under (iii) above vests on each of February 14, 2014 and 2015,
provided he remains continuously employed by us through each such date. With respect to the 2013 performance-based restricted shares, one-third of the shares vested upon
issuance of the 2013 performance-based restricted shares, and one-third of such shares shall vest on each of February 14, 2015 and 2016 provided he remains continuously
employed by us through each such date. With respect to Mr. Lazzaro, (a) each stock option become exercisable with respect to the first 25% of the shares subject to the
option upon completion of 12 months of continuous service with us after the grant date, and with respect to an additional 1/48 of the shares subject to the option upon
completion of each month of continuous service thereafter and (b) the first 25% of the restricted shares granted to him shall vest upon completion of 12 months of
continuous service with us after the grant date, and an additional 1/16th of the shares vest upon completion of each three-months thereafter.
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Outstanding Equity Awards at Fiscal Year-End

The following table sets forth information regarding each unexercised option and all unvested stock held by each of our NEOs as of December 31, 2013:

Option Awards Stock Awards &zwsp;

Name

Number of
Securities
Underlying
Unexercised
Options (#)
Exercisable

Number of
Securities
Underlying
Unexercised
Options (#)
Unexercisable

Option
Exercise
Price
($)

Option
Expiration

Date

Number of
Shares or
Units of
Stock

That Have
Not Vested

(#)

Market Value
of Shares or
Units of Stock
That Have Not

Vested
($)(1)

Equity Incentive Plan
Awards: Number of
Unearned Shares,
Units or Other

Rights That Have
Not Vested
(#)(17)

Equity Incentive Plan
Awards: Market or
Payout Value of
Unearned Shares,

Units or Other Rights
That Have Not Vested

(#)(18)
Stephen
G.
Waldis   80,000(2) -0- 8.98 4/3/2016

&zwsp;
  56,753(3) -0- 12.68 12/5/2016 &zwsp;
  51,818(4) -0- 36.10 12/4/2014

&zwsp;
  80,000(5) -0- 9.93 12/19/2015 &zwsp;
146,300(6) -0- 14.00 12/1/2016

&zwsp;
  63,000(7) 21,000      27.55 12/7/2017 &zwsp;
  80,000(8) 80,000      30.50 12/6/2018

&zwsp;
-0- 76,400(9)  31.02 2/14/2020 &zwsp;

11,737(12) 364,669
&zwsp;

30,560(13) 949,499 &zwsp;
28,264(14) 878,162

&zwsp;
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