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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

(Mark One)

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF1934
For the quarterly period ended September 24, 2016 
OR 

oTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF1934
For the transition period from             to             
Commission File Number: 001-34674

Calix, Inc.
(Exact Name of Registrant as Specified in Its Charter)

Delaware 68-0438710
(State or Other Jurisdiction of
Incorporation or Organization)

(I.R.S. Employer
Identification No.)

1035 N. McDowell Blvd., Petaluma, CA 94954
(Address of Principal Executive Offices) (Zip Code)
(707) 766-3000
(Registrant’s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.    Yes:  x    No:  o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).    Yes:  x    No:  o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definition of “large accelerated filer,” “accelerated filer” and “smaller reporting company”
in Rule 12b-2 of the Exchange Act.
Large Accelerated Filer o Accelerated Filer x

Non-accelerated filer o(Do not check if a smaller reporting Company) Smaller Reporting Company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Exchange Act).    Yes:  o    No:  x
As of October 24, 2016, there were 48,789,247 shares of the Registrant's common stock, par value $0.025
outstanding.
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PART I. FINANCIAL INFORMATION

ITEM 1. Financial Statements
CALIX, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except par value and share data)

September 24,
2016

December 31,
2015

(Unaudited)  (See Note 1)
ASSETS
Current assets:
Cash and cash equivalents $ 31,764 $ 23,626
Marketable securities 29,554 49,964
Accounts receivable, net 57,256 47,155
Inventory 40,190 47,667
Deferred cost of revenue 14,718 4,918
Prepaid expenses and other current assets 15,700 9,470
Total current assets 189,182 182,800
Property and equipment, net 16,017 17,149
Goodwill 116,175 116,175
Intangible assets, net 1,627 6,618
Other assets 937 1,144
Total assets $ 323,938 $ 323,886
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 19,340 $ 19,603
Accrued liabilities 49,019 35,512
Deferred revenue 16,226 12,124
Total current liabilities 84,585 67,239
Long-term portion of deferred revenue 19,850 19,569
Other long-term liabilities 979 1,293
Total liabilities 105,414 88,101
Commitments and contingencies (See Note 7)
Stockholders’ equity:
Preferred stock, $0.025 par value; 5,000,000 shares authorized; no shares issued and
outstanding as of September 24, 2016 and December 31, 2015 — —

Common stock, $0.025 par value; 100,000,000 shares authorized; 54,118,410 shares
issued and 48,788,593 shares outstanding as of September 24, 2016, and 53,049,781
shares issued and 49,509,251 shares outstanding as of December 31, 2015

1,353 1,326

Additional paid-in capital 830,225 818,754
Accumulated other comprehensive loss (226 ) (195 )
Accumulated deficit (572,842 ) (556,923 )
Treasury stock, 5,329,817 shares and 3,540,530 shares as of September 24, 2016 and
December 31, 2015, respectively (39,986 ) (27,177 )

Total stockholders’ equity 218,524 235,785
Total liabilities and stockholders’ equity $ 323,938 $ 323,886

See accompanying notes to condensed consolidated financial statements.
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CALIX, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands, except per share data)
(Unaudited)

Three Months Ended Nine Months Ended
September 24,
2016

September 26,
2015

September 24,
2016

September 26,
2015

Revenue $121,187 $ 112,297 $326,987 $ 302,464
Cost of revenue:
Products and services (1) 66,830 57,096 174,665 152,308
Amortization of intangible assets 813 2,088 3,290 6,264
Total cost of revenue 67,643 59,184 177,955 158,572
Gross profit 53,544 53,113 149,032 143,892
Operating expenses:
Research and development (1) 28,119 22,120 75,925 66,885
Sales and marketing (1) 20,575 18,424 58,850 57,398
General and administrative (1) 8,615 9,140 32,940 28,728
Amortization of intangible assets — 2,552 1,701 7,656
Litigation settlement gain (4,500 ) — (4,500 ) —
Total operating expenses 52,809 52,236 164,916 160,667
Income (loss) from operations 735 877 (15,884 ) (16,775 )
Interest and other income (expense), net:
Interest income 184 297 611 1,014
Interest expense (155 ) (263 ) (489 ) (921 )
Other income (expense), net 81 196 297 273
Income (loss) before provision for income taxes 845 1,107 (15,465 ) (16,409 )
Provision for income taxes 209 185 454 378
Net income (loss) $636 $ 922 $(15,919 ) $ (16,787 )
Net income (loss) per common share:
Basic $0.01 $ 0.02 $(0.33 ) $ (0.32 )
Diluted $0.01 $ 0.02 $(0.33 ) $ (0.32 )
Weighted-average number of shares used to
compute net income (loss) per common share:
Basic 48,773 51,756 48,578 51,814
Diluted 49,309 52,016 48,578 51,814

Net income (loss) $636 $ 922 $(15,919 ) $ (16,787 )
Other comprehensive income (loss), net of tax:
Unrealized gains (losses) on available-for-sale
marketable securities, net (9 ) 30 97 66
Foreign currency translation adjustments, net (87 ) (196 ) (128 ) (177 )
Total other comprehensive income (loss), net of tax (96 ) (166 ) (31 ) (111 )
Comprehensive income (loss) $540 $ 756 $(15,950 ) $ (16,898 )

 (1)  Includes stock-based compensation as follows:
Cost of revenue $174 $ 163 $484 $ 549
Research and development 1,573 964 3,719 3,659
Sales and marketing 1,661 688 3,323 3,769

Edgar Filing: CALIX, INC - Form 10-Q

7



General and administrative 1,269 775 2,840 2,616

See accompanying notes to condensed consolidated financial statements.
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CALIX, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Nine Months Ended
September 24,
2016

September 26,
2015

Operating activities:
Net loss $(15,919) $ (16,787 )
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:
Depreciation and amortization 6,282 7,602
Loss on retirement of property and equipment — 14
Amortization of intangible assets 4,991 13,920
Amortization of premiums related to available-for-sale securities 337 743
Stock-based compensation 10,366 10,593
Changes in operating assets and liabilities:
Restricted cash — 295
Accounts receivable, net (10,104 ) (17,443 )
Inventory 7,477 2,983
Deferred cost of revenue (9,800 ) 2,082
Prepaid expenses and other assets (6,058 ) 4,181
Accounts payable (356 ) (6,841 )
Accrued liabilities 13,974 (1,055 )
Deferred revenue 4,383 (1,312 )
Other long-term liabilities (313 ) (167 )
Net cash provided by (used in) operating activities 5,260 (1,192 )
Investing activities:
Purchases of property and equipment (5,364 ) (5,943 )
Purchases of marketable securities — (46,750 )
Maturities of marketable securities 20,170 51,265
Net cash provided by (used in) investing activities 14,806 (1,428 )
Financing activities:
Proceeds from exercise of stock options 14 625
Proceeds from employee stock purchase plan 2,905 2,865
Payments for repurchases of common stock (12,809 ) (11,124 )
Taxes paid for awards vested under equity incentive plans (1,787 ) (2,093 )
Net cash used in financing activities (11,677 ) (9,727 )
Effect of exchange rate changes on cash and cash equivalents (251 ) (288 )
Net increase (decrease) in cash and cash equivalents 8,138 (12,635 )
Cash and cash equivalents at beginning of period 23,626 48,829
Cash and cash equivalents at end of period $31,764 $ 36,194

See accompanying notes to condensed consolidated financial statements.
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CALIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Company and Basis of Presentation
Company
Calix, Inc. (together with its subsidiaries, “Calix,” the “Company,” “our,” “we,” or “us”) was incorporated in August 1999, and is
a Delaware corporation. The Company is a leading global provider of broadband communications access systems and
software for fiber- and copper-based network architectures that enable communications service providers ("CSPs") to
transform their networks and connect to their residential and business subscribers. The Company enables CSPs to
provide a wide range of revenue-generating services, from basic voice and data to advanced broadband services, over
legacy and next-generation access networks. The Company focuses solely on CSP access networks, the portion of the
network that governs available bandwidth and determines the range and quality of services that can be offered to
subscribers. The Company develops and sells carrier-class hardware and software products, referred to as the Unified
Access portfolio, which are designed to enhance and transform CSP access networks to meet the changing demands of
subscribers rapidly and cost-effectively.
Basis of Presentation
The accompanying unaudited condensed consolidated financial statements, including the accounts of Calix, Inc. and
its wholly-owned subsidiaries, have been prepared in accordance with the requirements of the U.S. Securities and
Exchange Commission (“SEC”) for interim reporting. As permitted under those rules, certain footnotes or other
financial information that are normally required by U.S. generally accepted accounting principles (“GAAP”) can be
condensed or omitted. In the opinion of management, the financial statements include all normal and recurring
adjustments that are considered necessary for the fair presentation of the Company’s financial position and operating
results. All significant intercompany balances and transactions have been eliminated in consolidation. The Condensed
Consolidated Balance Sheet at December 31, 2015 has been derived from the audited financial statements at that date.
The results of the Company’s operations can vary during each quarter of the year. Therefore, the results and trends in
these interim financial statements may not be the same as those for the full year or any future periods. The information
included in this Quarterly Report on Form 10-Q should be read in conjunction with the audited financial statements
included in the Company’s Form 10-K for the year ended December 31, 2015.
The Company's fiscal year begins on January 1st and ends on December 31st. Quarterly periods are based on a 4-4-5
fiscal calendar with the first, second and third fiscal quarters ending on the 13th Saturday of each fiscal period. As a
result, the Company had one fewer day in the nine months ended September 24, 2016 than in the nine months ended
September 26, 2015. The preparation of financial statements in conformity with GAAP for interim financial reporting
requires management to make estimates and assumptions that affect the amounts reported in the condensed
consolidated financial statements and accompanying notes. Actual results could differ from those estimates.
2. Significant Accounting Policies
The Company’s significant accounting policies are disclosed in our Annual Report on Form 10-K for the year ended
December 31, 2015. Our significant accounting policies did not change during the nine months ended September 24,
2016.
Concentration of Customer Risk
The Company had two customers that each accounted for more than 10% of its total revenue for the three and nine
months ended September 24, 2016 and one of these customers accounted for more than 10% of the Company’s total
revenue for the three and nine months ended September 26, 2015. These two customers together represented 37% and
34% of the Company’s total revenue for the three and nine months ended September 24, 2016, respectively, and 27%
and 26% of the Company’s total revenue for the three and nine months ended September 26, 2015, respectively. Each
of these two customers represented more than 10% of the Company’s accounts receivable as of September 24, 2016
and one of these customers represented more than 10% of the Company’s accounts receivable as of December 31,
2015.
Recent Accounting Pronouncements
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In March 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update No.
2016-09, Compensation - Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment
Accounting ("ASU 2016-09"), which simplifies several aspects of the accounting for employee share-based payment
transactions for both public and nonpublic entities, including the accounting for income taxes, forfeitures, and
statutory tax withholding requirements, as well as classification in the statement of cash flows. ASU 2016-09 will be
effective for the Company beginning in the first quarter of fiscal 2017. Early application is permitted in any interim or
annual period, with any adjustments reflected as of the beginning of the fiscal year of adoption. The Company is
currently assessing the potential impact of adopting this new guidance on its consolidated financial statements.
In February 2016, the FASB issued Accounting Standards Update No. 2016-02, Leases (Topic 842) ("ASU 2016-02"),
which requires recognition of an asset and liability for lease arrangements longer than twelve months. ASU 2016-02
will be effective for the Company beginning in the first quarter of fiscal 2019. Early application is permitted, and it is
required to recognize and measure leases at the beginning of the earliest period presented using a modified
retrospective approach. The Company is currently assessing the potential impact of adopting this new guidance on its
consolidated financial statements.
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In July 2015, the FASB issued Accounting Standards Update No. 2015-11, Inventory (Topic 330): Simplifying the
Measurement of Inventory ("ASU 2015-11"), which requires measurement of inventory at lower of cost and net
realizable value, versus lower of cost or market. Net realizable value is the estimated selling price in the ordinary
course of business, less reasonably predictable costs of completion, disposal, and transportation. ASU 2015-11 will be
effective for the Company beginning in the first quarter of fiscal 2017. Early application is permitted, and the
guidance should be applied prospectively. The Company is currently assessing the potential impact of adopting this
new guidance on its consolidated financial statements.
In May 2014, the FASB issued Accounting Standards Update No. 2014-09, Revenue from Contracts with Customers
(Topic 606) ("ASU 2014-09"), which provides guidance for revenue recognition. ASU 2014-09 supersedes the
revenue recognition requirements in Topic 605, Revenue Recognition, and most industry-specific guidance.
Additionally, it supersedes some cost guidance included in Subtopic 605-35, Revenue Recognition-Construction-Type
and Production-Type Contracts, and creates new Subtopic 340-40, Other Assets and Deferred Costs-Contracts with
Customers. The standard’s core principle is that a company will recognize revenue when it transfers promised goods or
services to customers in an amount that reflects the consideration to which the company expects to be entitled in
exchange for those goods or services. In doing so, companies will need to use more judgment and make more
estimates than under the previous guidance. These may include identifying performance obligations in the contract,
estimating the amount of variable consideration to include in the transaction price and allocating the transaction price
to each separate performance obligation. On August 12, 2015, the FASB issued Accounting Standards Update No.
2015-14, Revenue from Contracts with Customers (Topic 606), Deferral of the Effective Date ("ASU 2015-14") to
defer the effective date of ASU 2014-09 by one year. As a result, the standard will be effective for the Company in the
first quarter of fiscal 2018. ASU 2015-14 permits early adoption of the new revenue standard, but not before its
original effective date. The Company is currently assessing the method of adoption and the potential impact of
adopting this new guidance on its consolidated financial statements.
3. Cash, Cash Equivalents and Marketable Securities
The Company has invested its excess cash primarily in money market funds and highly liquid marketable securities
such as corporate debt instruments, U.S. government agency securities and commercial paper. The Company
considers all investments with maturities of three months or less when purchased to be cash equivalents. Marketable
securities represent highly liquid corporate debt instruments, U.S. government agency securities and commercial
paper with maturities greater than 90 days at date of purchase. Marketable securities with maturities greater than one
year are classified as current because management considers all marketable securities to be available for current
operations.
Cash equivalents are stated at amounts that approximate fair value based on quoted market prices. Marketable
securities are recorded at their fair values.
The Company’s investments have been classified and accounted for as available-for-sale. Such investments are
recorded at fair value and unrealized holding gains and losses are reported as a separate component of accumulated
other comprehensive income (loss) in the stockholders’ equity until realized. Realized gains and losses on sales of
marketable securities, if any, are determined on the specific identification method and are reclassified from
accumulated other comprehensive income (loss) to results of operations as other income (expense).
The Company, to date, has not determined that any of the unrealized losses on its investments are considered to be
other-than-temporary. The Company reviews its investment portfolio to determine if any security is
other-than-temporarily impaired, which would require the Company to record an impairment charge in the period any
such determination is made. In making this judgment, the Company evaluates, among other things: the duration and
extent to which the fair value of a security is less than its cost; the financial condition of the issuer and any changes
thereto; and the Company’s intent and ability to hold its investment for a period of time sufficient to allow for any
anticipated recovery in market value, or whether the Company will more likely than not be required to sell the security
before recovery of its amortized cost basis. The Company has evaluated its investments as of September 24, 2016 and
has determined that no investments with unrealized losses are other-than-temporarily impaired. No investments have
been in a continuous loss position greater than one year.
Cash, cash equivalents and marketable securities consisted of the following (in thousands):

Edgar Filing: CALIX, INC - Form 10-Q

12



September 24,
2016

December 31,
2015

Cash and cash equivalents:
Cash $ 17,708 $ 13,378
Money market funds 14,056 10,248
Total cash and cash equivalents 31,764 23,626
Marketable securities:
Corporate debt securities 23,051 35,799
U.S. government agency securities 6,503 10,520
Commercial paper — 3,645
Total marketable securities 29,554 49,964
Total cash, cash equivalents and marketable securities $ 61,318 $ 73,590
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The carrying amounts of our money market funds approximate their fair values due to their nature, duration and short
maturities.
As of September 24, 2016, the amortized cost and fair value of marketable securities were as follows (in thousands):

Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair
Value

Corporate debt securities $ 23,050 $ 4 $ (3 ) $23,051
U.S. government agency securities 6,501 2 — 6,503
Total marketable securities $ 29,551 $ 6 $ (3 ) $29,554
As of December 31, 2015, the amortized cost and fair value of marketable securities were as follows (in thousands):

Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair
Value

Corporate debt securities $ 35,869 $ 2 $ (72 ) $35,799
U.S. government agency securities 10,544 — (24 ) 10,520
Commercial paper 3,645 — — 3,645
Total marketable securities $ 50,058 $ 2 $ (96 ) $49,964
As of September 24, 2016, the amortized cost and fair value of marketable securities by contractual maturity were as
follows (in thousands):

Amortized
Cost

Fair
Value

Due in 1 year or less $ 29,551 $29,554
4. Fair Value Measurements
In accordance with Accounting Standard Codification (“ASC”) Topic 820, Fair Value Measurements and Disclosures,
(“ASC Topic 820”), the Company measures its cash equivalents and marketable securities at fair value on a recurring
basis. ASC Topic 820 clarifies that fair value is an exit price, representing the amount that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants. As such, fair value is a
market-based measurement that should be determined based on assumptions that market participants would use in
pricing an asset or liability. As a basis for considering such assumptions, ASC Topic 820 establishes a three-tier value
hierarchy, which prioritizes the inputs used in measuring fair value as follows:
Level 1 – Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.
Level 2 – Observable inputs other than quoted prices included in Level 1 for similar instruments in active markets,
quoted prices for identical or similar instruments in markets that are not active, and model-driven valuations in which
all significant inputs and significant value drivers are observable in active markets.
Level 3 – Unobservable inputs to the valuation derived from fair valuation techniques in which one or more significant
inputs or significant value drivers are unobservable.
The following table sets forth the Company's financial assets measured at fair value on a recurring basis as of
September 24, 2016 and December 31, 2015, based on the three-tier fair value hierarchy (in thousands):
As of September 24, 2016 Level 1 Level 2 Total
Money market funds $14,056 $— $14,056
Corporate debt securities — 23,051 23,051
U.S. government agency securities — 6,503 6,503
Total $14,056 $29,554 $43,610

As of December 31, 2015 Level 1 Level 2 Total
Money market funds $10,248 $— $10,248
Corporate debt securities — 35,799 35,799
U.S. government agency securities — 10,520 10,520
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Commercial paper — 3,645 3,645
Total $10,248 $49,964 $60,212
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The fair values of money market funds classified as Level 1 were derived from quoted market prices as active markets
for these instruments exist. The fair values of corporate debt securities, U.S. government agency securities and
commercial paper classified as Level 2 were derived from quoted market prices for similar instruments indexed to
prevailing market yield rates. The Company has no Level 3 financial assets. The Company did not have any transfers
between Level 1 and Level 2 of the fair value hierarchy during the nine months ended September 24, 2016 and
September 26, 2015.
5. Goodwill and Intangible Assets
Goodwill
Goodwill was recorded as a result of the Company's acquisitions of Occam Networks, Inc. (“Occam”) in February 2011
and Optical Solutions, Inc. ("OSI") in February 2006. This goodwill is not deductible for tax purposes, and there have
been no adjustments to goodwill since the acquisition dates.
Goodwill is not amortized but instead is subject to an annual impairment test or more frequently if events or changes
in circumstances indicate that it may be impaired. We evaluate goodwill on an annual basis at the end of the second
quarter of each year. Management has determined that we operate as a single reporting unit and, therefore, evaluates
goodwill impairment at the enterprise level. Management assessed qualitative factors to determine whether it was
more likely than not (that is, a likelihood of more than 50 percent) that the fair value of the Company was less than its
carrying amount, including goodwill, as of June 25, 2016. In assessing the qualitative factors, management considered
the impact of these key factors: macro-economic conditions, industry and market environment, overall financial
performance of the Company, cash flow from operating activities, market capitalization and stock price. Management
concluded that the fair value of the Company was more likely than not greater than its carrying amount as of June 25,
2016. As such, it was not necessary to perform the two-step goodwill impairment test at the time.
There have been no significant events or changes in circumstances subsequent to the 2016 annual impairment test that
would more likely than not indicate that the carrying value of goodwill may have been impaired as of September 24,
2016. Therefore, there was no impairment to the carrying value of the Company's goodwill as of September 24, 2016.
Intangible Assets
Intangible assets are carried at cost, less accumulated amortization. The details of intangible assets as of
September 24, 2016 and December 31, 2015 are disclosed in the following table (in thousands):

September 24, 2016 December 31, 2015
Gross
Carrying
Amount

Accumulated
Amortization Net

Gross
Carrying
Amount

Accumulated
Amortization Net

Core developed technology $68,964 $ (67,337 ) $1,627 $68,964 $ (64,047 ) $4,917
Customer relationships 54,740 (54,740 ) — 54,740 (53,039 ) 1,701
Total intangible assets, excluding goodwill $123,704 $ (122,077 ) $1,627 $123,704 $ (117,086 ) $6,618
Amortization expense was $0.8 million and $4.6 million for the three months ended September 24, 2016 and
September 26, 2015, respectively. Amortization expense was $5.0 million and $13.9 million for the nine months
ended September 24, 2016 and September 26, 2015, respectively.
As of September 24, 2016, expected future amortization expense for the fiscal years indicated is as follows (in
thousands):

Period
Expected
Amortization
Expense

Remainder of 2016 $ 814
2017 813
Total $ 1,627
6. Balance Sheet Details
Accounts receivable, net consisted of the following (in thousands):

September 24,
2016

December 31,
2015
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Accounts receivable $ 58,752 $ 48,319
Allowance for doubtful accounts (629 ) (501 )
Product return reserve (867 ) (663 )
Accounts receivable, net $ 57,256 $ 47,155
Inventory consisted of the following (in thousands):

September 24,
2016

December 31,
2015

Raw materials $ 2,035 $ 2,209
Finished goods 38,155 45,458
Total inventory $ 40,190 $ 47,667
Property and equipment, net consisted of the following (in thousands):

September 24,
2016

December 31,
2015

Test equipment $ 42,038 $ 39,035
Computer equipment and software 29,176 27,736
Furniture and fixtures 2,457 1,833
Leasehold improvements 6,570 6,554
Total 80,241 75,158
Accumulated depreciation and amortization (64,224 ) (58,009 )
Property and equipment, net $ 16,017 $ 17,149
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Accrued liabilities consisted of the following (in thousands):
September 24,
2016

December 31,
2015

Accrued compensation and related benefits $ 21,394 $ 13,809
Accrued warranty 11,373 9,564
Accrued professional and consulting fees 5,887 2,813
Accrued customer rebates 2,029 784
Accrued excess and obsolete inventory at contract manufacturers 1,084 1,011
Accrued insurance 946 —
Accrued non income related taxes 849 905
Accrued business travel expenses 837 580
Advance customer payments 709 1,094
Accrued rent 412 381
Accrued freight 296 486
Accrued hosting services 248 466
Income taxes payable — 322
Accrued other 2,955 3,297
Total accrued liabilities $ 49,019 $ 35,512
Deferred revenue consisted of the following (in thousands):

September 24,
2016

December
31, 2015

Current:
Product and services $ 12,988 $ 8,937
Extended warranty 3,238 3,187

16,226 12,124
Non-current:
Product and services 46 58
Extended warranty 19,804 19,511

19,850 19,569
Total deferred revenue $ 36,076 $ 31,693
Deferred cost of revenue consisted of costs incurred for products and services for which revenues have been deferred.
7. Commitments and Contingencies
Commitments
The Company’s principal commitments consist of obligations under operating leases for office space and
non-cancelable outstanding purchase obligations. These commitments as of December 31, 2015 are disclosed in our
Annual Report on Form 10-K, and have not changed materially during the nine months ended September 24, 2016.
Contingencies
The Company evaluates the circumstances regarding outstanding and potential litigation and other contingencies on a
quarterly basis to determine whether there is at least a reasonable possibility that a loss exists requiring accrual or
disclosure, and if so, whether an estimate of the possible loss or range of loss can be made, or whether such an
estimate cannot be made. When a loss is probable and reasonably estimable, the Company accrues for such amount
based on its estimate of the probable loss considering information available at the time. When a loss is reasonably
possible, the Company discloses the estimated possible loss or range of loss in excess of amounts accrued if material.
Except as otherwise disclosed below, the Company does not believe that there was a reasonable possibility that a
material loss may have been incurred during the period presented with respect to the matters disclosed.
Accrued Warranty
The Company provides a standard warranty for its hardware products. Hardware generally has a one, three or
five-year standard warranty from the date of shipment. The Company accrues for potential warranty claims based on
the Company’s historical product failure rates and historical costs incurred in correcting product failures along with
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based on estimates of losses that are probable based on information available. The adequacy of the accrual is reviewed
on a periodic basis and adjusted, if necessary, based on additional information as it becomes available.
Changes in the Company’s warranty reserve were as follows (in thousands):

Three Months Ended Nine Months Ended
September 24,
2016

September 26,
2015

September 24,
2016

September 26,
2015

Balance at beginning of period $9,152 $ 9,325 $9,564 $ 9,553
Warranty charged to cost of revenue 3,180 781 6,292 2,929
Utilization of warranty (948 ) (722 ) (4,073 ) (3,098 )
Adjustments to pre-existing warranty (11 ) (400 ) (410 ) (400 )
Balance at end of period $11,373 $ 8,984 $11,373 $ 8,984
Litigation
From time to time, the Company is involved in various legal proceedings arising from the normal course of business
activities.
Steinhardt v. Howard-Anderson, et al.
As previously disclosed, in connection with the Company’s February 22, 2011 merger transaction with Occam
Networks, Inc. (“Occam”) a complaint was filed on October 6, 2010 by stockholders of Occam in the Delaware Court of
Chancery styled as Steinhardt v. Howard-Anderson, et al. (Case No. 5878-VCL). The complaint, as initially amended,
sought injunctive relief rescinding the merger transaction and an award of damages in an unspecified amount, as well
as plaintiffs’ costs, attorney’s fees, and other relief, and also alleged that Occam (which has since merged into Calix),
each Occam director and the Occam CFO breached their fiduciary duties by failing to attempt to obtain the best
purchase price for Occam and failing to disclose certain allegedly material facts about the merger transaction in the
preliminary proxy statement and prospectus included in the Registration Statement on Form S-4 for the transaction. In
July 2015, the complaint was amended to add Wilson Sonsini Goodrich & Rosati, P.C. (“Wilson Sonsini”), Occam’s
counsel and former defense counsel in this lawsuit. Trial on the matter commenced on April 11, 2016 before the
Delaware Court of Chancery.
On April 14, 2016, the parties entered into a memorandum of understanding of a settlement in principle (“Settlement”)
to resolve all of the claims pending before the Delaware Court of Chancery and related claims for a total settlement
consideration of $35.0 million. The Settlement was made without any admission of any wrongdoing on the part of the
Company or its officers and directors. Further, the Settlement terms provide that neither the Company nor any of its
officers or directors would be required to make any contribution to the settlement consideration of $35 million to be
paid for the benefit of the plaintiff class. On May 31, 2016, the parties signed a global settlement agreement reflecting
the terms of the Settlement and filed the agreement for court approval. The court approved the global settlement at a
hearing held on August 26, 2016 and, on September 7, 2016, issued its Order and Final Judgment, terminating the
case before the Delaware Court of Chancery.
The Company did not previously accrue any estimated loss in connection with this action and, as a result of the
Settlement, will not recognize any loss related to this action. The Company incurred defense costs related to this
litigation in connection with its obligations, under certain circumstances, to hold harmless and indemnify each of the
former Occam directors and officers named as defendants in this action against judgments, fines, settlements and
expenses related to claims against such directors and officers to the fullest extent permitted under Delaware law and
Occam’s bylaws and certificate of incorporation. In addition, the Company has paid fees and expenses incurred by
Jefferies in connection with this matter pursuant to Jefferies indemnity demand under the engagement letter between
Occam and Jefferies. Defense costs that were in excess of available insurance coverage or for which the Company’s
insurance carriers denied coverage were recorded as operating expense in the Company’s Consolidated Statement of
Comprehensive Income (Loss) in the periods incurred. Until the Settlement was reached, the Company continued to
incur significant litigation expenses, including expenses that were not covered by insurance, to defend and litigate this
matter. For the nine months ended September 24, 2016, the Company recorded litigation defense costs and expenses
in excess of its insurance coverage of $6.4 million as operating expense in the accompanying Condensed Consolidated
Statements of Comprehensive Income (Loss). The deadline for appeal of the Order and Final Judgment was October
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7, 2016. No appeals were filed and the Company expects to receive the $4.5 million cash payment on or before
November 22, 2016.
Under the terms of the Settlement (and separate from the settlement consideration), the Company will receive a cash
payment of $4.5 million in partial recovery of its out-of-pocket expenses incurred in the litigation, payable to the
Company within 45 days of the court’s order entering judgment in the litigation. As disclosed above, the Delaware
court issued its Order and Final Judgment on September 7, 2016. Accordingly, during the fiscal quarter ended
September 24, 2016, the Company accrued $4.5 million as “Litigation settlement gain”, presented as a reduction to
operating expenses in the accompanying Condensed Consolidated Statements of Comprehensive Income (Loss).
The Company is not currently a party to any other legal proceedings that, if determined adversely to the Company, in
management’s opinion, is currently expected to individually or in the aggregate have a material adverse effect on the
Company's business, operating results or financial condition taken as a whole.
Guarantees
The Company from time to time enters into contracts that require it to indemnify various parties against claims from
third parties. These contracts primarily relate to (i) certain real estate leases, under which the Company may be
required to indemnify property owners for
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environmental and other liabilities, and other claims arising from the Company’s use of the applicable premises,
(ii) agreements with the Company’s officers, directors, and certain employees, under which the Company may be
required to indemnify such persons for liabilities arising out of their relationship with the Company, (iii) contracts
under which the Company may be required to indemnify customers against third-party claims that a Company product
infringes a patent, copyright, or other intellectual property right and (iv) procurement or license agreements, under
which the Company may be required to indemnify licensors or vendors for certain claims that may be brought against
them arising from the Company’s acts or omissions with respect to the supplied products or technology.
Because any potential obligation associated with these types of contractual provisions are not quantified or stated, the
overall maximum amount of the obligation cannot be reasonably estimated. Historically, the Company has not been
required to make payments under these obligations, and no liabilities have been recorded for these obligations in the
accompanying Condensed Consolidated Balance Sheets.
8. Net Income (Loss) per Common Share
The following table sets forth the computation of basic and diluted net income (loss) per common share for the periods
indicated (in thousands, except per share data):

Three Months
Ended Nine Months Ended

September 24,
2016

September 26,
2015

September 24,
2016

September 26,
2015

Numerator:
Net income (loss) $ 636 $ 922 $(15,919) $ (16,787 )
Denominator:
Weighted-average common shares outstanding used to compute basic
net income (loss) per share 48,773 51,756 48,578 51,814

Effect of dilutive common stock equivalents 536 260 — —
Weighted-average common shares outstanding used to compute
diluted net income (loss) per share 49,309 52,016 48,578 51,814

Basic net income (loss) per common share $ 0.01 $ 0.02 $(0.33 ) $ (0.32 )
Diluted net income (loss) per common share $ 0.01 $ 0.02 $(0.33 ) $ (0.32 )
Potentially dilutive shares, weighted average 3,951 5,244 5,794 6,062
For the three and nine months ended September 26, 2015, unvested restricted stock awards are included in the
calculation of weighted-average common shares outstanding because such shares are participating securities; however,
the impact was immaterial. All restricted stock awards completed their vesting on July 20, 2015.
Potentially dilutive shares have been excluded from the computation of diluted net loss per common share when their
effect is antidilutive. These antidilutive shares were primarily from stock options, restricted stock units and
performance restricted stock awards. For periods presented where the Company reported a net loss, the effect of all
potentially dilutive securities would be antidilutive, and as a result diluted net loss per common share is the same as
basic net loss per common share.
9. Stockholders’ Equity
Equity Incentive Plans
The Company currently maintains two equity incentive plans, the 2002 Stock Plan and the 2010 Equity Incentive
Award Plan (together, the “Plans”). These plans were approved by the stockholders and are described in the Company’s
Form 10-K filed with the SEC on February 26, 2016. The Company also maintains a Long Term Incentive Program,
under the 2010 Equity Incentive Award Plan. Under the Long Term Incentive Program, certain key employees of the
Company are eligible for equity awards based on the Company’s stock price performance. To date, awards granted
under the Plans consist of stock options, restricted stock units ("RSUs"), restricted stock awards ("RSAs"), and
performance restricted stock units ("PRSUs").
Stock Options
During the three and nine months ended September 24, 2016, the Company granted 380,000 stock options at a
weighted-average grant date fair value of $3.29 per share as determined using the Black-Scholes option-pricing
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model. During the three months ended September 24, 2016, no stock options were exercised. During the nine months
ended September 24, 2016, 2,312 stock options were exercised at a weighted-average exercise price of $5.85 per
share. As of September 24, 2016, unrecognized stock-based compensation expense of $3.1 million related to stock
options, net of estimated forfeitures, is expected to be recognized over a weighted-average period of 2.6 years.
Restricted Stock Units
During the three months ended September 24, 2016, 102,200 RSUs were granted with a weighted-average grant date
fair value of $7.84 per share. During the nine months ended September 24, 2016, 1,094,513 RSUs were granted with a
weighted-average grant date fair value of $7.01 per share. During the three months ended September 24, 2016, 58,444
RSUs vested, net of shares withheld at the then-current
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value equivalent to the employees' minimum statutory obligation for applicable income and other employment taxes,
and were converted to an equivalent number of shares of common stock. Taxes withheld from employees of $0.2
million were remitted to the relevant taxing authorities during the three months ended September 24, 2016. During the
nine months ended September 24, 2016, 546,534 RSUs vested, net of shares withheld at the then-current value
equivalent to the employees' minimum statutory obligation for applicable income and other employment taxes, and
were converted to an equivalent number of shares of common stock. Taxes withheld from employees of $1.7 million
were remitted to the relevant taxing authorities during the nine months ended September 24, 2016. As of
September 24, 2016, unrecognized stock-based compensation expense of $14.6 million related to RSUs, net of
estimated forfeitures, was expected to be recognized over a weighted-average period of 2.6 years.
Performance Restricted Stock Units
In 2012, 2013 and 2014, the Company granted PRSUs to its executives with two-year and three-year performance
periods. The performance criterion is based on the relative total shareholder return (“TSR”) of Calix common stock as
compared to the TSR of the Company’s peer group and accounted for as a market condition. The TSR is calculated by
dividing (a) the average closing trading price for the 90-day period ending on the last day of the applicable
performance period by (b) the average closing trading price for the 90-day period immediately preceding the first day
of the applicable performance period. This TSR is then used to derive the achievement ratio, which is then multiplied
by the number of units in the grant to derive the common stock to be issued for each performance period, which may
equal from zero percent (0%) to two hundred percent (200%) of the target award. 
During the three months ended September 24, 2016, no PRSUs were granted to executives. During the nine months
ended September 24, 2016, the Company granted 550,000 PRSUs to its executives with a weighted-average grant date
fair value of $7.42 per share. These particular performance-based awards contain a one-year performance period and a
subsequent two-year service period. The performance target is based on the Company's revenue during the
performance period and accounted for as a performance condition. After the one-year performance period, if the
performance target is met and subject to certification by the Compensation Committee, each PRSU award shall vest in
respect to 50% of the PRSUs subject to the award in February 2017, 25% in February 2018 and 25% in February
2019, subject to the executive’s continuous service with the Company from the grant date through the respective
vesting dates. If the performance target is not met, all PRSUs granted under this award shall be immediately forfeited
and canceled without vesting of any shares.
During the three months ended September 24, 2016, no PRSUs vested and were converted into shares of common
stock. During the nine months ended September 24, 2016, 44,992 PRSUs vested and were converted into 26,557
shares of common stock, net of shares withheld at the then-current value equivalent to the employees' minimum
statutory obligation for applicable income and other employment taxes. Taxes withheld from employees of $0.1
million were remitted to the relevant taxing authorities during the nine months ended September 24, 2016. As of
September 24, 2016, unrecognized stock-based compensation expense of $2.2 million related to PRSUs, net of
estimated forfeitures, is expected to be recognized over a weighted-average period of 1.1 years.
Employee Stock Purchase Plan
The Company’s Amended and Restated Employee Stock Purchase Plan (“ESPP”) allows employees to purchase shares
of the Company’s common stock through payroll deductions of up to 15 percent of their annual compensation subject
to certain Internal Revenue Code limitations. In addition, no participant may purchase more than 2,000 shares of
common stock in each offering period. 
Prior to 2015, the offering periods under the 2010 ESPP are six-month periods commencing on June 1 and December
1 of each year. In January 2015, the Compensation Committee of the Company’s Board of Directors approved a
change in those six-month period commencement dates to November 2 and May 2 of each year, effective November
2, 2015. In July 2016, the Compensation Committee of the Company’s Board of Directors approved a change in those
six-month period commencement dates to May 15 and November 15 of each year, effective May 15, 2017. The ending
date of the ESPP offering period commencing on November 2, 2016 will be extended until May 14, 2017 as a result of
this change. The price of common stock purchased under the plan is 85 percent of the lower of the fair market value of
the common stock on the commencement date and the end date of each six-month offering period. As of
September 24, 2016, there were 635,913 shares available for issuance under the ESPP.
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During the three and nine months ended September 24, 2016, 493,226 shares were purchased under the ESPP. As of
September 24, 2016, unrecognized stock-based compensation expense of $0.2 million related to the ESPP is expected
to be recognized over a remaining service period of 1 month.
Stock-Based Compensation Expense
Stock-based compensation expense associated with stock options, RSUs, PRSUs, RSAs, and purchase rights under the
ESPP is measured at the grant date based on the fair value of the award, and is recognized, net of forfeitures, as
expense over the remaining requisite service period on a straight-line basis.
The Company values RSUs and RSAs at the closing market price of the Company’s common stock on the date of
grant.
Stock-based compensation expense associated with PRSUs with graded vesting features and which contain both a
performance and a service condition is measured based on the closing market price of the Company’s common stock
on the date of grant, and is recognized, net of forfeitures, as expense over the requisite service period using the graded
vesting attribution method. Compensation expense is only recognized if the Company has determined that it is
probable that the performance condition will be met. The Company reassesses the probability of vesting at each
reporting period and adjusts compensation expense based on its probability assessment. The probability of meeting the
performance condition related to PRSUs granted to executives in February 2016 was assessed to be unlikely in prior
quarters, as
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such, no stock-based compensation expense was recognized for this award in prior quarters. Based on the most recent
assessment made by the Company as of September 24, 2016, the performance condition is now determined to be
probable of being met. Accordingly, the corresponding stock-based compensation expense from the grant date to
September 24, 2016 of $1.7 million was recorded during the quarter ended September 24, 2016.
The fair value of PRSUs with a market condition is estimated on the date of award, using a Monte Carlo simulation
model to estimate the TSR of the Company's stock in relation to the peer group over each performance period.
Compensation cost on PRSUs with a market condition is not adjusted for subsequent changes in the Company's stock
performance or the level of ultimate vesting.
Stock Repurchase
On April 26, 2015, the Company's Board of Directors approved a program to repurchase up to $40 million of its
common stock from time to time.
Stock may be purchased under this program in open market or private transactions, through block trades, and/or
pursuant to any trading plan adopted in accordance with Rule 10b5-1 of the Securities Exchange Act of 1934, as
amended ("Exchange Act"). Any open market purchases will be made in accordance with the limitations set out in
Rule 10b-18 of the Exchange Act. The decision to consummate any repurchases (including any decision to adopt a
10b5-1 plan for this purpose) will be made at management’s discretion at prices management considers to be attractive
and in the best interests of the Company and its stockholders.
The stock repurchase commenced in May 2015 and the program was completed in March 2016.
During the nine months ended September 24, 2016, the Company repurchased 1,789,287 shares of common stock for
$12.8 million at an average price of $7.16 per share. The Company has completed the $40 million stock repurchase
program and has repurchased a total of 5,329,817 shares of common stock from May 2015 to March 2016 at an
average price of $7.50 per share. The Company uses the cost method to account for common stock repurchases held in
treasury. The price paid for the stock is charged to the treasury stock account shown separately within stockholders'
equity as a contra-equity account.
10. Accumulated Other Comprehensive Income (Loss)
The table below summarizes the changes in accumulated other comprehensive income (loss) by component for the
periods indicated (in thousands).

Three Months Ended
September 24, 2016 September 26, 2015
Unrealized
Gains
and
Losses
on
Available-for-Sale
Marketable
Securities

Foreign
Currency
Translation
Adjustments

Total

Unrealized
Gains
and
Losses
on
Available-for-Sale
Marketable
Securities

Foreign
Currency
Translation
Adjustments

Total

Balance at beginning of period $12 $ (142 ) $(130) $(22) $ 157 $135
Other comprehensive income (loss) (9 ) (87 ) (96 ) 30 (196 ) (166 )
Balance at end of period $3 $ (229 ) $(226) $8 $ (39 ) $(31 )

Nine Months Ended
September 24, 2016 September 26, 2015
Unrealized
Gains
and
Losses
on
Available-for-Sale

Foreign
Currency
Translation
Adjustments

Total Unrealized
Gains
and
Losses
on
Available-for-Sale

Foreign
Currency
Translation
Adjustments

Total
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Marketable
Securities

Marketable
Securities

Balance at beginning of period $(94) $ (101 ) $(195) $(58) $ 138 $80
Other comprehensive income (loss) 97 (128 ) (31 ) 66 (177 ) (111 )
Balance at end of period $3 $ (229 ) $(226) $8 $ (39 ) $(31)
Realized gains and losses on sales of available-for-sale marketable securities, if any, are reclassified from accumulated
other comprehensive income (loss) to "Other income (expense)" in the accompanying Condensed Consolidated
Statements of Comprehensive Income (Loss).
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11. Credit Facility
The Company had a revolving credit facility ("Prior Credit Facility") of $30.0 million with Silicon Valley Bank based
upon a percentage of eligible accounts receivable, which matured on June 30, 2013. After the Prior Credit Facility
matured on June 30, 2013, the Company cash collateralized any outstanding letters of credit with Silicon Valley
Bank. During the first quarter of 2015, Silicon Valley Bank subsequently released the $0.3 million cash restricted for
collateralizing the outstanding letters of credit reported as "restricted cash" in the Company's Consolidated Balance
Sheet as of December 31, 2014.
The Company entered into a credit agreement with Bank of America, N.A. on July 29, 2013 (as amended on
December 23, 2015, the “Credit Agreement”). The Credit Agreement is structured such that other financial institutions
can at a later time become party to the Credit Agreement through an amendment via a syndication process
(collectively, together with Bank of America, N.A., the "Lenders"). The Credit Agreement provides for a revolving
facility in the aggregate principal amount of up to $50.0 million, with any borrowings limited to a maximum
consolidated leverage ratio of consolidated funded indebtedness to consolidated EBITDA (as defined in the Credit
Agreement). In addition, the Credit Agreement includes a $20.0 million sublimit for the issuance of letters of credit
and a $10.0 million sublimit for a swingline facility. Subject to customary conditions, up to $25.0 million of the
revolving facility may be converted to a term loan facility at any time prior to the maturity of the revolving facility.
The revolving facility matures on September 30, 2018. The credit facility is secured by substantially all of the assets
of the Company, including its intellectual property. Proceeds of the credit facility may be used for general corporate
purposes and permitted acquisitions.
Loans under the credit facility bear interest at an annual rate equal to the base rate plus 0.75% to 1.25% or LIBOR
plus 2.00% to 2.50% based on a consolidated leverage ratio of consolidated funded indebtedness to consolidated
EBITDA (as defined in the Credit Agreement). Interest on the revolving facility is due quarterly, and any outstanding
interest and principal is due on the maturity date of the revolving facility. The Company is required to repay principal
on a term loan in twenty equal quarterly payments from the date the Company enters into a term loan, and all
outstanding principal and accrued interest is due on the revolving facility maturity date. Swingline loans must be
repaid on the earlier of (i) ten business days after a loan is made and (ii) the revolving facility maturity date. The
Company is also required to pay commitment fees of 0.25% per year on any unused portions of this facility.
The credit facility includes affirmative and negative covenants applicable to the Company that are typical for credit
facilities of this type. Furthermore, the Credit Agreement requires us to maintain certain financial covenants, including
a maximum consolidated leverage ratio, and a minimum consolidated liquidity ratio of cash, cash equivalents and
accounts receivable to consolidated funded indebtedness. As of September 24, 2016, the Company was in compliance
with these requirements. The credit facility also includes customary events of default, the occurrence and continuation
of which would provide the Lenders with the right to demand immediate repayment of any principal and unpaid
interest under the credit facility, and to exercise remedies against us and the collateral securing the loans under the
credit facility.
As of September 24, 2016, no revolving loans were drawn under the Credit Agreement, as amended.
The Company incurred debt issuance costs that were directly attributable to the original issuance and amendment of
this credit facility of $0.3 million in 2013 and $0.1 million in 2015, respectively. These costs are amortized over the
extended term of the credit facility. As of September 24, 2016, the unamortized balance of debt issuance costs
were $145.1 thousand, of which $72.6 thousand were included within "Prepaid expenses and other current assets" and
$72.6 thousand were included within "Other assets" in the Company's Condensed Consolidated Balance Sheets.
12. Income Taxes
The following table presents the provision for income taxes from continuing operations and the effective tax rates for
the periods indicated (in thousands, except percentages):

Three Months Ended Nine Months Ended
September 24,
2016

September 26,
2015

September 24,
2016

September 26,
2015

Provision for income taxes $209 $ 185 $454 $ 378
Effective tax rate 24.7 % 16.7 % (2.9 )% (2.3 )%
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The income tax provision for the three and nine months ended September 24, 2016 and September 26, 2015 consisted
primarily of foreign income taxes. The effective tax rate for the three and nine months ended September 24, 2016 and
September 26, 2015 was determined using an estimated annual effective tax rate adjusted for discrete items, if any,
that occurred during the respective periods. The Company’s effective tax rate for the three and nine months ended
September 24, 2016 and September 26, 2015 is impacted by the change in foreign income tax expense.
Deferred tax assets are recognized if realization of such assets is more likely than not. The Company has established
and continues to maintain a full valuation allowance against its net deferred tax assets, with the exception of certain
foreign deferred tax assets, as the Company does not believe that realization of those assets is more likely than not.
Our effective tax rate may be subject to fluctuation during the year as new information is obtained, which may affect
the assumptions used to estimate the annual effective tax rate, including factors such as the mix of forecasted pre-tax
earnings in the various jurisdictions in which we operate, valuation allowances against deferred tax assets, the
recognition or de-recognition of tax benefits related to uncertain tax positions, and changes in or the interpretation of
tax laws in jurisdictions where we conduct business.
ITEM 2.Management’s Discussion and Analysis of Financial Condition and Results of Operations
This report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act and
Section 21E of the Securities and Exchange Act of 1934, as amended. All statements other than statements of
historical facts are “forward-looking statements” for purposes of these provisions, including any projections of earnings,
revenues or other financial items, any statement of or concerning the
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following: the plans and objectives of management for future operations, proposed new products or licensing, product
development, anticipated customer demand or capital expenditures, future economic and/or market conditions or
performance, and assumptions underlying any of the above. In some cases, forward-looking statements can be
identified by the use of terminology such as “may,” “will,” “expects,” “believes,” “intends,” “plans,” “anticipates,” “estimates,”
“potential,” or “continue” or the negative thereof or other comparable terminology. Although we believe that the
expectations reflected in the forward-looking statements contained herein are reasonable, there can be no assurance
that such expectations or any of the forward-looking statements will prove to be correct, and actual results could differ
materially from those projected or assumed in the forward-looking statements. Our future financial condition and
results of operations, as well as any forward-looking statements, are subject to inherent risks and uncertainties,
including those identified in the Risk Factors discussed in Part II, Item 1A, in the discussion below, as well as in other
sections of this report and in our Annual Report on Form 10-K for the fiscal year ended December 31, 2015. All
forward-looking statements and reasons why results may differ included in this report are made as of the date hereof,
and we assume no obligation to update these forward-looking statements or reasons why actual results might differ.
Overview
We are a leading global provider of broadband communications access systems and software for fiber- and
copper-based network architectures that enable communications service providers to connect to their residential and
business subscribers. We enable CSPs to provide a wide range of revenue-generating services, from basic voice and
data to advanced broadband services, over legacy and next-generation access networks. We focus solely on CSP
access networks, the portion of the network that governs available bandwidth and determines the range and quality of
services that can be offered to subscribers. We develop and sell carrier-class hardware and software products, which
we refer to as the Unified Access portfolio, that are designed to enhance and transform CSP access networks to meet
the changing demands of subscribers rapidly and cost-effectively.
We market our access systems and related software to CSPs globally through our direct sales force as well as a
growing number of resellers. At the end of the third quarter of 2016, over 22 million ports of our Unified Access
portfolio have been deployed at a growing number of CSPs worldwide, whose networks serve over 100 million
subscriber lines in total. Our customers include many of the world's largest communications providers. In addition, we
have over 1,200 customers who have deployed gigabit passive optical network, Active Ethernet and point-to-point
Ethernet fiber access networks.
Our revenue was $121.2 million and $327.0 million for the three and nine months ended September 24, 2016,
respectively, compared to $112.3 million and $302.5 million for the three and nine months ended September 26, 2015.
Our revenue levels and continued revenue growth will depend on our ability to continue to sell our access systems and
software to existing customers and to attract new customers, including in particular, large CSPs and customers in
international markets. Since 2015, we have seen increased market demand for turnkey solutions that include
professional services together with equipment and materials, including a project we commenced in 2015 with one of
our existing customers that has continued to ramp up during the third quarter of 2016 and other smaller professional
services projects. Revenue for such projects are generally recognized only when project requirements are completed,
typically over longer periods depending on the nature and scope of the project. Similarly, some of the costs incurred
by us in the delivery of professional services, including labor and related costs, are deferred and recognized to cost of
revenue when the associated revenue is recognized.
Revenue fluctuations result from many factors, including but not limited to: increases or decreases in customer orders
for our products and services, customer purchase agreements with provisions that delay revenue recognition, varying
budget cycles and seasonal buying patterns of our customers. More specifically, our customers tend to spend less in
the first fiscal quarter as they are finalizing their annual budgets and in certain regions customers are also challenged
by winter weather conditions that inhibit fiber deployment in the outside plant. Our revenue levels are also dependent
upon our customers’ timing of purchases and capital expenditure plans, including expenditure plans for turnkey
solutions projects, which are generally non-recurring in nature. As of September 24, 2016, our deferred revenue of
$36.1 million primarily included extended warranty services contracts that are recognized ratably over the period
during which the services are to be performed, as well as those relating to turnkey projects that are recognized only
upon acceptance by customers. The timing of recognition of deferred revenue may cause significant fluctuations in
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our revenue and operating results from period to period. For the three and nine months ended September 24, 2016, we
had a net income of $0.6 million and a net loss of $15.9 million, respectively, compared to a net income of $0.9
million and a net loss of $16.8 million for the three and nine months ended September 26, 2015, respectively. Since
our inception we have incurred significant losses and, as of September 24, 2016, we had an accumulated deficit of
$572.8 million.
Cost of revenue is strongly correlated to revenue and tends to fluctuate from all of the above factors that could impact
revenue. Other factors that impact cost of revenue include: changes in the mix of products delivered, increases in
services as a mix of total revenue as well as timing of completion of professional services project requirements,
customer location, changes in product warranty cost, changes in the cost of our inventory and inventory write-downs.
Cost of revenue includes fixed expenses related to our internal operations, which could impact our cost of revenue as a
percentage of revenue if there are large fluctuations in revenue.
Our gross profit and gross margin have been, and will likely continue to be, impacted by several factors, including
new product introduction or upgrades to existing products, changes in customer mix, changes in the mix of products
demanded and sold (and any related write-downs of existing inventory), increases in mix of revenue from channel
sales rather than direct sales, shipment volumes and any related volume discounts, changes in our product costs,
changes in product warranty costs, changes in pricing and the extent of customer rebates and incentive programs. Our
gross margin could increase due to favorable changes in these factors, for example, increases in sales of our advanced
E-Series access systems, new introductions of our GigaFamily products and reductions in the impact of rebate or
similar programs. Our gross margin could decrease due to unfavorable changes in factors such as increased product
costs, pricing decreases due to competitive pressure and unfavorable customer or product mix. Changes in these
factors could have a material impact on our future average selling prices and unit costs. Services revenues typically
have higher associated costs and lower margins and we expect that an increase in services as a mix of total revenue
would result in lower gross margins. In addition, we expect costs associated with our turnkey professional services
projects to
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be relatively higher as we ramp up our professional services business to meet demand for turnkey professional
services solutions. Gross margins for turnkey professional services projects may also be impacted due to higher than
anticipated costs and project delays. Moreover, to the extent that deferred cost of revenue particularly relating to the
professional services portion of turnkey projects is determined to be unrecoverable, we adjust deferred cost of revenue
with a charge to cost of revenue in the current period. The timing of our recognition of deferred revenue and related
deferred costs could also have a material impact on our gross profit and gross margin results. The timing of
recognition and the relative size of these arrangements could cause large fluctuations in our gross profit from period to
period. Additionally, our gross margin could be impacted by inventory write-downs.
Our operating expenses have fluctuated based on the following factors: changes in headcount and personnel costs,
timing of variable compensation expenses due to fluctuations in order volumes, timing of research and development
expenses including prototype builds and outsourced development projects, fluctuations in stock-based compensation
expenses due to fluctuations in equity grants or other factors affecting vesting, changes in acquisition-related
expenses, and timing of legal fees and other expenses incurred in connection with the Occam litigation. In particular,
in September 2016, we accrued litigation settlement gain of $4.5 million as a reduction in operating expense for
recoveries made in settling Occam litigation. We have incurred increased compensation costs due to the additional
headcount. We anticipate that our operating expenses will increase in absolute dollar amounts but will decline as a
percentage of revenue over time.
As a result of the fluctuations described above and a number of other factors, many of which are outside our control,
our quarterly operating results fluctuate from period to period. Comparing our operating results on a period-to-period
basis may not be meaningful, and you should not rely on our past results as an indication of our future performance.
Critical Accounting Policies and Estimates
Our financial statements are prepared in accordance with U.S. GAAP. These accounting principles require us to make
certain estimates and judgments that can affect the reported amounts of assets and liabilities as of the date of the
financial statements, as well as the reported amounts of revenue and expenses during the periods presented.
Management bases its estimates, assumptions and judgments on historical experience and on various other factors that
are believed to be reasonable under the circumstances. To the extent there are material differences between these
estimates and actual results, our financial statements will be affected. Our management evaluates its estimates,
assumptions and judgments on an ongoing basis.
Our critical accounting policies and estimates are described under “Critical Accounting Policies and Estimates” in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in our Annual
Report on Form 10-K for the year ended December 31, 2015. During the nine months ended September 24, 2016,
there have been no significant changes in our critical accounting policies and estimates.
Recent Accounting Pronouncements
See Note 2 to the unaudited condensed consolidated financial statements set forth in Part I, Item 1 of this report for a
full description of recent accounting pronouncements, including the expected dates of adoption and estimated effects
on results of operations and financial condition, which is incorporated herein by reference.
Results of Operations
Comparison of the Three and Nine Months Ended September 24, 2016 and September 26, 2015 
Revenue
The following table sets forth our revenue (in thousands, except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

Revenue $121,187 $ 112,297 $ 8,890 8 % $326,987 $ 302,464 $24,523 8 %
Our revenue increased to $121.2 million for the three months ended September 24, 2016, from $112.3 million for the
three months ended September 26, 2015. Our revenue increased to $327.0 million for the nine months ended
September 24, 2016, from $302.5 million for the nine months ended September 26, 2015. We experienced stronger
bookings and shipments in certain territories during those 2016 fiscal periods, compared to the same periods in fiscal
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2015 mainly due to increased customer demand and partly attributed to the mix of product and service offerings led by
the ramp of revenue associated with our turnkey projects. This was partially offset by lower revenue derived from
contracts funded by the Broadband Stimulus Programs under the American Recovery and Reinvestment Act of 2009
as we completed and closed our existing contracts. The extended date for completion of projects funded under the
Broadband Initiatives Program, which is administered by the RUS, ended on July 31, 2015.
Our revenue is principally derived in the United States. During the three and nine months ended September 24, 2016,
revenue generated in the United States was $111.8 million and $298.8 million, respectively, and represented
approximately 92% and 91% of our total revenue, compared to $97.9 million and $270.4 million, respectively, or
approximately 87% and 89% of our total revenue for the same periods in 2015. International revenue was $9.4 million
and $28.1 million or approximately 8% and 9% of our total revenue for the three and
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nine months ended September 24, 2016, respectively, compared to $14.4 million and $32.0 million, or approximately
13% and 11% of our total revenue for the same periods in 2015.
We had two customers representing more than 10% of revenue during the three months ended September 24, 2016.
See Note 2 to the unaudited condensed consolidated financial statements set forth in Part I, Item 1 of this report for
more details on concentration of revenue for the periods presented.
Cost of Revenue and Gross Profit
The following table sets forth our cost of revenue (in thousands, except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

Cost of revenue:
Products and services $66,830 $ 57,096 $9,734 17  % $174,665 $ 152,308 $22,357 15  %
Amortization of
intangible assets 813 2,088 (1,275 ) (61 )% 3,290 6,264 (2,974 ) (47 )%

Total cost of revenue $67,643 $ 59,184 $8,459 14  % $177,955 $ 158,572 $19,383 12  %
Gross profit $53,544 $ 53,113 $431 1  % $149,032 $ 143,892 $5,140 4  %
Gross margin 44 % 47 % 46 % 48 %
The increase in cost of product and services revenue by $9.7 million and $22.4 million during the three and nine
months ended September 24, 2016 compared with the corresponding period in fiscal 2015 was primarily attributed to
an increase in product cost of revenue of $4.1 million and $12.7 million for those respective periods mainly due to
higher shipments. Our professional services cost of revenue also increased by $4.6 million and $9.2 million for those
respective periods as we continue to ramp up our professional services business to meet demand for turnkey
professional services solutions. Additionally, our warranty costs also increased by approximately $2.4 million and
$3.4 million for those respective periods primarily driven by certain warranty charges for two specific product
families. This was partially offset by a decrease in inventory write-downs attributed to slow moving inventories by
approximately $2.0 million and $3.2 million for those respective periods.
Amortization of intangible assets decreased by $1.3 million and $3.0 million during the three and nine months ended
September 24, 2016 compared with the corresponding periods in fiscal 2015 as one intangible asset reached
completion of its amortization period before the end of the first quarter of fiscal 2016. Hence, we have a shorter
amortization period for that particular intangible asset during those fiscal 2016 periods as compared with full
amortization during the same periods in fiscal 2015.
Including amortization of intangible assets, gross margin decreased to 44% and 46% during the three and nine months
ended September 24, 2016, from 47% and 48% during the corresponding periods in fiscal 2015. The decrease in gross
margin during the three and nine months ended September 24, 2016 was primarily attributed to lower margins in
services revenue. Services revenue typically have higher associated costs and lower margins. The decrease in gross
margin was partially offset by the impact of lower amortization of intangible assets during the three and nine months
ended September 24, 2016 compared with the corresponding periods in fiscal 2015.
Operating Expenses
Research and Development Expenses
The following table sets forth our research and development expenses (in thousands, except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

Research and
development $28,119 $ 22,120 $ 5,999 27 % $75,925 $ 66,885 $ 9,040 14 %

Percent of total revenue 23 % 20 % 23 % 22 %
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The increase in research and development expenses by $6.0 million and $9.0 million during the three and nine months
ended September 24, 2016 compared with the corresponding periods in fiscal 2015 was primarily due to an increase in
compensation and employee benefits of $2.3 million and $3.9 million, respectively. We increased our research and
development efforts to support our growing product portfolio, strategic investment in new solutions, including next
generation solutions and new customer segments, and international market expansion, hence, we increased our
research and development workforce by hiring new full time employees which led to higher compensation cost.
Professional services expenses mainly relating to outside development services also increased by $2.1 million and
$3.2 million during the three and nine months ended September 24, 2016, respectively, compared with the
corresponding periods in fiscal 2015 primarily due to relatively larger scale consulting projects. Expenditures relating
to prototype and expendable equipment used for research and development activities also increased by approximately
$0.8 million and $2.0 million for those respective periods. Additionally, stock-based compensation expense related to
research and development employees also increased by approximately $0.6 million during the three months ended
September 24, 2016 compared with the corresponding period in fiscal 2015 primarily due to performance-based
executive
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equity awards granted in 2016. During the nine months ended September 24, 2016, stock-based compensation expense
related to research and development employees was relatively flat as the increase attributed to performance-based
executive equity awards granted in 2016 was substantially offset by the impact of equity awards that completed
vesting in 2015.
We are continuing our strategic investments in our Unified Access portfolio. We intend to continue to invest in
research and development to support our systems and software platforms in anticipation of expected growth
opportunities.
Sales and Marketing Expenses
The following table sets forth our sales and marketing expenses (in thousands, except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

Sales and marketing $20,575 $ 18,424 $ 2,151 12 % $58,850 $ 57,398 $ 1,452 3 %
Percent of total revenue 17 % 16 % 18 % 19 %
The increase in sales and marketing expenses by $2.2 million and $1.5 million during the three and nine months ended
September 24, 2016, respectively, compared with the corresponding periods in fiscal 2015 was partially due to $0.2
million and $1.1 million increase in commissions for those respective periods attributed to higher shipments. Expenses
relating to marketing events, trade shows and product giveaways also increased by $0.3 million and $0.6 million
during the three and nine months ended September 24, 2016 compared with the corresponding periods in fiscal 2015.
Additionally, stock-based compensation expense related to sales and marketing employees also increased by
approximately $1.0 million during the three months ended September 24, 2016 compared with the corresponding
period in fiscal 2015 primarily due to performance-based executive equity awards granted in 2016. During the nine
months ended September 24, 2016, stock-based compensation expense related to sales and marketing employees
decreased by $0.4 million as the increase attributed to performance-based executive equity awards granted in 2016
was more than offset by the impact of equity awards that completed vesting in 2015.
We expect to continue our investments in sales and marketing in order to extend our market reach and grow our
business in support of our key strategic initiatives.
General and Administrative Expenses
The following table sets forth our general and administrative expenses (in thousands, except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

General and
administrative $8,615 $ 9,140 $ (525 ) (6 )% $32,940 $ 28,728 $ 4,212 15 %

Percent of total revenue 7 % 8 % 10 % 9 %
General and administrative expenses decreased by $0.5 million during the three months ended September 24, 2016
and increased by $4.2 million during the nine months ended September 24, 2016 compared with the corresponding
periods in fiscal 2015, primarily due to professional services which decreased by $0.9 million and increased by $2.7
million for those respective periods. This was mainly attributed to a $0.7 million decrease and $3.6 million increase in
legal fees and expenses during those respective periods related to defense costs in the Occam litigation that were not
reimbursable under our Directors & Officers liability insurance or were otherwise in excess of the insurance coverage,
partially offset by lower consulting and contracted labor services which decreased by $0.7 million during the nine
months ended September 24, 2016. Additionally, our compensation and employee benefits also increased by $0.4
million and $1.6 million during the three and nine months ended September 24, 2016 compared with the same periods
in fiscal 2015 mainly relating to increases in headcount.
Amortization of Intangible Assets
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The following table sets forth our amortization of intangible assets included in operating expenses (in thousands,
except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

Amortization of intangible
assets $— $ 2,552 $(2,552) (100 )% $1,701 $ 7,656 $(5,955) (78 )%

Percent of total revenue —% 2 % 1 % 3 %
The decrease in amortization of intangible assets by $2.6 million and $6.0 million during the three and nine months
ended September 24, 2016 compared with the corresponding periods in fiscal 2015 was due to an intangible asset that
had reached completion of its amortization period before the end of the first quarter of fiscal 2016. Hence, we have a
shorter amortization period for that particular intangible asset in fiscal 2016 periods as compared with full
amortization during the same periods in fiscal 2015.
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Litigation Settlement Gain
The following table sets forth our litigation settlement gain (in thousands, except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

Litigation settlement
gain $(4,500) $ — $(4,500) 100 % $(4,500) $ — $(4,500) 100 %

Percent of total revenue (4 )% — % (1 )% — %
During the three and nine months ended September 24, 2016, we recognized litigation settlement gain of $4.5 million
as a reduction to operating expense. This litigation settlement gain consisted of a litigation settlement accrual of $4.5
million in partial recovery of out-of-pocket costs incurred by the Company related to Occam litigation which is
disclosed and described in further detail in Note 7 to the unaudited condensed consolidated financial statements.
Provision for Income Taxes
The following table sets forth our provision for income taxes (in thousands, except percentages):

Three Months Ended Nine Months Ended

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

September 24,
2016

September 26,
2015

Variance
in
Dollars

Variance
in
Percent

Provision for income taxes $209 $ 185 $ 24 13 % $454 $ 378 $ 76 20 %
Effective tax rate 24.7 % 16.7 % (2.9 )% (2.3 )%
The income tax provision for the three and nine months ended September 24, 2016 and September 26, 2015 consisted
primarily of foreign income taxes. The effective tax rate for the three and nine months ended September 24, 2016 and
September 26, 2015 was determined using an estimated annual effective tax rate adjusted for discrete items, if any,
that occurred during the respective periods. The Company’s effective tax rate for the three and nine months ended
September 24, 2016 and September 26, 2015 is impacted by the change in foreign income tax expense.
Deferred tax assets are recognized if realization of such assets is more likely than not. The Company has established
and continues to maintain a full valuation allowance against its net deferred tax assets, with the exception of certain
foreign deferred tax assets, as the Company does not believe that realization of those assets is more likely than not.
Our effective tax rate may be subject to fluctuation during the year as new information is obtained, which may affect
the assumptions used to estimate the annual effective tax rate, including factors such as the mix of forecasted pre-tax
earnings in the various jurisdictions in which we operate, valuation allowances against deferred tax assets, the
recognition or de-recognition of tax benefits related to uncertain tax positions, and changes in or the interpretation of
tax laws in jurisdictions where we conduct business.
Liquidity and Capital Resources
We have funded our operations and investing activities primarily through cash generated from operations. At
September 24, 2016, we had cash, cash equivalents and marketable securities of $61.3 million, which consisted of
deposits held at banks, money market mutual funds held at major financial institutions and highly liquid marketable
securities such as corporate debt instruments and U.S. government agency securities. This includes $5.7 million of
cash held by our foreign subsidiaries. Our current intent is to permanently reinvest our earnings from foreign
operations outside the U.S., and our current plans do not demonstrate a need to repatriate the earnings from foreign
operations to fund our U.S. operations.
Operating Activities
Net cash provided by operations of $5.3 million in the nine months ended September 24, 2016 consisted of a net loss
of $15.9 million and $0.8 million of cash flow decreases reflected in the net change in assets and liabilities, more than
offset by $22.0 million of non-cash charges. Cash flow decreases resulting from the net change in assets and liabilities
primarily consisted of a $10.1 million increase in accounts receivable mainly due to higher revenue in 2016, a $6.1
million increase in prepaid expenses and other assets mainly due to litigation settlement gain accrual, a $5.4 million
net decrease in deferred revenue and deferred cost of revenue as a result of revenue and cost recognition for previous
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shipments related to certain turnkey projects and RUS-funded contracts, and a $0.4 million decrease in accounts
payable primarily due to the timing of inventory receipts and payments to our manufacturers. This was partially offset
by a $13.7 million increase in accrued expenses and other liabilities primarily due to the timing of our payroll, sales
commissions and other expenses accruals and payout, and a $7.5 million decrease in inventories primarily due to
higher inventory turnover. Non-cash charges primarily consisted of $10.4 million of stock-based compensation, $5.0
million of amortization of intangible assets, $6.3 million of depreciation and amortization and $0.3 million of
amortization of premiums related to available-for-sale securities.
Net cash used in operations of $1.2 million in the nine months ended September 26, 2015 consisted of a net loss of
$16.8 million and $17.2 million of cash flow decreases reflected in the net change in assets and liabilities, partially
offset by $32.8 million of non-cash charges. Cash flow decreases resulting from the net change in assets and liabilities
primarily consisted of a $17.4 million increase in accounts
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receivable, a $6.8 million decrease in accounts payable due to payments to our manufacturers, and a $1.3 million
decrease in accrued expenses and other liabilities primarily due to the timing of our sales commissions payout. This
was partially offset by a $3.0 million decrease in inventories primarily due to higher inventory turnover, a $4.2 million
decrease in prepaid expenses and other assets, a release of $0.3 million restricted cash previously used to collateralize
outstanding letters of credit with Silicon Valley Bank, and a $0.8 million net increase in deferred revenue and deferred
cost of revenue as a result of certain RUS-funded and BBS contracts recognized during the period. Non-cash charges
primarily consisted of $13.9 million of amortization of intangible assets, $10.6 million of stock-based compensation,
$7.6 million of depreciation and amortization and $0.7 million of amortization of premiums related to
available-for-sale securities.
Investing Activities
Net cash provided by investing activities of $14.8 million in the nine months ended September 24, 2016 consisted of
$20.2 million in maturities of marketable securities, partially offset by $5.4 million in capital expenditures for
purchases of test equipment, computer equipment and software.
Our cash used in investing activities of $1.4 million in the nine months ended September 26, 2015 consisted of $5.9
million in capital expenditures for purchases of test equipment, computer equipment and software, partially offset by
$4.5 million in net maturities of marketable securities, which provide higher yields than money market funds.
Financing Activities
Net cash used in financing activities of $11.7 million in the nine months ended September 24, 2016 primarily
consisted of $12.8 million in repurchases of common stock and $1.8 million in payment of payroll taxes for the
vesting of awards under equity incentive plans, offset by $2.9 million of proceeds from the issuance of common stock
under the employee stock purchase plan (“ESPP”) and $14.0 thousand in proceeds from the exercises of stock options.
Net cash used in financing activities of $9.7 million in the nine months ended September 26, 2015 consisted of $11.1
million repurchases of common stock and $2.1 million in payment of payroll taxes for the vesting of awards under
equity incentive plans, offset by $2.9 million of proceeds from the issuance of common stock under the ESPP and
$0.6 million in proceeds from the exercises of stock options.
Stock Repurchase Program
On April 26, 2015, our Board of Directors approved a program to repurchase up to $40 millioONT FACE="TIMES
NEW ROMAN, TIMES, SERIF" SIZE="2">Book value per share

  $20.86    $17.23  
Less accumulated other comprehensive income

    2.60      .95   
Book value, excluding accumulated other comprehensive income, per share (a non-GAAP financial measure)

  $18.26    $16.28  

OTHER MATTERS

Management knows of no other matters which may be presented at the Annual Meeting. If any other matters should properly come before the
meeting, the persons named in the enclosed form of proxy will vote in accordance with their best judgment on such matters.

By Order of the Board of Directors

Karl W. Kindig
Secretary

March   , 2012
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ii

AMENDED AND RESTATED SECTION 382 RIGHTS AGREEMENT

This Amended and Restated Section 382 Rights Agreement, dated as of December 6, 2011 (as amended, supplemented or otherwise modified
from time to time, the �Rights Agreement�) between CNO Financial Group, Inc., a Delaware corporation (the �Company�), and American Stock
Transfer & Trust Company, LLC, as rights agent (the �Rights Agent�), amends and restates that certain Section 382 Rights Agreement, dated
January 20, 2009 (the �Original Rights Agreement�) between the Company and the Rights Agent.

WHEREAS, (a) the Company and certain of its Subsidiaries (as defined below) have generated net operating losses for United States federal
income tax purposes (�NOLs�); (b) such NOLs may potentially provide valuable Tax Benefits (as defined below) to the Company; (c) the
Company desires to avoid an �ownership change� within the meaning of Section 382 (as defined below), and thereby preserve the ability to utilize
such Tax Benefits; and (d) in furtherance of such objective, the entered into the Original Rights Agreement;

WHEREAS, in connection with the adoption of the Original Rights Agreement, the Board of Directors of the Company on January 20, 2009
authorized and declared a dividend of one preferred share purchase right (a �Right�) for each share of Common Stock (as defined below) of the
Company outstanding as of the Close of Business (as defined below) on January 30, 2009 (the �Record Date�), each Right representing the right to
purchase one one-thousandth (subject to adjustment) of a share of Preferred Stock (as defined below), upon the terms and subject to the
conditions set forth in the Original Rights Agreement, and the Board of Directors further authorized and directed the issuance of one Right
(subject to adjustment as provided herein) with respect to each share of Common Stock that shall become outstanding between the Record Date
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and the earlier of the Distribution Date and the Expiration Date (as such terms are hereinafter defined); provided, however, that Rights may be
issued with respect to shares of Common Stock that shall become outstanding after the Distribution Date and prior to the Expiration Date in
accordance with Section 22;

WHEREAS, the Board of Directors has determined it is in the best interests of the Company and its stockholders to extend the term of the
Original Rights Agreement and to amend certain other provisions therein; and

WHEREAS, pursuant to Section 27 of the Original Rights Agreement, the Board of Directors has authorized and approved the amendment and
restatement of the Original Rights Agreement, and an appropriate officer of the Company has delivered a certificate to the Rights Agent in
accordance with Section 27 of the Original Rights Agreement.

NOW THEREFORE, in consideration of the premises and the mutual agreements herein set forth, the parties hereby agree as follows:

Section 1. Certain Definitions. For purposes of this Rights Agreement, the following terms have the meaning indicated:

(a)  �Acquiring Person� shall mean any Person (as defined below) who is or shall have become a Threshold Holder (as defined below), whether or
not such Person continues to be a Threshold Holder, but shall not include (i) an Exempted Person (as defined below), or (ii) any Grandfathered
Person (as defined below); provided, however, that a Person will not be deemed to have become an Acquiring Person solely as a result of (x) a
reduction in the number of shares of Common Stock or any other class of Company 382 Securities outstanding, (y) the exercise of any options,
warrants, rights or similar interests (including restricted stock) granted by the Company to its directors, officers and employees, or (z) any
unilateral grant of any security by the Company, unless and until such time as such Person thereafter acquires beneficial ownership of any
additional shares of Common Stock or additional shares of any class of Company 382 Securities (other than Common Stock), as applicable.
Notwithstanding the foregoing, the Board of Directors may, in its sole discretion, determine that any Person shall not be deemed to be an
�Acquiring Person� for any purposes of this Rights Agreement.

1

(b)  �Affiliate� and �Associate� shall mean, with respect to any Person, any other Person whose common stock would be deemed to be (i)
constructively owned by such first Person, or (ii) otherwise aggregated with the shares owned by such first Person (other than aggregation solely
by reason of such shares being part of the same �public group� as defined under Treasury Regulation Section 1.382-2T(f)(13), in each case
pursuant to the provisions of Section 382, or any successor or replacement provision, and the Treasury Regulations promulgated thereunder.

(c)  �Approved Acquisition� shall mean (i) any acquisition of Company 382 Securities that would cause a Person to qualify as a Threshold Holder
and that is approved in advance by the Board of Directors, or (ii) a conversion (or other exchange) of Company 382 Securities for other
Company 382 Securities where such conversion (or other exchange) does not increase the Beneficial Ownership in the Company by any Person
for purposes of Section 382.

(d)  Except as may expressly be set forth elsewhere herein, a Person shall be deemed the �Beneficial Owner� of, shall be deemed to have
�Beneficial Ownership� of and shall be deemed to �Beneficially Own� any securities which such Person: (i) directly owns, or (ii) would be deemed
to own constructively pursuant to Section 382 and the Treasury Regulations promulgated thereunder (including as a result of the deemed
exercise of an �option� pursuant to Treasury Regulation Section 1.382-4(d) and including, without duplication, Company 382 Securities, as
applicable, owned by any Affiliate or Associate of such Person); provided, that, a Person shall not be treated as �Beneficially Owning� Company
382 Securities pursuant to clause (i) above to the extent that such Person is acting solely in a fiduciary capacity in respect of such Company 382
Securities and does not have the right to receive or the power to direct the receipt of dividends from, or the proceeds from the sale of, Company
382 Securities.

(e)  �Book Entry� shall mean an uncertificated book entry for the shares of Common Stock.

(f)  �Business Day� shall mean any day other than a Saturday, a Sunday, or a day on which banking institutions in the State of Indiana, or the State
in which the principal office of the Rights Agent is located, are authorized or obligated by law or executive order to close.

(g)  �Close of Business� on any given date shall mean 5:00 P.M., New York, New York time, on such date; provided, however, that if such date is
not a Business Day it shall mean 5:00 P.M., New York, New York time, on the next succeeding Business Day.

(h)  �Code� shall mean the Internal Revenue Code of 1986, as amended from time to time, or any comparable successor statute.
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(i)  �Common Stock� when used with reference to the Company shall mean the common stock, par value $0.01 per share, of the Company.
�Common Stock� when used with reference to any Person other than the Company shall mean the capital stock (or, in the case of an entity other
than a corporation, the equivalent equity interest) with the greatest voting power of such other Person or, if such other Person is a Subsidiary of
another Person, the Person or Persons which ultimately control such first-mentioned Person.

(j)  �Company 382 Securities� shall mean the Common Stock of the Company and any other interest that would be treated as �stock� of the
Company for purposes of Section 382 (including pursuant to Treasury Regulation Section 1.382-2T(f)(18)).

(k)  �Exchange Act� shall mean the Securities Exchange Act of 1934, as amended.

(l)  �Exempted Person� shall mean (i) the Company, (ii) any Subsidiary (as defined below) of the Company, (in the case of subclauses (i) and (ii)
including, without limitation, in its fiduciary capacity), (iii) any employee benefit plan or compensation arrangement of the Company or of any
Subsidiary of the Company (iv) any entity or trustee holding (or acting in a fiduciary capacity in respect of) Company 382 Securities to the
extent organized, appointed or established by the Company or any Subsidiary of the Company for or pursuant to the terms of any such plan or
for the purpose of funding any such employee benefit plan or compensation arrangement, (v) any Person (together with its Affiliates and
Associates) whose
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status as a Threshold Holder will, in the sole judgment of the Board of Directors, not jeopardize or endanger the availability to the Company of
its NOL carryforwards to be used to offset its taxable income in such year or future years (but in the case of any Person determined by the Board
of Directors to be an Exempted Person pursuant to this subparagraph (l)(v) only for so long as such Person�s status as a Threshold Holder
continues not to jeopardize or endanger the availability of such NOL carryforwards, as determined by the Board of Directors in its good faith
discretion), or (vi) any Person who or which would qualify as a Threshold Holder as a result of an Approved Acquisition and, to the extent
approved by the Board of Directors, any Person who or which acquires Company 382 Securities from any such Person.

(m)  �Final Expiration Date� shall mean the earliest to occur of (i) the Close of Business on December 6, 2014 (ii) the Close of Business on
December 6, 2012 if stockholder approval of this Rights Agreement has not been received by or on such date, (iii) the adjournment of the first
annual meeting of the stockholders of the Company following the date hereof if stockholder approval of this Rights Agreement has not been
received prior to such time, (iv) the repeal of Section 382 or any successor statute if the Board of Directors determines that this Rights
Agreement is no longer necessary for the preservation of Tax Benefits or (v) the beginning of a taxable year of the Company to which the Board
of Directors determines that no Tax Benefits may be carried forward.

(n)  �Grandfathered Person� shall mean any Person who or which, together with all Affiliates and Associates of such Person, was on the date
hereof, the Beneficial Owner of 4.99% or more of the Company 382 Securities outstanding on such date, unless and until such time as such
Person after the date of this Rights Agreement acquires beneficial ownership of additional shares or other interests in Company 382 Securities
representing more than 1% of the Company 382 Securities then outstanding. Any Grandfathered Person who, together with all of its Affiliates
and Associates, subsequently becomes the Beneficial Owner of less than 4.99% of the Company 382 Securities shall cease to be a Grandfathered
Person.

(o)  �NYSE� shall mean the New York Stock Exchange, Inc.

(p)  �Person� shall mean any individual, firm, corporation, business trust, joint stock company, partnership, trust association, limited liability
company, limited partnership, or other entity, or any group of Persons making a �coordinated acquisition� of Company 382 Securities or otherwise
treated as an entity within the meaning of Treasury Regulation Section 1.382-3(a)(1)(i), or otherwise and shall include any successor (by merger
or otherwise) of any such entity.

(q)  �Preferred Stock� shall mean the Series B Junior Participating Preferred Stock, par value $0.01 per share, of the Company having the rights
and preferences set forth in the Form of Certificate of Designations attached to this Rights Agreement as Exhibit A and, to the extent that there is
a not sufficient number of shares of the Series B Junior Participating Preferred Stock authorized to permit the full exercise of the Rights, any
other series of preferred stock of the Company designated for such purpose containing terms substantially similar to the terms of the Series B
Junior Participating Preferred Stock.

(r)  �Section 382� shall mean Section 382 of the Code, or any comparable successor provision.

(s)  �Securities Act� shall mean the Securities Act of 1933, as amended.
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(t)  �Stock Acquisition Date� shall mean the first date of public announcement (which for purposes of this definition shall include, without
limitation, a report filed pursuant to Section 13(d), Section 13(f) or Section 13(g) under the Exchange Act) by the Company or an Acquiring
Person that an Acquiring Person has become such or that discloses information which reveals the existence of an Acquiring Person, or such
earlier date as a majority of the Board of Directors becomes aware of the existence of an Acquiring Person.

(u)  �Subsidiary� of any Person shall mean any corporation or other entity of which securities or other ownership interests having ordinary voting
power sufficient to elect a majority of the board of directors or other persons performing similar functions are beneficially owned, directly or
indirectly, by such Person, and any corporation or other entity that is otherwise controlled by such Person.
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(v)  �Tax Benefits� shall mean the net operating loss carryovers, capital loss carryovers, general business credit carryovers, alternative minimum
tax credit carryovers and foreign tax credit carryovers, as well as any loss or deduction attributable to a �net unrealized built-in loss� within the
meaning of Section 382, and the Treasury Regulations promulgated thereunder, of the Company or any of its Subsidiaries.

(w)  �Threshold Holder� shall mean any Person who or which, together with all Affiliates and Associates of such Person, is the Beneficial Owner
of 4.99% or more of the shares of Common Stock or any other class of Company 382 Securities then outstanding.

(x)  �Treasury Regulations� shall mean any income tax regulations promulgated under the Code, including any amendments thereto.

Any determination required by the definitions in this Rights Agreement shall be made by the Board of Directors in its good faith judgment,
which determination shall be binding on the Rights Agent and the holders of Rights.

Section 2. Appointment of Rights Agent. The Company hereby appoints the Rights Agent to act as agent for the Company and the holders of the
Rights (who, in accordance with Section 3 hereof, shall prior to the Distribution Date also be the holders of Common Stock) in accordance with
the terms and conditions hereof, and the Rights Agent hereby accepts such appointment. The Company may from time to time appoint such
co-Rights Agents as it may deem necessary or desirable upon 10 days� prior notice to the Rights Agent. The Rights Agent shall have no duty to
supervise, and shall in no event be liable for the acts or omissions of any such co-Rights Agent.

Section 3. Issuance of Right Certificates. (a) Until the Close of Business on the earlier of (i) the tenth Business Day after the Stock Acquisition
Date (or, if the Stock Acquisition Date occurs before the Record Date, the Close of Business on the Record Date) or (ii) the tenth Business Day
(or such later date as may be determined by action of the Board of Directors prior to such time as any Person becomes an Acquiring Person)
after the date of the commencement by any Person (other than an Exempted Person) of, or of the first public announcement of the intention of
such Person (other than an Exempted Person) to commence, a tender or exchange offer the consummation of which would result in any Person
(other than an Exempted Person) becoming an Acquiring Person (irrespective of whether any shares are actually purchased pursuant to any such
offer) (including, in the case of both clause (i) and (ii), any such date which is after the date of this Rights Agreement and prior to the issuance of
the Rights) (the earlier of such dates being herein referred to as the �Distribution Date�), (x) the Rights will be evidenced (subject to the provisions
of Section 3(b) hereof) by the certificates representing the Common Stock registered in the names of the holders thereof (or by Book Entry
shares in respect of such Common Stock) and not by separate Right Certificates (as defined below), and (y) the Rights will be transferable only
in connection with the transfer of Common Stock. As soon as practicable after the Distribution Date, the Company will prepare and execute, the
Rights Agent will countersign, and the Company will send or cause to be sent (and the Rights Agent will, if requested, send) by first-class,
postage-prepaid mail, to each record holder of Common Stock as of the Close of Business on the Distribution Date (other than any Acquiring
Person or any Associate or Affiliate of an Acquiring Person), at the address of such holder shown on the records of the Company, a Right
Certificate, in substantially the form of Exhibit B hereto (a �Right Certificate�), evidencing one Right (subject to adjustment as provided herein)
for each share of Common Stock so held. In the event that an adjustment in the number of Rights per share of Common Stock has been made
pursuant to Section 11 or 13 hereof, at the time of distribution of the Right Certificates, the Company shall make the necessary and appropriate
rounding adjustments (in accordance with Section 14(a) hereof), so that Right Certificates representing only whole numbers of Rights are
distributed and cash is paid in lieu of any fractional Rights. As of and after the Distribution Date, the Rights will be evidenced solely by such
Right Certificates.

(b)  In connection with the adoption of the Original Rights Agreement, the Company sent a copy of a Summary of Rights to Purchase Shares of
Preferred Stock (the �Summary of Rights�), by first-class, postage-prepaid mail, to each record holder of Common Stock and holder of Book Entry
shares as of the

4

Edgar Filing: CALIX, INC - Form 10-Q

46



Close of Business on the Record Date, at the address of such holder shown on the records of the Company as the address at which such holder
has consented to receive notice. With respect to shares of Common Stock outstanding as of the Record Date, until the Distribution Date, the
Rights associated with such shares will be evidenced by the share certificate for such shares of Common Stock registered in the names of the
holders thereof or the Book Entry shares, in each case together with the Summary of Rights, in substantially the form of Exhibit C hereto. Until
the Distribution Date (or, if earlier, the Expiration Date), the surrender for transfer of any certificate for Common Stock or Book Entry shares
outstanding on the Record Date, with or without a copy of the Summary of Rights, shall also constitute the transfer of the Rights associated with
the shares of Common Stock represented by such certificate or Book Entry shares.

(c)  Rights shall be issued in respect of all shares of Common Stock issued or disposed of (including, without limitation, upon disposition of
Common Stock out of treasury stock or issuance or reissuance of Common Stock out of authorized but unissued shares) after the Record Date
but prior to the earlier of the Distribution Date and the Expiration Date, or in certain circumstances provided in Section 22 hereof, after the
Distribution Date. Certificates issued for Common Stock (including, without limitation, upon transfer of outstanding Common Stock, disposition
of Common Stock out of treasury stock or issuance or reissuance of Common Stock out of authorized but unissued shares) after the Record Date
but prior to the earlier of the Distribution Date and the Expiration Date shall have impressed on, printed on, written on or otherwise affixed to
them a legend substantially to the effect of the following:

This certificate also evidences and entitles the holder hereof to certain rights as set forth in the Amended and Restated Section 382 Rights
Agreement between CNO Financial Group, Inc. and American Stock Transfer & Trust Company, LLC, as Rights Agent, dated as of December
6, 2011 as the same may be amended, supplemented or otherwise modified from time to time (the �Rights Agreement�), the terms of which are
hereby incorporated herein by reference and a copy of which is on file at the principal executive offices of CNO Financial Group, Inc. Under
certain circumstances, as set forth in the Rights Agreement, such Rights will be evidenced by separate certificates and will no longer be
evidenced by this certificate. CNO Financial Group, Inc. will mail to the holder of this certificate a copy of the Rights Agreement without charge
after receipt of a written request therefor. Under certain circumstances, as set forth in the Rights Agreement, Rights owned by or transferred to
any Person who is or becomes an Acquiring Person (as defined in the Rights Agreement) and certain transferees thereof will become null and
void and will no longer be transferable.

With respect to any Book Entry shares of Common Stock, such legend shall be included in a notice to the registered holder of such shares in
accordance with applicable law. With respect to such certificates containing the foregoing legend, or any notice of the foregoing legend
delivered to holders of Book Entry shares, until the Distribution Date, the Rights associated with the Common Stock represented by such
certificates or Book Entry shares shall be evidenced by such certificates or Book Entry shares alone, and the surrender for transfer of any such
certificate or Book Entry share, except as otherwise provided herein, shall also constitute the transfer of the Rights associated with the Common
Stock represented thereby. In the event that the Company purchases or otherwise acquires any Common Stock after the Record Date but prior to
the Distribution Date, any Rights associated with such Common Stock shall be deemed cancelled and retired so that the Company shall not be
entitled to exercise any Rights associated with the shares of Common Stock which are no longer outstanding.

Notwithstanding this Section 3(c), neither the omission of a legend nor the failure to deliver the notice of such legend required hereby shall
affect the enforceability of any part of this Rights Agreement or the rights of any holder of the Rights.

Section 4.  Form of Right Certificates. The Right Certificates (and the forms of election to purchase shares and of assignment to be printed on
the reverse thereof) shall be substantially in the form set forth in
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Exhibit B hereto and may have such marks of identification or designation and such legends, summaries or endorsements printed thereon as the
Company may deem appropriate and as are not inconsistent with the provisions of this Rights Agreement, or as may be required to comply with
any applicable law or with any rule or regulation made pursuant thereto or with any rule or regulation of the NYSE or of any other stock
exchange or automated quotation system on which the Rights may from time to time be listed or quoted, or to conform to usage. Subject to the
provisions of this Rights Agreement, the Right Certificates shall entitle the holders thereof to purchase such number of one one-thousandths of a
share of Preferred Stock as shall be set forth therein at the Purchase Price (as determined pursuant to Section 7), but the amount and type of
securities purchasable upon the exercise of each Right and the Purchase Price thereof shall be subject to adjustment as provided herein.

Section 5.  Countersignature and Registration. (a) The Right Certificates shall be executed on behalf of the Company by the Chief Executive
Officer, the President, any of the Vice Presidents or the Treasurer of the Company, either manually or by facsimile signature, shall have affixed
thereto the Company�s seal or a facsimile thereof and shall be attested by the Secretary or an Assistant Secretary of the Company, either manually
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or by facsimile signature. The Right Certificates shall be countersigned by the Rights Agent, either manually or by facsimile signature, and shall
not be valid for any purpose unless countersigned. In case any officer of the Company who shall have signed any of the Right Certificates shall
cease to be such officer of the Company before countersignature by the Rights Agent and issuance and delivery by the Company, such Right
Certificates, nevertheless, may be countersigned by the Rights Agent and issued and delivered by the Company with the same force and effect as
though the Person who signed such Right Certificates had not ceased to be such officer of the Company; and any Right Certificate may be
signed on behalf of the Company by any Person who, at the actual date of the execution of such Right Certificate, shall be a proper officer of the
Company to sign such Right Certificate, although at the date of the execution of this Rights Agreement any such Person was not such an officer.

(b)  Following the Distribution Date, the Rights Agent will keep or cause to be kept, at an office or agency designated for such purpose, books
for registration and transfer of the Right Certificates issued hereunder. Such books shall show the names and addresses of the respective holders
of the Right Certificates, the number of Rights evidenced on its face by each of the Right Certificates and the date of each of the Right
Certificates.

Section 6.  Transfer, Split Up, Combination and Exchange of Right Certificates; Mutilated, Destroyed, Lost or Stolen Right Certificates. (a)
Subject to the provisions of this Rights Agreement, at any time after the Close of Business on the Distribution Date, and prior to the Close of
Business on the Expiration Date, any Right Certificate or Right Certificates may be transferred, split up, combined or exchanged for another
Right Certificate or Right Certificates, entitling the registered holder to purchase a like number of one one-thousandths of a share of Preferred
Stock (or, following such time, other securities, cash or assets as the case may be) as the Right Certificate or Right Certificates surrendered then
entitled such holder to purchase. Any registered holder desiring to transfer, split up, combine or exchange any Right Certificate or Right
Certificates shall make such request in writing delivered to the Rights Agent, and shall surrender the Right Certificate or Right Certificates to be
transferred, split up, combined or exchanged at the office or agency of the Rights Agent designated for such purpose. Thereupon the Rights
Agent, subject to the provisions of this Rights Agreement, shall countersign and deliver to the Person entitled thereto a Right Certificate or Right
Certificates, as the case may be, as so requested. The Company may require payment of a sum sufficient to cover any tax or governmental
charge that may be imposed in connection with any transfer, split up, combination or exchange of Right Certificates.

(b)  Subject to the provisions of this Rights Agreement, at any time after the Distribution Date and prior to the Expiration Date, upon receipt by
the Company and the Rights Agent of evidence reasonably satisfactory to them of the loss, theft, destruction or mutilation of a Right Certificate,
and, in case of loss, theft or destruction, of indemnity or security reasonably satisfactory to them, and, at the Company�s request, reimbursement
to the Company and the Rights Agent of all reasonable expenses incidental thereto, and upon
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surrender to the Rights Agent and cancellation of the Right Certificate if mutilated, the Company will make and deliver a new Right Certificate
of like tenor to the Rights Agent for delivery to the registered holder in lieu of the Right Certificate so lost, stolen, destroyed or mutilated.

Section 7.  Exercise of Rights, Purchase Price; Expiration Date of Rights. (a) Except as otherwise provided herein, the Rights shall become
exercisable on the Distribution Date, and thereafter the registered holder of any Right Certificate may, subject to Section 11(a)(ii) hereof and
except as otherwise provided herein, exercise the Rights evidenced thereby in whole or in part upon surrender of the Right Certificate, with the
form of election to purchase on the reverse side thereof duly executed, to the Rights Agent at the office or agency of the Rights Agent designated
for such purpose, together with payment of the Purchase Price for each one one-thousandth of a share of Preferred Stock (or other securities,
cash or assets, as the case may be) as to which the Rights are exercised, at any time which is both after the Distribution Date and prior to the
time (the �Expiration Date�) that is the earliest of (i) the Final Expiration Date, (ii) the time at which the Rights are redeemed as provided in
Section 23 hereof (the �Redemption Date�) or (iii) the time at which such Rights are exchanged as provided in Section 24 hereof.

(b)  The purchase price (the �Purchase Price�) shall be initially $25.00 for each one one-thousandth of a share of Preferred Stock purchasable upon
the exercise of a Right. The Purchase Price and the number of one one-thousandths of a share of Preferred Stock or other securities or property
to be acquired upon exercise of a Right shall be subject to adjustment from time to time as provided in Sections 11 and 13 hereof and shall be
payable in lawful money of the United States of America in accordance with paragraph (c) of this Section 7.

(c)  Except as otherwise provided herein, upon receipt of a Right Certificate representing exercisable Rights, with the form of election to
purchase properly completed and duly executed, accompanied by payment of the aggregate Purchase Price for the number of shares of Preferred
Stock to be purchased and an amount equal to any applicable transfer tax or charge required to be paid by the holder of such Right Certificate in
accordance with Section 6 hereof, in lawful money of the United States of America, in cash or by certified check, cashier�s check or money order
payable to the order of the Company, the Rights Agent shall thereupon promptly (i) either (A) requisition from any transfer agent of the
Preferred Stock, or make available if the Rights Agent is the transfer agent for the Preferred Stock, certificates for the total number of shares of
Preferred Stock to be purchased (and the Company hereby irrevocably authorizes its transfer agent to comply with all such requests), or (B) if
the Company shall have elected to deposit the Preferred Stock with a depositary agent under a depositary arrangement, requisition from the
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depositary agent appointed by the Company depositary receipts representing interests in the number of one one-thousandths of a share of
Preferred Stock as are to be purchased, in which case certificates for the Preferred Stock represented by such receipts shall be deposited by the
transfer agent with the depositary agent (and the Company hereby directs any such depositary agent to comply with all such requests), (ii) when
necessary to comply with this Rights Agreement (or otherwise when appropriate, as determined by the Company with notice to the Rights
Agent) requisition from the Company the amount of cash, if any, to be paid in lieu of issuance of fractional shares in accordance with Section 14
hereof, (iii) promptly after receipt of such certificates or depositary receipts, cause the same to be delivered to or upon the order of the registered
holder of such Right Certificate, registered in such name or names as may be designated by such holder and (iv) when necessary to comply with
this Rights Agreement (or otherwise when appropriate, as determined by the Company with notice to the Rights Agent), after receipt of the cash
requisitioned from the Company, promptly deliver such cash, if any, to or upon the order of the registered holder of such Right Certificate.

(d)  Except as otherwise provided herein, in case the registered holder of any Right Certificate shall exercise less than all of the Rights evidenced
thereby, a new Right Certificate evidencing Rights equivalent to the exercisable Rights remaining unexercised shall be issued by the Rights
Agent to the registered holder of such Right Certificate or to his, her or its duly authorized assigns, subject to the provisions of Section 14
hereof.

7

(e)  Notwithstanding anything in this Rights Agreement to the contrary, neither the Rights Agent nor the Company shall be obligated to
undertake any action with respect to a registered holder of Rights upon the occurrence of any purported transfer or exercise of Rights pursuant to
Section 6 hereof or this Section 7 unless such registered holder shall have (i) completed and signed the certificate contained in the form of
assignment or form of election to purchase set forth on the reverse side of the Right Certificate surrendered for such transfer or exercise and (ii)
provided such additional evidence of the identity of the Beneficial Owner (for the purposes of this Section 7(e), as such term is defined in Rule
13d-3 or 13d-5 of the General Rules and Regulations under the Exchange Act), former Beneficial Owner and/or Affiliates or Associates (for
purposes of this Section 7(e), as such terms are respectively defined for purposes of Rule 12b-2 of the General Rules and Regulations under the
Exchange Act) thereof as the Company shall reasonably request.

Section 8.  Cancellation and Destruction of Right Certificates. All Right Certificates surrendered for the purpose of exercise, transfer, split up,
combination or exchange shall, if surrendered to the Company or to any of its agents, be delivered to the Rights Agent for cancellation or in
cancelled form, or, if surrendered to the Rights Agent, shall be cancelled by it, and no Right Certificates shall be issued in lieu thereof except as
expressly permitted by any of the provisions of this Rights Agreement. The Company shall deliver to the Rights Agent for cancellation and
retirement, and the Rights Agent shall so cancel and retire, any other Right Certificate purchased or acquired by the Company otherwise than
upon the exercise thereof. The Rights Agent shall deliver all cancelled Right Certificates to the Company, or shall, at the written request of the
Company, destroy or cause to be destroyed such cancelled Right Certificates, and in such case shall deliver a certificate of destruction thereof to
the Company.

Section 9.  Availability of Shares of Preferred Stock. (a) The Company covenants and agrees that it will cause to be reserved and kept available
out of its authorized and unissued shares of Preferred Stock or any shares of Preferred Stock held in its treasury, the number of shares of
Preferred Stock that will be sufficient to permit the exercise in full of all outstanding Rights.

(b)  So long as the shares of Preferred Stock (and, following the time that a Person becomes an Acquiring Person, shares of Common Stock
and/or other securities) issuable upon the exercise of Rights may be listed or admitted to trading on the NYSE or listed on any other national
securities exchange or quotation system, the Company shall use its best efforts to cause, from and after such time as the Rights become
exercisable, all shares reserved for such issuance to be listed or admitted to trading on the NYSE or listed on any other national securities
exchange or quotation system upon official notice of issuance upon such exercise.

(c)  From and after such time as the Rights become exercisable, the Company shall use its best efforts, if then necessary to permit the issuance of
shares of Preferred Stock (and following the time that a Person first becomes an Acquiring Person, shares of Common Stock and other
securities) upon the exercise of Rights, to register and qualify such shares of Preferred Stock (and following the time that a Person first becomes
an Acquiring Person, shares of Common Stock and/or other securities) under the Securities Act and any applicable state securities or �Blue Sky�
laws (to the extent exemptions therefrom are not available), cause such registration statement and qualifications to become effective as soon as
possible after such filing and keep such registration and qualifications effective until the earlier of (x) the date as of which the Rights are no
longer exercisable for such securities and (y) the Expiration Date. The Company may temporarily suspend, for a period of time not to exceed 90
days, the exercisability of the Rights in order to prepare and file a registration statement under the Securities Act and permit it to become
effective. Upon any such suspension, the Company shall issue a public announcement stating that the exercisability of the Rights has been
temporarily suspended, as well as a public announcement at such time as the suspension is no longer in effect. Notwithstanding any provision of
this Rights Agreement to the contrary, the Rights shall not be exercisable in any jurisdiction unless the requisite qualification or exemption in
such jurisdiction shall have been obtained and until a registration statement under the Securities Act (if required) shall have been declared
effective.
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(d)  The Company covenants and agrees that it will take all such action as may be necessary to ensure that all shares of Preferred Stock (and,
following the time that a Person becomes an Acquiring Person, shares of Common Stock and other securities) delivered upon exercise of Rights
shall, at the time of delivery of the certificates therefor (subject to payment of the Purchase Price), be duly and validly authorized and issued and
fully paid and nonassessable shares.

(e)  The Company further covenants and agrees that it will pay when due and payable any and all federal and state transfer taxes and charges
which may be payable in respect of the issuance or delivery of the Right Certificates or of any shares of Preferred Stock (or shares of Common
Stock or other securities) upon the exercise of Rights. The Company shall not, however, be required to pay any transfer tax or charge which may
be payable in respect of any transfer or delivery of Right Certificates to a Person other than, or the issuance or delivery of certificates or
depositary receipts for the Preferred Stock (or shares of Common Stock or other securities) in a name other than that of, the registered holder of
the Right Certificate evidencing Rights surrendered for exercise or to issue or deliver any certificates or depositary receipts for Preferred Stock
(or shares of Common Stock or other securities) upon the exercise of any Rights until any such tax or charge shall have been paid (any such tax
or charge being payable by that holder of such Right Certificate at the time of surrender) or until it has been established to the Company�s
reasonable satisfaction that no such tax or charge is due.

Section 10.  Preferred Stock Record Date. Each Person in whose name any certificate for Preferred Stock is issued upon the exercise of Rights
shall for all purposes be deemed to have become the holder of record of the shares of Preferred Stock represented thereby on, and such
certificate shall be dated, the date upon which the Right Certificate evidencing such Rights was duly surrendered and payment of the Purchase
Price (and any applicable transfer taxes or charges) was made; provided, however, that if the date of such surrender and payment is a date upon
which the Preferred Stock transfer books of the Company are closed, such Person shall be deemed to have become the record holder of such
shares (fractional or otherwise) on, and such certificate shall be dated, the next succeeding Business Day on which such transfer books are open.
Prior to the exercise of the Rights evidenced thereby, the holder of a Right Certificate shall not be entitled to any rights of a holder of Preferred
Stock for which the Rights shall be exercisable, including, without limitation, the right to vote or to receive dividends or other distributions, and
shall not be entitled to receive any notice of any proceedings of the Company, except as provided herein.

Section 11.  Adjustment of Purchase Price, Number and Kind of Shares and Number of Rights. The Purchase Price, the number of shares of
Preferred Stock or other securities or property purchasable upon exercise of each Right and the number of Rights outstanding are subject to
adjustment from time to time as provided in this Section 11.

(a)  (i) In the event the Company shall at any time after the date of this Rights Agreement (A) declare and pay a dividend on the Preferred Stock
payable in shares of Preferred Stock, (B) subdivide the outstanding shares of Preferred Stock, (C) combine the outstanding shares of Preferred
Stock into a smaller number of shares of Preferred Stock or (D) issue any shares of its capital stock in a reclassification of the shares of Preferred
Stock (including any such reclassification in connection with a consolidation or merger in which the Company is the continuing or surviving
corporation), except as otherwise provided in this Section 11(a), the Purchase Price in effect at the time of the record date for such dividend or of
the effective date of such subdivision, combination or reclassification, as the case may be, and the number and kind of shares of capital stock
issuable on such date, shall be proportionately adjusted so that the holder of any Right exercised after such time shall be entitled to receive the
aggregate number and kind of shares of capital stock which, if such Right had been exercised immediately prior to such date and at a time when
the Preferred Stock transfer books of the Company were open, the holder would have owned upon such exercise and been entitled to receive by
virtue of such dividend, subdivision, combination or reclassification; provided, however, that in no event shall the consideration to be paid upon
the exercise of one Right be less than the aggregate par value of the shares of capital stock of the Company issuable upon exercise of one Right.

9

(ii)  Subject to Section 24 of this Rights Agreement and except as otherwise provided in this Section 11(a)(ii) and Section 11(a)(iii), in the event
that any Person becomes an Acquiring Person, each holder of a Right shall thereafter have the right to receive, upon exercise thereof at a price
equal to the then-current Purchase Price, in accordance with the terms of this Rights Agreement and in lieu of shares of Preferred Stock, such
number of shares of Common Stock (or at the option of the Company, such number of one one-thousandths of a share of Preferred Stock) as
shall equal the result obtained by (x) multiplying the then-current Purchase Price by the number of one one-thousandths of a share of Preferred
Stock for which a Right is then exercisable and dividing that product by (y) 50% of the then-current per share market price of the Company�s
Common Stock (determined pursuant to Section 11(d) hereof) on the date of the occurrence of such event; provided, however, that the Purchase
Price (as so adjusted) and the number of shares of Common Stock so receivable upon exercise of a Right shall thereafter be subject to further
adjustment as appropriate in accordance with this Section 11. Notwithstanding anything in this Rights Agreement to the contrary, however, from
and after the time (the �Invalidation Time�) when any Person first becomes an Acquiring Person, any Rights that are beneficially owned by (x) any
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Acquiring Person (or any Affiliate or Associate of any Acquiring Person), (y) a transferee of any Acquiring Person (or any such Affiliate or
Associate) who becomes a transferee after the Invalidation Time or (z) a transferee of any Acquiring Person (or any such Affiliate or Associate)
who became a transferee prior to or concurrently with the Invalidation Time pursuant to either (I) a transfer from the Acquiring Person to
holders of its equity securities or to any Person with whom it has any continuing agreement, arrangement or understanding, written or otherwise,
regarding the transferred Rights or (II) a transfer that the Board of Directors has determined is part of a plan, arrangement or understanding,
written or otherwise, which has the purpose or effect of avoiding the provisions of this paragraph, and subsequent transferees of such Persons,
shall be void without any further action and any holder of such Rights shall thereafter have no rights whatsoever with respect to such Rights
under any provision of this Rights Agreement. The Company shall use all reasonable efforts to ensure that the provisions of this Section 11(a)(ii)
are complied with, but shall have no liability to any holder of Right Certificates or other Person as a result of its failure to make any
determinations with respect to an Acquiring Person or its Affiliates, Associates or transferees hereunder. From and after the Invalidation Time,
no Right Certificate shall be issued pursuant to Section 3 or Section 6 hereof that represents Rights that are or have become void pursuant to the
provisions of this paragraph, and any Right Certificate delivered to the Rights Agent that represents Rights that are or have become void
pursuant to the provisions of this paragraph shall be cancelled. From and after the occurrence of an event specified in Section 13(a) hereof, any
Rights that theretofore have not been exercised pursuant to this Section 11(a)(ii) shall thereafter be exercisable only in accordance with Section
13 and not pursuant to this Section 11(a)(ii).

(iii)  The Company may at its option substitute for a share of Common Stock issuable upon the exercise of Rights in accordance with the
foregoing subparagraph (ii) such number or fractions of shares of Preferred Stock having an aggregate current market value equal to the current
per share market price of a share of Common Stock. In the event that there shall be an insufficient number of shares of Common Stock
authorized but unissued (and unreserved) to permit the exercise in full of the Rights in accordance with the foregoing subparagraph (ii), the
Board of Directors shall, with respect to such deficiency, to the extent permitted by applicable law and any material agreements then in effect to
which the Company is a party (A) determine the excess of (x) the value of the shares of Common Stock issuable upon the exercise of a Right in
accordance with the foregoing subparagraph (ii) (the �Current Value�) over (y) the then-current Purchase Price multiplied by the number of one
one-thousandths of a share of Preferred Stock for which a Right was exercisable immediately prior to the time that the Acquiring Person became
such (such excess, the �Spread�), and (B) with respect to each Right (other than Rights which have become void pursuant to Section 11(a)(ii)),
make adequate provision to substitute for the shares of Common Stock issuable in accordance with the foregoing subparagraph (ii) upon exercise
of the Right and payment of the Purchase Price (as adjusted in accordance therewith), (1) cash, (2) a reduction in such Purchase Price, (3) shares
of Preferred Stock or other equity securities of the
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Company (including, without limitation, shares or fractions of shares of preferred stock which, by virtue of having dividend, voting and
liquidation rights substantially comparable to those of the shares of Common Stock, are deemed in good faith by the Board of Directors to have
substantially the same value as the shares of Common Stock (such shares of preferred stock and shares or fractions of shares of preferred stock
are hereinafter referred to as �Common Stock Equivalents�)), (4) debt securities of the Company, (5) other assets or (6) any combination of the
foregoing, having a value which, when added to the value of the shares of Common Stock actually issued upon exercise of such Right, shall
have an aggregate value equal to the Current Value (less the amount of any reduction in such Purchase Price), where such aggregate value has
been determined by the Board of Directors upon the advice of a nationally recognized investment banking firm selected in good faith by the
Board of Directors; provided, however, if the Company shall not make adequate provision to deliver value pursuant to clause (B) above within
30 days following the date that the Acquiring Person became such (the �Section 11(a)(ii) Trigger Date�), then the Company shall be obligated to
deliver, to the extent permitted by applicable law and any material agreements then in effect to which the Company is a party, upon the surrender
for exercise of a Right and without requiring payment of the Purchase Price, shares of Common Stock (to the extent available), and then, if
necessary, such number or fractions of shares of Preferred Stock (to the extent available) and then, if necessary, cash, which shares and/or cash
have an aggregate value equal to the Spread. If within the 30 day period referred to above the Board of Directors shall determine in good faith
that it is likely that sufficient additional shares of Common Stock could be authorized for issuance upon exercise in full of the Rights, then, if the
Board of Directors so elects, such 30 day period may be extended to the extent necessary, but not more than 90 days after the Section 11(a)(ii)
Trigger Date, in order that the Company may seek stockholder approval for the authorization of such additional shares (such 30 day period, as it
may be extended, is hereinafter called the �Substitution Period�). To the extent that the Company determines that some action need be taken
pursuant to the second and/or third sentence of this Section 11(a)(iii), the Company (x) shall provide, subject to Section 11(a)(ii) hereof and the
last sentence of this Section 11(a)(iii) hereof, that such action shall apply uniformly to all outstanding Rights and (y) may suspend the
exercisability of the Rights until the expiration of the Substitution Period in order to seek any authorization of additional shares and/or to decide
the appropriate form of distribution to be made pursuant to such second sentence and to determine the value thereof. In the event of any such
suspension, the Company shall issue a public announcement stating that the exercisability of the Rights has been temporarily suspended, as well
as a public announcement at such time as the suspension is no longer in effect. For purposes of this Section 11(a)(iii), the per share value of the
shares of Common Stock shall be the current per share market price (as determined pursuant to Section 11(d)(i)) on the Section 11(a)(ii) Trigger
Date and the per share or fractional value of any �Common Stock Equivalent� shall be deemed to equal the current per share market price of the
Common Stock on such date. The Board of Directors of the Company may, but shall not be required to, establish procedures to allocate the right
to receive shares of Common Stock upon the exercise of the Rights among the holders of Rights pursuant to this Section 11(a)(iii).
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(b)  In case the Company shall fix a record date for the issuance of rights, options or warrants to all holders of Preferred Stock entitling them (for
a period expiring within 45 calendar days after such record date) to subscribe for or purchase Preferred Stock (or shares having similar rights,
privileges and preferences as the Preferred Stock (�Equivalent Preferred Shares�)) or securities convertible into Preferred Stock or Equivalent
Preferred Shares at a price per share of Preferred Stock or Equivalent Preferred Shares (or having a conversion price per share, if a security
convertible into shares of Preferred Stock or Equivalent Preferred Shares) less than the then-current per share market price of the Preferred Stock
(determined pursuant to Section 11(d) hereof) on such record date, the Purchase Price to be in effect after such record date shall be determined
by multiplying the Purchase Price in effect immediately prior to such record date by a fraction, the numerator of which shall be the number of
shares of Preferred Stock and Equivalent Preferred Shares outstanding on such record date plus the number of shares of Preferred Stock and
Equivalent Preferred Shares which the aggregate offering price of the total number of such shares so to be offered (and/or the aggregate
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initial conversion price of the convertible securities so to be offered) would purchase at such current market price, and the denominator of which
shall be the number of shares of Preferred Stock and Equivalent Preferred Shares outstanding on such record date plus the number of additional
shares of Preferred Stock and/or Equivalent Preferred Shares to be offered for subscription or purchase (or into which the convertible securities
so to be offered are initially convertible); provided, however, that in no event shall the consideration to be paid upon the exercise of one Right be
less than the aggregate par value of the shares of capital stock of the Company issuable upon exercise of one Right. In case such subscription
price may be paid in a consideration part or all of which shall be in a form other than cash, the value of such consideration shall be as determined
in good faith by the Board of Directors of the Company, whose determination shall be described in a statement filed with the Rights Agent and
which shall be binding on the Rights Agent. Shares of Preferred Stock and Equivalent Preferred Shares owned by or held for the account of the
Company shall not be deemed outstanding for the purpose of any such computation. Such adjustment shall be made successively whenever such
a record date is fixed; and in the event that such rights, options or warrants are not so issued, the Purchase Price shall be adjusted to be the
Purchase Price which would then be in effect if such record date had not been fixed.

(c)  In case the Company shall fix a record date for the making of a distribution to all holders of the Preferred Stock (including any such
distribution made in connection with a consolidation or merger in which the Company is the continuing or surviving corporation) of evidences
of indebtedness or assets (other than a regular quarterly cash dividend or a dividend payable in Preferred Stock) or subscription rights or
warrants (excluding those referred to in Section 11(b) hereof), the Purchase Price to be in effect after such record date shall be determined by
multiplying the Purchase Price in effect immediately prior to such record date by a fraction, the numerator of which shall be the then-current per
share market price of the Preferred Stock (determined pursuant to Section 11(d) hereof) on such record date, less the fair market value (as
determined in good faith by the Board of Directors of the Company whose determination shall be described in a statement filed with the Rights
Agent and shall be binding on the Rights Agent) of the portion of such assets or evidences of indebtedness so to be distributed or of such
subscription rights or warrants applicable to one share of Preferred Stock, and the denominator of which shall be such current per share market
price of the Preferred Stock (determined pursuant to Section 11(d) hereof); provided, however, that in no event shall the consideration to be paid
upon the exercise of one Right be less than the aggregate par value of the shares of capital stock of the Company to be issued upon exercise of
one Right. Such adjustments shall be made successively whenever such a record date is fixed; and in the event that such distribution is not so
made, the Purchase Price shall again be adjusted to be the Purchase Price that would then be in effect if such record date had not been fixed.

(d)  (i) Except as otherwise provided herein, for the purpose of any computation hereunder, the �current per share market price� of any security (a
�Security� for the purpose of this Section 11(d)(i)) on any date shall be deemed to be the average of the daily closing prices per share of such
Security for the 30 consecutive Trading Days (as such term is hereinafter defined) immediately prior to such date; provided, however, that in the
event that the current per share market price of the Security is determined during a period following the announcement by the issuer of such
Security of (A) a dividend or distribution on such Security payable in shares of such Security or securities convertible into such shares, or (B)
any subdivision, combination or reclassification of such Security, and prior to the expiration of 30 Trading Days after the ex-dividend date for
such dividend or distribution, or the record date for such subdivision, combination or reclassification, then, and in each such case, the current per
share market price shall be appropriately adjusted to reflect the current market price per share equivalent of such Security. The closing price for
each day shall be the last sale price, regular way, or, in case no such sale takes place on such day, the average of the closing bid and asked prices,
regular way, in either case as reported by (w) the principal consolidated transaction reporting system with respect to securities listed or admitted
to trading on the NYSE or, (x) if the Security is not listed or admitted to trading on the NYSE, as reported in the principal consolidated
transaction reporting system with respect to securities listed on the principal national securities exchange on which the Security is listed or
admitted to trading or, (y) if the Security is not listed or admitted to trading on any national securities exchange, the last quoted price or, if not so
quoted, the average of the high bid and low asked
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prices in the over-the-counter market, as reported by the system then in use, or, (z) if on any such date the Security is not so quoted or reported,
the average of the closing bid and asked prices as furnished by a professional market maker making a market in the Security selected by the
Board of Directors of the Company. The term �Trading Day� shall mean a day on which the principal national securities exchange on which the
Security is listed or admitted to trading is open for the transaction of business or, if the Security is not listed or admitted to trading on any
national securities exchange, a Business Day.

(ii)  For the purpose of any computation hereunder, if the Preferred Stock is publicly traded, the �current per share market price� of the Preferred
Stock shall be determined in accordance with the method set forth in Section 11(d)(i). If the Preferred Stock is not publicly traded but the
Common Stock is publicly traded, the �current per share market price� of the Preferred Stock shall be conclusively deemed to be the current per
share market price of the Common Stock, as determined pursuant to Section 11(d)(i), multiplied by one thousand (appropriately adjusted to
reflect any stock split, stock dividend or similar transaction occurring after the date hereof). If neither the Common Stock nor the Preferred Stock
is publicly traded, �current per share market price� shall mean the fair value per share as determined in good faith by the Board of Directors of the
Company, whose determination shall be described in a statement filed with the Rights Agent and shall be binding on the Rights Agent.

(e)  No adjustment in the Purchase Price shall be required unless such adjustment would require an increase or decrease of at least 1% in the
Purchase Price; provided, however, that any adjustments which by reason of this Section 11(e) are not required to be made shall be carried
forward and taken into account in any subsequent adjustment. All calculations under this Section 11 shall be made to the nearest cent or to the
nearest one ten-thousandth of a share of Preferred Stock or share of Common Stock or other share or security as the case may be.
Notwithstanding the first sentence of this Section 11(e), any adjustment required by this Section 11 shall be made no later than the earlier of (i)
three years from the date of the transaction which requires such adjustment or (ii) the Expiration Date. If as a result of an adjustment made
pursuant to Section 11(a) hereof, the holder of any Right thereafter exercised shall become entitled to receive any shares of capital stock of the
Company other than the Preferred Stock, thereafter the Purchase Price and the number of such other shares so receivable upon exercise of a
Right shall be subject to adjustment from time to time in a manner and on terms as nearly equivalent as practicable to the provisions with respect
to the Preferred Stock contained in Sections 11(a), 11(b), 11(c), 11(e), 11(h), 11(i) and 11(m) hereof, as applicable, and the provisions of
Sections 7, 9, 10, 13 and 14 hereof with respect to the Preferred Stock shall apply on like terms to any such other shares.

(f)  All Rights originally issued by the Company subsequent to any adjustment made to the Purchase Price hereunder shall evidence the right to
purchase, at the adjusted Purchase Price, the number of one one-thousandths of a share of Preferred Stock purchasable from time to time
hereunder upon exercise of the Rights, all subject to further adjustment as provided herein.

(g)  Unless the Company shall have exercised its election as provided in Section 11(i), upon each adjustment of the Purchase Price as a result of
the calculations made in Sections 11(b) and 11(c), each Right outstanding immediately prior to the making of such adjustment shall thereafter
evidence the right to purchase, at the adjusted Purchase Price, that number of one one-thousandths of a share of Preferred Stock (calculated to
the nearest ten-thousandth of a share of Preferred Stock) obtained by (i) multiplying (x) the number of one one-thousandths of a share of
Preferred Stock purchasable upon the exercise of a Right immediately prior to such adjustment by (y) the Purchase Price in effect immediately
prior to such adjustment of the Purchase Price and (ii) dividing the product so obtained by the Purchase Price in effect immediately after such
adjustment of the Purchase Price.

(h)  The Company may elect on or after the date of any adjustment of the Purchase Price or any adjustment to the number of shares of Preferred
Stock for which a Right may be exercised made pursuant to Sections 11(a)(i), 11(b) or 11(c) hereof to adjust the number of Rights, in
substitution for any adjustment in the number of one one-thousandths of a share of Preferred Stock purchasable upon the exercise of a Right.
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Each of the Rights outstanding after such adjustment of the number of Rights shall be exercisable for the number of one one-thousandths of a
share of Preferred Stock for which a Right was exercisable immediately prior to such adjustment. Each Right held of record prior to such
adjustment of the number of Rights shall become that number of Rights (calculated to the nearest ten-thousandth) obtained by dividing the
Purchase Price in effect immediately prior to adjustment of the Purchase Price by the Purchase Price in effect immediately after adjustment of
the Purchase Price. The Company shall make a public announcement of its election to adjust the number of Rights, indicating the record date for
the adjustment, and, if known at the time, the amount of the adjustment to be made. Such record date may be the date on which the Purchase
Price is adjusted or any day thereafter, but, if the Right Certificates have been issued, shall be at least 10 days later than the date of the public
announcement. If Right Certificates have been issued, upon each adjustment of the number of Rights pursuant to this Section 11(i), the Company
may, as promptly as practicable, cause to be distributed to holders of record of Right Certificates on such record date Right Certificates
evidencing, subject to Section 14 hereof, the additional Rights to which such holders shall be entitled as a result of such adjustment, or, at the
option of the Company, shall cause to be distributed to such holders of record in substitution and replacement for the Right Certificates held by
such holders prior to the date of adjustment, and upon surrender thereof, if required by the Company, new Right Certificates evidencing all the
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Rights to which such holders shall be entitled as a result of such adjustment. Right Certificates so to be distributed shall be issued, executed and
countersigned in the manner provided for herein and shall be registered in the names of the holders of record of Right Certificates on the record
date specified in the public announcement.

(i)  Irrespective of any adjustment or change in the Purchase Price or the number of one one-thousandths of a share of Preferred Stock issuable
upon the exercise of the Rights, the Right Certificates theretofore and thereafter issued may continue to express the Purchase Price and the
number of one one-thousandths of a share of Preferred Stock which were expressed in the initial Right Certificates issued hereunder.

(j)  Before taking any action that would cause an adjustment reducing the Purchase Price below the then par value, if any, of the shares of
Preferred Stock or other shares of capital stock issuable upon exercise of the Rights, the Company shall take any corporate action which may, in
the opinion of its counsel, be necessary in order that the Company may validly and legally issue fully paid and nonassessable shares of Preferred
Stock or other such shares at such adjusted Purchase Price.

(k)  In any case in which this Section 11 shall require that an adjustment in the Purchase Price be made effective as of a record date for a
specified event, the Company may elect to defer until the occurrence of such event the issuing to the holder of any Right exercised after such
record date the Preferred Stock, Common Stock or other capital stock or securities of the Company, if any, issuable upon such exercise over and
above the Preferred Stock, Common Stock or other capital stock or securities of the Company, if any, issuable upon such exercise on the basis of
the Purchase Price in effect prior to such adjustment; provided, however, that the Company shall deliver to such holder a due bill or other
appropriate instrument evidencing such holder�s right to receive such additional shares upon the occurrence of the event requiring such
adjustment.

(l)  Notwithstanding anything in this Section 11 to the contrary, the Company shall be entitled to make such adjustments in the Purchase Price, in
addition to those adjustments expressly required by this Section 11, as and to the extent that the Board of Directors in its sole discretion shall
determine to be advisable in order that any consolidation or subdivision of the Preferred Stock, issuance (wholly for cash) of any shares of
Preferred Stock at less than the current market price, issuance (wholly for cash) of Preferred Stock or securities which by their terms are
convertible into or exchangeable for Preferred Stock, dividends on Preferred Stock payable in shares of Preferred Stock or issuance of rights,
options or warrants referred to hereinabove in Section 11(b), hereafter made by the Company to holders of its Preferred Stock shall not be
taxable to such stockholders.
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(m)  Notwithstanding anything in this Rights Agreement to the contrary, in the event that at any time after the date of this Rights Agreement and
prior to the Distribution Date, the Company shall (i) declare and pay any dividend on the Common Stock payable in Common Stock, or (ii)
effect a subdivision, combination or consolidation of the Common Stock (by reclassification or otherwise than by payment of a dividend payable
in Common Stock) into a greater or lesser number of shares of Common Stock, then in each such case, the number of Rights associated with
each share of Common Stock then outstanding, or issued or delivered thereafter, shall be proportionately adjusted so that the number of Rights
thereafter associated with each share of Common Stock following any such event shall equal the result obtained by multiplying the number of
Rights associated with each share of Common Stock immediately prior to such event by a fraction the numerator of which shall be the total
number of shares of Common Stock outstanding immediately prior to the occurrence of the event and the denominator of which shall be the total
number of shares of Common Stock outstanding immediately following the occurrence of such event.

(n)  The Company agrees that, after the earlier of the Distribution Date or the Stock Acquisition Date, it will not, except as permitted by Sections
23, 24 or 27 hereof, take (or permit any Subsidiary to take) any action if at the time such action is taken it is reasonably foreseeable that such
action will diminish substantially or eliminate the benefits intended to be afforded by the Rights.

Section 12. Certificate of Adjusted Purchase Price or Number of Shares. Whenever an adjustment is made as provided in Section 11 or 13
hereof, the Company shall promptly (a) prepare a certificate setting forth such adjustment, and a brief statement of the facts accounting for such
adjustment, (b) file with the Rights Agent and with each transfer agent for the Common Stock and the Preferred Stock a copy of such certificate
and (c) mail a brief summary thereof to each holder of a Right Certificate (or if prior to the Distribution Date, to each holder of a certificate
representing shares of Common Stock) in accordance with Section 26 hereof (if so required under Section 25 hereof). Notwithstanding the
foregoing sentence, the failure of the Company to give such notice shall not affect the validity of or the force or effect of or the requirement for
such adjustment. The Rights Agent shall be fully protected in relying on any such certificate and on any adjustment therein contained and shall
not be deemed to have knowledge of any such adjustment unless and until it shall have received such certificate. Any adjustment to be made
pursuant to Sections 11 or 13 hereof shall be effective as of the date of the event giving rise to such adjustment.

Section 13.  Consolidation, Merger or Sale or Transfer of Assets or Earning Power. (a) In the event, directly or indirectly, at any time after any
Person has become an Acquiring Person, (i) the Company shall merge with and into any other Person (other than one or more of its
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wholly-owned Subsidiaries), (ii) any Person (other than one or more of its wholly-owned Subsidiaries) shall consolidate with the Company, or
any Person (other than one or more of its wholly-owned Subsidiaries) shall merge with and into the Company and the Company shall be the
continuing or surviving corporation of such merger and, in connection with such merger, all or part of the Common Stock shall be changed into
or exchanged for stock or other securities of any other Person (or of the Company) or cash or any other property, or (iii) the Company shall sell
or otherwise transfer (or one or more of its Subsidiaries shall sell or otherwise transfer), in one or more transactions, assets or earning power
aggregating to 50% or more of the assets or earning power of the Company and its Subsidiaries (taken as a whole) to any other Person (other
than the Company or one or more of its wholly-owned Subsidiaries), then, and in each such case, proper provision shall be made so that:

(A)  each holder of record of a Right (other than Rights which have become void pursuant to Section 11(a)(ii)) shall thereafter have the right to
receive, upon the exercise thereof at a price equal to the then-current Purchase Price multiplied by the number of one one-thousandths of a share
of Preferred Stock for which a Right was exercisable (whether or not such Right was then exercisable) immediately prior to the time that any
Person first became an Acquiring Person (each as subsequently adjusted thereafter pursuant to Sections 11(a)(i), 11(b), 11(c), 11(f), 11(h), 11(i)
and 11(m)), in accordance with the terms of this Rights Agreement and in lieu of Preferred Stock, such number of validly issued, fully paid and
non-assessable and freely tradeable shares of Common Stock of the Principal Party (as defined below) not subject to any liens, encumbrances,
rights of first refusal or other adverse claims, as shall be equal to the result obtained by (1)
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multiplying the then-current Purchase Price by the number of one one-thousandths of a share of Preferred Stock for which a Right was
exercisable immediately prior to the time that any Person first became an Acquiring Person (as subsequently adjusted thereafter pursuant to
Sections 11(a)(i), 11(b), 11(c), 11(f), 11(h), 11(i) and 11(m)) and (2) dividing that product by 50% of the then-current per share market price of
the Common Stock of such Principal Party (determined pursuant to Section 11(d)(i) hereof) on the date of consummation of such consolidation,
merger, sale or transfer; provided, that the Purchase Price and the number of shares of Common Stock of such Principal Party issuable upon
exercise of each Right shall be further adjusted as provided in Section 11(f) of this Rights Agreement to reflect any events occurring in respect
of such Principal Party after the date of such consolidation, merger, sale or transfer;

(B)  such Principal Party shall thereafter be liable for, and shall assume, by virtue of such consolidation, merger, sale or transfer, all the
obligations and duties of the Company pursuant to this Rights Agreement;

(C)  the term �Company� as used herein shall thereafter be deemed to refer to such Principal Party; and

(D)  such Principal Party shall take such steps (including, but not limited to, the reservation of a sufficient number of its shares of its Common
Stock) in connection with such consummation of any such transaction as may be necessary to assure that the provisions hereof shall thereafter be
applicable, as nearly as reasonably may be, in relation to the shares of its Common Stock thereafter deliverable upon the exercise of the Rights;
provided, that upon the subsequent occurrence of any consolidation, merger, sale or transfer of assets or other extraordinary transaction in
respect of such Principal Party, each holder of a Right shall thereupon be entitled to receive, upon exercise of a Right and payment of the
Purchase Price as provided in this Section 13(a), such cash, shares, rights, warrants and other property which such holder would have been
entitled to receive had such holder, at the time of such transaction, owned the Common Stock of the Principal Party receivable upon the exercise
of a Right pursuant to this Section 13(a), and such Principal Party shall take such steps (including, but not limited to, reservation of shares of
stock) as may be necessary to permit the subsequent exercise of the Rights in accordance with the terms hereof for such cash, shares, rights,
warrants and other property.

(b)  �Principal Party� shall mean:

(i)  in the case of any transaction described in clauses (i) or (ii) of the first sentence of Section 13(a) hereof: (A) the Person that is the issuer of
the securities into which the shares of Common Stock are converted in such merger or consolidation, or, if there is more than one such issuer, the
issuer of the shares of Common Stock of which have the greatest aggregate market value of shares outstanding, or (B) if no securities are so
issued, (x) the Person that is the other party to the merger, if such Person survives said merger, or, if there is more than one such Person, the
Person the shares of Common Stock of which have the greatest aggregate market value of shares outstanding or (y) if the Person that is the other
party to the merger does not survive the merger, the Person that does survive the merger (including the Company if it survives) or (z) the Person
resulting from the consolidation; and

(ii)  in the case of any transaction described in clause (iii) of the first sentence in Section 13(a) hereof, the Person that is the party receiving the
greatest portion of the assets or earning power transferred pursuant to such transaction or transactions, or, if each Person that is a party to such
transaction or transactions receives the same portion of the assets or earning power so transferred or if the Person receiving the greatest portion
of the assets or earning power cannot be determined, whichever of such Persons is the issuer of Common Stock having the greatest aggregate

Edgar Filing: CALIX, INC - Form 10-Q

55



market value of shares outstanding;

provided, however, that in any such case described in the foregoing clause (b)(i) or (b)(ii), if the Common Stock of such Person is not at such
time or has not been continuously over the preceding 12-month period registered under Section 12 of the Exchange Act, then (1) if such Person
is a direct or indirect Subsidiary of
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another Person the Common Stock of which is and has been so registered, the term �Principal Party� shall refer to such other Person, or (2) if such
Person is a Subsidiary, directly or indirectly, of more than one Person, and the Common Stock of all of such Persons have been so registered, the
term �Principal Party� shall refer to whichever of such Persons is the issuer of Common Stock having the greatest aggregate market value of shares
outstanding, or (3) if such Person is owned, directly or indirectly, by a joint venture formed by two or more Persons that are not owned, directly
or indirectly, by the same Person, the rules set forth in clauses (1) and (2) above shall apply to each of the owners having an interest in the
venture as if the Person owned by the joint venture was a Subsidiary of both or all of such joint venturers, and the Principal Party in each such
case shall bear the obligations set forth in this Section 13 in the same ratio as its interest in such Person bears to the total of such interests.

(c)  The Company shall not consummate any consolidation, merger, sale or transfer referred to in Section 13(a) hereof unless prior thereto the
Company and the Principal Party involved therein shall have executed and delivered to the Rights Agent an agreement confirming that the
requirements of Sections 13(a) and (b) hereof shall promptly be performed in accordance with their terms and that such consolidation, merger,
sale or transfer of assets shall not result in a default by the Principal Party under this Rights Agreement as the same shall have been assumed by
the Principal Party pursuant to Sections 13(a) and (b) hereof and providing that, as soon as practicable after executing such agreement pursuant
to this Section 13, the Principal Party will:

(i)  prepare and file a registration statement under the Securities Act, if necessary, with respect to the Rights and the securities purchasable upon
exercise of the Rights on an appropriate form, use its best efforts to cause such registration statement to become effective as soon as practicable
after such filing and use its best efforts to cause such registration statement to remain effective (with a prospectus at all times meeting the
requirements of the Securities Act) until the Expiration Date, and similarly comply with applicable state securities laws;

(ii)  use its best efforts, if the Common Stock of the Principal Party shall be listed or admitted to trading on the NYSE or on another national
securities exchange, to list or admit to trading (or continue the listing of) the Rights and the securities purchasable upon exercise of the Rights on
the NYSE or such securities exchange, or, if the Common Stock of the Principal Party shall not be listed or admitted to trading on the NYSE or a
national securities exchange, to cause the Rights and the securities receivable upon exercise of the Rights to be reported by such other system
then in use;

(iii)  deliver to holders of the Rights historical financial statements for the Principal Party which comply in all respects with the requirements for
registration on Form 10 (or any successor form) under the Exchange Act; and

(iv)  obtain waivers of any rights of first refusal or preemptive rights in respect of the Common Stock of the Principal Party subject to purchase
upon exercise of outstanding Rights.

In the event that any of the transactions described in Section 13(a) hereof shall occur at any time after the occurrence of a transaction described
in Section 11(a)(ii) hereof, the Rights which have not theretofore been exercised shall thereafter be exercisable in the manner described in
Section 13(a).

(d)  In case the Principal Party has a provision in any of its authorized securities or in its certificate of incorporation or by-laws or other
instrument governing its affairs, which provision would have the effect of (i) causing such Principal Party to issue (other than to holders of
Rights pursuant to this Section 13), in connection with, or as a consequence of, the consummation of a transaction referred to in this Section 13,
shares of Common Stock or Common Stock Equivalents of such Principal Party at less than the then-current market price per share thereof
(determined pursuant to Section 11(d) hereof) or securities exercisable for, or convertible into, Common Stock or Common Stock Equivalents of
such Principal Party at less than such then-current market price, or (ii) providing for any special payment, tax or similar provision in connection
with the issuance of the Common Stock of such Principal Party pursuant to the provisions of Section 13, then,
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in such event, the Company hereby agrees with each holder of Rights that it shall not consummate any such transaction unless prior thereto the
Company and such Principal Party shall have executed and delivered to the Rights Agent a supplemental agreement providing that the provision
in question of such Principal Party shall have been canceled, waived or amended, or that the authorized securities shall be redeemed, so that the
applicable provision will have no effect in connection with, or as a consequence of, the consummation of the proposed transaction.

(e)  The Company covenants and agrees that it shall not, at any time after a Person first becomes an Acquiring Person, enter into any transaction
of the type contemplated by Sections 13(a)(i)-(iii) hereof if (x) at the time of or immediately after such consolidation, merger, sale, transfer or
other transaction there are any rights, warrants or other instruments or securities outstanding or agreements in effect which would substantially
diminish or otherwise eliminate the benefits intended to be afforded by the Rights, (y) prior to, simultaneously with or immediately after such
consolidation, merger, sale, transfer or other transaction, the stockholders of the Person who constitutes, or would constitute, the Principal Party
for purposes of Section 13(b) hereof shall have received a distribution of Rights previously owned by such Person or any of its Affiliates or
Associates or (z) the form or nature of organization of the Principal Party would preclude or limit the exercisability of the Rights.

Section 14.  Fractional Rights and Fractional Shares. (a) The Company shall not be required to issue fractions of Rights (except prior to the
Distribution Date in accordance with Section 11(n) hereof) or to distribute Right Certificates which evidence fractional Rights. In lieu of such
fractional Rights, there shall be paid to the registered holders of the Right Certificates with regard to which such fractional Rights would
otherwise be issuable, an amount in cash equal to the same fraction of the current market value of a whole Right. For the purposes of this Section
14(a), the current market value of a whole Right shall be the closing price of the Rights for the Trading Day immediately prior to the date on
which such fractional Rights would have been otherwise issuable. The closing price for any day shall be the last sale price, regular way, or, in
case no such sale takes place on such day, the average of the closing bid and asked prices, regular way, in either case as reported by (w) the
principal consolidated transaction reporting system with respect to securities listed or admitted to trading on the NYSE or, (x) if the Rights are
not listed or admitted to trading on the NYSE, as reported in the principal consolidated transaction reporting system with respect to securities
listed on the principal national securities exchange on which the Rights are listed or admitted to trading or, (y) if the Rights are not listed or
admitted to trading on any national securities exchange, the last quoted price or, if not so quoted, the average of the high bid and low asked
prices in the over-the-counter market, as reported by such system then in use or, (z) if on any such date the Rights are not so quoted or reported,
the average of the closing bid and asked prices as furnished by a professional market maker making a market in the Rights selected by the Board
of Directors of the Company. If on any such date no such market maker is making a market in the Rights, the fair value of the Rights on such
date as determined in good faith by the Board of Directors of the Company shall be used.

(b)  The Company shall not be required to issue fractions of shares of Preferred Stock (other than fractions which are integral multiples of one
one-thousandth of a share of Preferred Stock) upon exercise of the Rights or to distribute certificates which evidence fractional shares of
Preferred Stock (other than fractions which are integral multiples of one one-thousandth of a share of Preferred Stock). Interests in fractions of
Preferred Stock in integral multiples of one one-thousandth of a share of Preferred Stock may, at the election of the Company, be evidenced by
depositary receipts, pursuant to an appropriate agreement between the Company and a depositary selected by it; provided, that such agreement
shall provide that the holders of such depositary receipts shall have all the rights, privileges and preferences to which they are entitled as
beneficial owners (for the purposes of this Section 14(b), as such term is defined in Rule 13d-3 or 13d-5 of the General Rules and Regulations
under the Exchange Act) of the Preferred Stock represented by such depositary receipts. In lieu of fractional shares of Preferred Stock that are
not integral multiples of one one-thousandth of a share of Preferred Stock, the Company shall pay to the registered holders of Right Certificates
at the time such Rights are exercised or exchanged as herein provided an amount in cash equal to the same fraction of
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the current market value of one share of Preferred Stock. For the purposes of this Section 14(b), the current market value of a share of Preferred
Stock shall be the closing price of a share of Preferred Stock (as determined pursuant to Section 11(d)(ii) hereof) for the Trading Day
immediately prior to the date of such exercise or exchange.

(c)  The Company shall not be required to issue fractions of shares of Common Stock or to distribute certificates which evidence fractional
shares of Common Stock upon the exercise or exchange of Rights. In lieu of such fractional shares of Common Stock, the Company shall pay to
the registered holders of the Right Certificates with regard to which such fractional shares of Common Stock would otherwise be issuable an
amount in cash equal to the same fraction of the current market value of a whole share of Common Stock. For purposes of this Section 14(c), the
current market value of one share of Common Stock for which a Right is exercisable shall be deemed to be the closing price of one share of
Common Stock (as determined in accordance with Section 11(d)(i) hereof), for the Trading Day immediately prior to the date of such exercise or
exchange.

(d)  The holder of a Right by the acceptance of the Right expressly waives the right to receive any fractional Rights or any fractional shares upon
exercise or exchange of a Right (except as provided above).
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Section 15.  Rights of Action. All rights of action in respect of this Rights Agreement, excepting the rights of action given to the Rights Agent
under Section 18 hereof, are vested in the respective registered holders of the Right Certificates (and, prior to the Distribution Date, the
registered holders of the Common Stock); and any registered holder of any Right Certificate (or, prior to the Distribution Date, of the Common
Stock), without the consent of the Rights Agent or of the holder of any other Right Certificate (or, prior to the Distribution Date, of the Common
Stock), on such holder�s own behalf and for such holder�s own benefit, may enforce, and may institute and maintain any suit, action or proceeding
against the Company to enforce, or otherwise act in respect of, such holder�s right to exercise the Rights evidenced by such Right Certificate (or,
prior to the Distribution Date, such Common Stock) in the manner provided in such Right Certificate and in this Rights Agreement. Without
limiting the foregoing or any remedies available to the holders of Rights, it is specifically acknowledged that the holders of Rights would not
have an adequate remedy at law for any breach of this Rights Agreement and will be entitled to specific performance of the obligations under,
and injunctive relief against actual or threatened violations of the obligations of any Person subject to, this Rights Agreement.

Section 16.  Agreement of Right Holders. Every holder of a Right, by accepting the same, consents and agrees with the Company and the Rights
Agent and with every other holder of a Right that:

(i)  prior to the Distribution Date, the Rights will not be evidenced by a Right Certificate and will be transferable only in connection with the
transfer of the Common Stock;

(ii)  after the Distribution Date, the Right Certificates are transferable only on the registry books of the Rights Agent if surrendered at the office
or agency of the Rights Agent designated for such purpose, duly endorsed or accompanied by a proper instrument of transfer;

(iii)  the Company and the Rights Agent may deem and treat the Person in whose name the Right Certificate (or, prior to the Distribution Date,
the Common Stock certificate (or Book Entry shares in respect of Common Stock)) is registered as the absolute owner thereof and of the Rights
evidenced thereby (notwithstanding any notations of ownership or writing on the Right Certificates or the Common Stock certificate (or notices
provided to holders of Book Entry shares of Common Stock) made by anyone other than the Company or the Rights Agent) for all purposes
whatsoever, and neither the Company nor the Rights Agent, subject to Section 7(e) hereof, shall be affected by any notice to the contrary; and

(iv)  notwithstanding anything in this Rights Agreement to the contrary, neither the Company nor the Rights Agent shall have any liability to any
holder of a Right or other Person as a result of its inability to perform any of its obligations under this Rights Agreement by reason of any
preliminary or permanent
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injunction or other order, judgment, decree or ruling (whether interlocutory or final) issued by a court or by a governmental, regulatory,
self-regulatory or administrative agency or commission, or any statute, rule, regulation or executive order promulgated or enacted by any
governmental authority, prohibiting or otherwise restraining performance of such obligation; provided, however, that the Company must use its
reasonable best efforts to have any such injunction, order, judgment, decree or ruling lifted or otherwise overturned as soon as possible.

Section 17.  Right Certificate Holder Not Deemed a Stockholder. No holder, as such, of any Right Certificate shall be entitled to vote, receive
dividends or be deemed for any purpose the holder of the Preferred Stock or any other securities of the Company which may at any time be
issuable on the exercise or exchange of the Rights represented thereby, nor shall anything contained herein or in any Right Certificate be
construed to confer upon the holder of any Right Certificate, as such, any of the rights of a stockholder of the Company or any right to vote for
the election of directors or upon any matter submitted to stockholders at any meeting thereof, or to give or withhold consent to any corporate
action, or to receive notice of meetings or other actions affecting stockholders (except as provided in this Rights Agreement), or to receive
dividends or subscription rights, or otherwise, until the Rights evidenced by such Right Certificate shall have been exercised or exchanged in
accordance with the provisions hereof.

Section 18.  Concerning the Rights Agent. (a) The Company agrees to pay to the Rights Agent reasonable compensation for all services rendered
by it hereunder and, from time to time, on demand of the Rights Agent, its reasonable expenses and counsel fees and other disbursements
incurred in the administration and execution of this Rights Agreement and the exercise and performance of its duties hereunder. The Company
also agrees to indemnify the Rights Agent for, and to hold it harmless against, any loss, liability or expense, incurred without gross negligence,
bad faith or willful misconduct on the part of the Rights Agent, for anything done or omitted by the Rights Agent in connection with the
acceptance and administration of this Rights Agreement, including the costs and expenses of defending against any claim of liability arising
therefrom, directly or indirectly.

(b)  The Rights Agent shall be protected and shall incur no liability for, or in respect of any action taken, suffered or omitted by it in connection
with, its administration of this Rights Agreement in reliance upon any Right Certificate or certificate representing the Preferred Stock, the
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Common Stock or any other securities of the Company, instrument of assignment or transfer, power of attorney, endorsement, affidavit, letter,
notice, direction, consent, certificate, statement, or other paper or document reasonably believed by it to be genuine and to be signed, executed
and, where necessary, verified or acknowledged, by the proper Person or Persons, or otherwise upon the advice of counsel as set forth in Section
20 hereof.

Section 19.  Merger or Consolidation or Change of Name of Rights Agent. (a) Any corporation or entity into which the Rights Agent or any
successor Rights Agent may be merged or with which it may be consolidated, or any corporation or entity resulting from any merger or
consolidation to which the Rights Agent or any successor Rights Agent shall be a party, or any corporation or entity succeeding to the stock
transfer or corporate trust powers of the Rights Agent or any successor Rights Agent, shall be the successor to the Rights Agent under this
Rights Agreement without the execution or filing of any paper or any further act on the part of any of the parties hereto; provided, that such
corporation or entity would be eligible for appointment as a successor Rights Agent under the provisions of Section 21 hereof. In case at the time
such successor Rights Agent shall succeed to the agency created by this Rights Agreement, any of the Right Certificates shall have been
countersigned but not delivered, any such successor Rights Agent may adopt the countersignature of the predecessor Rights Agent and deliver
such Right Certificates so countersigned; and in case at that time any of the Right Certificates shall not have been countersigned, any successor
Rights Agent may countersign such Right Certificates either in the name of the predecessor Rights Agent or in the name of such successor
Rights Agent; and in all such cases such Right Certificates shall have the full force provided in the Right Certificates and in this Rights
Agreement.
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(b)  In case at any time the name of the Rights Agent shall be changed and at such time any of the Right Certificates shall have been
countersigned but not delivered the Rights Agent may adopt the countersignature under its prior name and deliver Right Certificates so
countersigned; and in case at that time any of the Right Certificates shall not have been countersigned, the Rights Agent may countersign such
Right Certificates either in its prior name or in its changed name and in all such cases such Right Certificates shall have the full force provided in
the Right Certificates and in this Rights Agreement.

Section 20.  Duties of Rights Agent. The Rights Agent undertakes the duties and obligations imposed by this Rights Agreement upon the
following terms and conditions, by all of which the Company and the holders of Right Certificates, by their acceptance thereof, shall be bound:

(a)  The Rights Agent may consult with legal counsel (who may be legal counsel for the Company), and the opinion of such counsel shall be full
and complete authorization and protection to the Rights Agent as to any action taken or omitted by it in good faith and in accordance with such
opinion.

(b)  Whenever in the performance of its duties under this Rights Agreement the Rights Agent shall deem it necessary or desirable that any fact or
matter be proved or established by the Company prior to taking or suffering any action hereunder, such fact or matter (unless other evidence in
respect thereof be herein specifically prescribed) may be deemed to be conclusively proved and established by a certificate signed by any one of
the Chief Executive Officer, President, any Vice President, the Treasurer or the Secretary of the Company (each, an �Authorized Officer�) and
delivered to the Rights Agent; and such certificate shall be full authorization to the Rights Agent for any action taken or suffered in good faith by
it under the provisions of this Rights Agreement in reliance upon such certificate.

(c)  The Rights Agent shall be liable hereunder to the Company and any other Person only for its own gross negligence, bad faith or willful
misconduct.

(d)  The Rights Agent shall not be liable for or by reason of any of the statements of fact or recitals contained in this Rights Agreement or in the
Right Certificates (except its countersignature thereof) or be required to verify the same, but all such statements and recitals are and shall be
deemed to have been made by the Company only.

(e)  The Rights Agent shall not be under any responsibility in respect of the validity of this Rights Agreement or the execution and delivery
hereof (except the due execution hereof by the Rights Agent) or in respect of the validity or execution of any Right Certificate (except its
countersignature thereof); nor shall it be responsible for any breach by the Company of any covenant or condition contained in this Rights
Agreement or in any Right Certificate; nor shall it be responsible for any change in the exercisability of the Rights (including the Rights
becoming void pursuant to Section 11(a)(ii) hereof) or any adjustment in the terms of the Rights (including the manner, method or amount
thereof) provided for in Sections 3, 11, 13, 23 and 24, or the ascertaining of the existence of facts that would require any such change or
adjustment (except with respect to the exercise of Rights evidenced by Right Certificates after receipt of a certificate furnished pursuant to
Section 12, describing such change or adjustment); nor shall it by any act hereunder be deemed to make any representation or warranty as to the
authorization or reservation of any shares of Preferred Stock or other securities to be issued pursuant to this Rights Agreement or any Right
Certificate or as to whether any shares of Preferred Stock or other securities will, when issued, be validly authorized and issued, fully paid and
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nonassessable.

(f)  The Company agrees that it will perform, execute, acknowledge and deliver or cause to be performed, executed, acknowledged and delivered
all such further and other acts, instruments and assurances as may reasonably be required by the Rights Agent for the carrying out or performing
by the Rights Agent of the provisions of this Rights Agreement.

(g)  The Rights Agent is hereby authorized and directed to accept instructions with respect to the performance of its duties hereunder from any
person reasonably believed by the Rights Agent to be one of the Authorized Officers, and to apply to such Authorized Officers for advice or
instructions in connection with
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its duties, and it shall not be liable for any action taken or suffered by it in good faith in accordance with instructions of any such Authorized
Officer or for any delay in acting while waiting for those instructions. Any application by the Rights Agent for written instructions from the
Company may, at the option of the Rights Agent, set forth in writing any action proposed to be taken or omitted by the Rights Agent under this
Rights Agreement and the date on and/or after which such action shall be taken or such omission shall be effective. The Rights Agent shall not
be liable for any action taken by, or omission of, the Rights Agent in accordance with a proposal included in any such application on or after the
date specified in such application (which date shall not be less than five Business Days after the date any Authorized Officer of the Company
actually receives such application, unless any such Authorized Officer shall have consented in writing to an earlier date) unless, prior to taking
any such action (or the effective date in the case of an omission), the Rights Agent shall have received written instructions in response to such
application specifying the action to be taken or omitted.

(h)  The Rights Agent and any stockholder, director, officer or employee of the Rights Agent may buy, sell or deal in any of the Rights or other
securities of the Company or become pecuniarily interested in any transaction in which the Company may be interested, or contract with or lend
money to the Company or otherwise act as fully and freely as though it were not Rights Agent under this Rights Agreement. Nothing herein
shall preclude the Rights Agent from acting in any other capacity for the Company or for any other legal entity.

(i)  The Rights Agent may execute and exercise any of the rights or powers hereby vested in it or perform any duty hereunder either itself or by
or through its attorneys or agents, and the Rights Agent shall not be answerable or accountable for any act, default, neglect or misconduct of any
such attorneys or agents or for any loss to the Company resulting from any such act, default, neglect or misconduct, provided, that reasonable
care was exercised in the selection and continued employment thereof.

(j)  If, with respect to any Right Certificate surrendered to the Rights Agent for exercise or transfer, the certificate contained in the form of
assignment or the form of election to purchase set forth on the reverse thereof, as the case may be, has not been completed to certify the holder is
not an Acquiring Person (or an Affiliate or Associate thereof) or a transferee thereof, the Rights Agent shall not take any further action with
respect to such requested exercise or transfer without first consulting with the Company.

Section 21.    Change of Rights Agent. The Rights Agent or any successor Rights Agent may resign and be discharged from its duties under this
Rights Agreement upon 30 days� notice in writing mailed to the Company and, in the event that the Rights Agent or one if its affiliates is not also
the transfer agent for the Company, to each transfer agent of the Common Stock or Preferred Stock by registered or certified mail, and,
following the Distribution Date, to the holders of the Right Certificates by first-class mail. The Company may remove the Rights Agent or any
successor Rights Agent upon 30 days� notice in writing, mailed to the Rights Agent or successor Rights Agent, as the case may be, and to each
transfer agent of the Common Stock or Preferred Stock by registered or certified mail, and, following the Distribution Date, to the holders of the
Right Certificates by first-class mail. If the Rights Agent shall resign or be removed or shall otherwise become incapable of acting, the Company
shall appoint a successor to the Rights Agent. If the Company shall fail to make such appointment within a period of 30 days after giving notice
of such removal or after it has been notified in writing of such resignation or incapacity by the resigning or incapacitated Rights Agent or by the
holder of a Right Certificate (who shall, with such notice, submit his, her or its Right Certificate for inspection by the Company), then the
registered holder of any Right Certificate may apply to any court of competent jurisdiction for the appointment of a new Rights Agent. Any
successor Rights Agent, whether appointed by the Company or by such a court, shall be (A) a corporation or other entity organized and doing
business under the laws of the United States or any State thereof, which is authorized under such laws to exercise corporate trust or stock
transfer powers and is subject to supervision or examination by federal or state authority and which has at the time of its appointment as Rights
Agent a combined capital and surplus of at least $50 million or (B) an affiliate of a corporation or entity described in clause (A) of this sentence.
After appointment, the successor Rights Agent shall be vested with the same powers, rights, duties and
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responsibilities as if it had been originally named as Rights Agent without further act or deed; but the predecessor Rights Agent shall deliver and
transfer to the successor Rights Agent any property at the time held by it hereunder, and execute and deliver any further assurance, conveyance,
act or deed necessary for the purpose. Not later than the effective date of any such appointment the Company shall file notice thereof in writing
with the predecessor Rights Agent and each transfer agent of the Common Stock or Preferred Stock, and, following the Distribution Date, mail a
notice thereof in writing to the registered holders of the Right Certificates. Failure to give any notice provided for in this Section 21, however, or
any defect therein, shall not affect the legality or validity of the resignation or removal of the Rights Agent or the appointment of the successor
Rights Agent, as the case may be.

Section 22.  Issuance of New Right Certificates. Notwithstanding any of the provisions of this Rights Agreement or of the Rights to the contrary,
the Company may, at its option, issue new Right Certificates evidencing Rights in such forms as may be approved by its Board of Directors to
reflect any adjustment or change in the Purchase Price and the number or kind or class of shares or other securities or property purchasable under
the Right Certificates made in accordance with the provisions of this Rights Agreement. In addition, in connection with the issuance or sale of
Common Stock following the Distribution Date and prior to the Expiration Date, the Company may with respect to shares of Common Stock so
issued or sold (i) pursuant to the exercise of stock options, (ii) under any employee plan or arrangement, (iii) upon the exercise, conversion or
exchange of securities, notes or debentures issued by the Company or (iv) pursuant to a contractual obligation of the Company, in each case
existing prior to the Distribution Date, issue Right Certificates representing the appropriate number of Rights in connection with such issuance
or sale.

Section 23.  Redemption. (a) The Board of Directors of the Company may, at its option at any time prior to such time as any Person first
becomes an Acquiring Person, redeem all but not less than all the then-outstanding Rights at a redemption price of $0.01 per Right,
appropriately adjusted to reflect any stock split, stock dividend or similar transaction occurring in respect of the Common Stock of the Company
after the date hereof (the redemption price hereinafter referred to as the �Redemption Price�). The redemption of the Rights may be made effective
at such time, on such basis and with such conditions as the Board of Directors in its sole discretion may establish. The Company may, at its
option, pay the Redemption Price in cash, shares of Common Stock (based on the current market price of the Common Stock at the time of
redemption as determined pursuant to Section 11(d)(i) hereof) or any other form of consideration deemed appropriate by the Board of Directors.

(b)  Immediately upon the action of the Board of Directors ordering the redemption of the Rights pursuant to paragraph (a) of this Section 23 (or
at such later time as the Board of Directors may establish for the effectiveness of such redemption), and without any further action and without
any notice, the right to exercise the Rights will terminate and the only right thereafter of the holders of Rights shall be to receive the Redemption
Price. The Company shall promptly give public notice of any such redemption; provided, however, that the failure to give, or any defect in, any
such notice shall not affect the validity of such redemption. Within 10 days after such action of the Board of Directors ordering the redemption
of the Rights (or such later time as the Board of Directors may establish for the effectiveness of such redemption), the Company shall mail a
notice of redemption to all the holders of the then-outstanding Rights at their last addresses as they appear upon the registry books of the Rights
Agent or, prior to the Distribution Date, on the registry books of the transfer agent for the Common Stock. Any notice which is mailed in the
manner herein provided shall be deemed given, whether or not the holder receives the notice. Each such notice of redemption shall state the
method by which the payment of the Redemption Price will be made. The failure to give notice required by this Section 23(b) or any defect
therein shall not affect the validity of the action taken by the Company.

(c)  In the case of a redemption under Section 23(a) hereof, the Company may, at its option, discharge all of its obligations with respect to the
Rights by (i) issuing a press release announcing the manner of redemption of the Rights and (ii) mailing payment of the Redemption Price to the
registered holders of the Rights at their last addresses as they appear on the registry books of the Rights Agent or, prior to the
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Distribution Date, on the registry books of the transfer agent of the Common Stock, and upon such action, all outstanding Right Certificates shall
be void without any further action by the Company.

Section 24.  Exchange. (a) The Board of Directors of the Company may, at its option, at any time after any Person first becomes an Acquiring
Person, exchange all or part of the then-outstanding Rights (which shall not include Rights that have not become effective or that have become
void pursuant to the provisions of Section 11(a)(ii) hereof) for shares of Common Stock at an exchange ratio of one share of Common Stock (or
one one-thousandth of a share of Preferred Stock) per Right, appropriately adjusted to reflect any stock split, stock dividend or similar
transaction occurring after the date hereof (such amount per Right being hereinafter referred to as the �Exchange Ratio�). Notwithstanding the
foregoing, the Board of Directors shall not be empowered to effect such exchange at any time after an Acquiring Person becomes the Beneficial
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Owner of shares of Common Stock aggregating 50% or more of the shares of Common Stock then outstanding. From and after the occurrence of
an event specified in Section 13(a) hereof, any Rights that theretofore have not been exchanged pursuant to this Section 24(a) shall thereafter be
exercisable only in accordance with Section 13 and may not be exchanged pursuant to this Section 24(a). The exchange of the Rights by the
Board of Directors may be made effective at such time, on such basis and with such conditions as the Board of Directors in its sole discretion
may establish. Prior to effecting an exchange pursuant to this Section 24, the Board of Directors may direct the Company to enter into a Trust
Agreement in such form and with such terms as the Board of Directors shall then approve (the �Trust Agreement�). If the Board of Directors so
directs, the Company shall enter into the Trust Agreement and shall issue to the trust created by such agreement (the �Trust�) all of the shares of
Common Stock issuable pursuant to the exchange, and all stockholders entitled to receive shares pursuant to the exchange shall be entitled to
receive such shares (and any dividends or distributions made thereon after the date on which such shares are deposited in the Trust) only from
the Trust and solely upon compliance with the relevant terms and provisions of the Trust Agreement.

(b)  Immediately upon the effectiveness of the action of the Board of Directors of the Company ordering the exchange of any Rights pursuant to
paragraph (a) of this Section 24 and without any further action and without any notice, the right to exercise such Rights shall terminate and the
only right thereafter of a holder of such Rights shall be to receive that number of shares of Common Stock equal to the number of such Rights
held by such holder multiplied by the Exchange Ratio. The Company shall promptly give public notice of any such exchange and shall promptly
mail a notice of any such exchange to all of the holders of the Rights so exchanged at their last addresses as they appear upon the registry books
of the Rights Agent; provided, however, that the failure to give, or any defect in, such notice shall not affect the validity of such exchange. Any
notice which is mailed in the manner herein provided shall be deemed given, whether or not the holder receives the notice. Each such notice of
exchange will state the method by which the exchange of the shares of Common Stock for Rights will be effected and, in the event of any partial
exchange, the number of Rights which will be exchanged. Any partial exchange shall be effected pro rata based on the number of Rights (other
than Rights which have become void pursuant to the provisions of Section 11(a)(ii) hereof) held by each holder of Rights.

(c)  The Company may at its option substitute and, in the event that there shall not be sufficient shares of Common Stock issued but not
outstanding or authorized but unissued (and unreserved) to permit an exchange of Rights for Common Stock as contemplated in accordance with
this Section 24, the Company shall substitute to the extent of such insufficiency, for each share of Common Stock that would otherwise be
issuable upon exchange of a Right, a number of shares of Preferred Stock or fractions thereof (or Equivalent Preferred Shares as such term is
defined in Section 11(b)) such that the current per share market price (determined pursuant to Section 11(d) hereof) of one share of Preferred
Stock (or Equivalent Preferred Share) multiplied by such number or fraction is equal to the current per share market price of one share of
Common Stock (determined pursuant to Section 11(d) hereof) as of the date of such exchange.

Section 25.  Notice of Certain Events. (a) In case the Company shall at any time after the earlier of the Distribution Date or the Stock
Acquisition Date propose (i) to pay any dividend payable in stock of any
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class to the holders of its Preferred Stock or to make any other distribution to the holders of its Preferred Stock (other than a regular quarterly
cash dividend), (ii) to offer to the holders of its Preferred Stock rights or warrants to subscribe for or to purchase any additional shares of
Preferred Stock or shares of stock of any class or any other securities, rights or options, (iii) to effect any reclassification of its Preferred Stock
(other than a reclassification involving only the subdivision or combination of outstanding Preferred Stock), (iv) to effect the liquidation,
dissolution or winding up of the Company, or (v) to pay any dividend on the Common Stock payable in Common Stock or to effect a
subdivision, combination or consolidation of the Common Stock (by reclassification or otherwise than by payment of dividends in Common
Stock), then, in each such case, the Company shall give to each holder of a Right Certificate, in accordance with Section 26 hereof, a notice of
such proposed action, which shall specify the record date for the purposes of such stock dividend, or distribution or offering of rights or
warrants, or the date on which such liquidation, dissolution, reclassification, subdivision, combination, consolidation or winding up is to take
place and the date of participation therein by the holders of the Common Stock and/or Preferred Stock, if any such date is to be fixed, and such
notice shall be so given in the case of any action covered by clause (i) or (ii) above at least 10 days prior to the record date for determining
holders of the Preferred Stock for purposes of such action, and in the case of any such other action, at least 10 days prior to the date of the taking
of such proposed action or the date of participation therein by the holders of the Common Stock and/or Preferred Stock, whichever shall be the
earlier.

(b)  In case any event described in Section 11(a)(ii) or Section 13 shall occur then the Company shall as soon as practicable thereafter give to
each holder of a Right Certificate (or if occurring prior to the Distribution Date, the holders of the Common Stock) in accordance with Section
26 hereof, a notice of the occurrence of such event, which notice shall describe such event and the consequences of such event to holders of
Rights under Section 11(a)(ii) and Section 13 hereof.

(c)  The failure to give notice required by this Section 25 or any defect therein shall not affect the validity of the action taken by the Company or
the vote upon any such action.
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Section 26. Notices. Notices or demands authorized by this Rights Agreement to be given or made by the Rights Agent or by the holder of any
Right Certificate to or on the Company shall be sufficiently given or made if sent by overnight delivery service or first-class mail, postage
prepaid, addressed (until another address is filed in writing with the Rights Agent) as follows:

CNO Financial Group, Inc.
11825 North Pennsylvania Street
Carmel, Indiana 46032
Attn: Chief Financial Officer

Subject to the provisions of Section 21 hereof, any notice or demand authorized by this Rights Agreement to be given or made by the Company
or by the holder of any Right Certificate to or on the Rights Agent shall be sufficiently given or made if sent by overnight delivery service or
first-class mail, postage prepaid, addressed (until another address is filed in writing with the Company) as follows:

American Stock Transfer & Trust Company, LLC
6201 15th Avenue
Brooklyn, New York 11219
Attn: Corporate Trust Department

with a copy (which shall not constitute notice) to:

American Stock Transfer & Trust Company, LLC
6201 15th Avenue
Brooklyn, New York 11219
Attn: General Counsel
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Notices or demands authorized by this Rights Agreement to be given or made by the Company or the Rights Agent to the holder of any Right
Certificate shall be sufficiently given or made if sent by first-class mail, postage prepaid, addressed to such holder at the address of such holder
as shown on the registry books of the Company.

Section 27.  Supplements and Amendments. Except as otherwise provided in this Section 27, for so long as the Rights are then redeemable, the
Company may in its sole and absolute discretion, and the Rights Agent shall if the Company so directs, supplement or amend any provision of
this Rights Agreement in any respect without the approval of any holders of the Rights. At any time when the Rights are no longer redeemable,
except as otherwise provided in this Section 27, the Company may, and the Rights Agent shall, if the Company so directs, supplement or amend
this Rights Agreement without the approval of any holders of Rights in order to (i) cure any ambiguity, (ii) correct or supplement any provision
contained herein which may be defective or inconsistent with any other provisions herein, (iii) shorten or lengthen any time period hereunder, or
(iv) change or supplement the provisions hereunder in any manner which the Company may deem necessary or desirable; provided, however,
that no such supplement or amendment shall adversely affect the interests of the holders of Rights as such (other than an Acquiring Person or an
Affiliate or Associate of an Acquiring Person), and no such amendment may cause the Rights again to become redeemable or cause this Rights
Agreement again to become amendable other than in accordance with this sentence. Notwithstanding anything contained in this Rights
Agreement to the contrary, no supplement or amendment shall be made which decreases the Redemption Price. Upon the delivery of a certificate
from an appropriate officer of the Company which states that the supplement or amendment is in compliance with the terms of this Section 27,
the Rights Agent shall execute such supplement or amendment; provided, that any supplement or amendment that does not amend Section 18,
19, 20 or 21 hereof or this Section 27 in a manner adverse to the Rights Agent shall become effective immediately upon execution by the
Company, whether or not also executed by the Rights Agent.

Section 28.  Process to Seek Exemption. Any Person who desires to effect any acquisition of Company 382 Securities that might, if
consummated, result in such Person (together with its Affiliates and Associates) Beneficially Owning 4.99% or more of any class of Company
382 Securities then outstanding (or, in the case of a Grandfathered Person, additional shares of Company 382 Securities in excess of those
permitted by the definition of Grandfathered Person) (a �Requesting Person�) may, prior to the Stock Acquisition Date and in accordance with this
Section 28, request that the Board of Directors grant an exemption with respect to such acquisition under this Agreement so that such Person
would be deemed to be an �Exempted Person� under subsections (v) or (vi) of Section 1(l) hereof for purposes of this Agreement (an �Exemption
Request�). An Exemption Request shall be in proper form and shall be delivered by registered mail, return receipt requested, to the Secretary of
the Company at the principal executive office of the Company. To be in proper form, an Exemption Request shall set forth (i) the name and
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address of the Requesting Person, (ii) the number and percentage of shares of Company 382 Securities then Beneficially Owned by the
Requesting Person, together with all Affiliates and Associates of the Requesting Person, and (iii) a reasonably detailed description of the
transaction or transactions by which the Requesting Person would propose to acquire Beneficial Ownership of Company 382 Securities
aggregating 4.99% or more of any class of the then outstanding Company 382 Securities (or, in the case of a Grandfathered Person, additional
shares of Company 382 Securities in excess of those permitted by the definition of Grandfathered Person) and the maximum number and
percentage of shares of Company 382 Securities that the Requesting Person proposes to acquire. The Board of Directors shall endeavor to
respond to an Exemption Request within 30 Business Days after receipt of such Exemption Request; provided, that the failure of the Board of
Directors to make a determination within such period shall be deemed to constitute the denial by the Board of Directors of the Exemption
Request. The Requesting Person shall respond promptly to reasonable and appropriate requests for additional information from the Company or
the Board of Directors and its advisors to assist the Board of Directors in making its determination. The Board of Directors shall only grant an
exemption in response to an Exemption Request if the Board of Directors determines in its sole discretion that the acquisition of Beneficial
Ownership of Company 382 Securities by the Requesting Person will not jeopardize or endanger the
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availability to the Company of its NOL carryforwards. Any exemption granted hereunder may be granted in whole or in part, and may be subject
to limitations or conditions (including a requirement that the Requesting Person agree that it will not acquire Beneficial Ownership of shares of
Company 382 Securities in excess of the maximum number and percentage of shares approved by the Board of Directors), in each case as and to
the extent the Board shall determine necessary or desirable to provide for the protection of the Company�s NOLs.

Section 29.  Successors. All the covenants and provisions of this Rights Agreement by or for the benefit of the Company or the Rights Agent
shall bind and inure to the benefit of their respective successors and assigns hereunder.

Section 30.  Benefits of this Rights Agreement. Nothing in this Rights Agreement shall be construed to give to any Person other than the
Company, the Rights Agent and the registered holders of the Right Certificates (and, prior to the Distribution Date, the Common Stock) any
legal or equitable right, remedy or claim under this Rights Agreement; but this Rights Agreement shall be for the sole and exclusive benefit of
the Company, the Rights Agent and the registered holders of the Right Certificates (and, prior to the Distribution Date, the Common Stock).

Section 31.  Determinations and Actions by the Board of Directors. The Board of Directors of the Company shall have the exclusive power and
authority to administer this Rights Agreement and to exercise the rights and powers specifically granted to the Board of Directors of the
Company or to the Company, or as may be necessary or advisable in the administration of this Rights Agreement, including, without limitation,
the right and power to (i) interpret the provisions of this Rights Agreement and (ii) make all determinations deemed necessary or advisable for
the administration of this Rights Agreement (including, without limitation, a determination to redeem or exchange or not redeem or exchange the
Rights or to amend or not amend this Rights Agreement). All such actions, calculations, interpretations and determinations that are done or made
by the Board of Directors of the Company in good faith, shall be final, conclusive and binding on the Company, the Rights Agent, the holders of
the Rights, as such, and all other parties.

Section 32.  Severability. If any term, provision, covenant or restriction of this Rights Agreement or applicable to this Rights Agreement is held
by a court of competent jurisdiction or other authority to be invalid, void or unenforceable, the remainder of the terms, provisions, covenants and
restrictions of this Rights Agreement shall remain in full force and effect and shall in no way be affected, impaired or invalidated; provided,
however, that notwithstanding anything in this Rights Agreement to the contrary, if any such term, provision, covenant or restriction is held by
such court or authority to be invalid, void or unenforceable and the Board of Directors determines in its good faith judgment that severing the
invalid language from this Rights Agreement would adversely affect the purpose or effect of this Rights Agreement, the right of redemption set
forth in Section 23 hereof shall be reinstated (with prompt notice to the Rights Agent) and shall not expire until the Close of Business on the
tenth Business Day following the date of such determination by the Board. Without limiting the foregoing, if any provision requiring a specific
group of Directors of the Company to act is held by any court of competent jurisdiction or other authority to be invalid, void or unenforceable,
such determination shall then be made by the Board of Directors in accordance with applicable law and the Company�s Amended and Restated
Certificate of Incorporation and Amended and Restated Bylaws.

Section 33.  Governing Law. This Rights Agreement and each Right Certificate issued hereunder shall be deemed to be a contract made under
the laws of the State of Delaware and for all purposes shall be governed by and construed in accordance with the laws of such State applicable to
contracts to be made and performed entirely within such State.

Section 34.  Counterparts. This Rights Agreement may be executed in any number of counterparts and each of such counterparts shall for all
purposes be deemed to be an original, and all such counterparts shall together constitute but one and the same instrument. A signature to this
Rights Agreement transmitted electronically shall have the same authority, effect and enforceability as an original signature.
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Section 35.  Descriptive Headings. Descriptive headings of the several sections of this Rights Agreement are inserted for convenience only and
shall not control or affect the meaning or construction of any of the provisions hereof.

Section 36.  Prior Agreement. This Rights Agreement amends and restates in its entirety the Original Rights Agreement and the terms and
provisions of the Original Rights Agreement are superseded hereby.

28

IN WITNESS WHEREOF, the parties hereto have caused this Amended and Restated Rights Agreement to be duly executed and attested, all as
of the day and year first above written.

CNO FINANCIAL GROUP, INC.

Attest: /s/ Karl W. Kindig By: /s/ Scott L. Galovic

      Name: Scott L. Galovic
      Title: Vice President and Treasurer

AMERICAN STOCK TRANSFER & TRUST COMPANY, LLC

Attest: /s/ Felix Orihuela

           Felix Orihuela
           Vice President

By: /s/ Paula Caroppoli

      Name: Paula Caroppoli
      Title: Senior Vice President
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EXHIBIT A

FORM
OF

CERTIFICATE OF DESIGNATIONS
OF

SERIES B JUNIOR PARTICIPATING PREFERRED STOCK
OF

CNO FINANCIAL GROUP, INC.

(Pursuant to Section 151 of the
General Corporation Law of the State of Delaware)

CNO Financial Group, Inc., a corporation organized and existing under the General Corporation Law of the State of Delaware (the �Company�),
hereby certifies that the following resolution was duly adopted by the Board of Directors of the Company (hereinafter being referred to as the
�Board of Directors� or the �Board�) as required by Section 151 of the General Corporation Law of the State of Delaware on December 6, 2011:
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RESOLVED, that pursuant to the authority vested in the Board of Directors of the Company in accordance with the provisions of the Company�s
Amended and Restated Certificate of Incorporation, (hereinafter being referred to as the �Certificate of Incorporation�), the Board of Directors
hereby creates a series of preferred stock, par value $0.01 per share, of the Company, to be designated the �Series B Junior Participating Preferred
Stock� and hereby adopts the resolution establishing the designations, number of shares, preferences, voting powers and other rights, and the
restrictions and limitations thereof, of the shares of such series as set forth below:

Section 1.  Designation and Amount. The shares of such series shall be designated as �Series B Junior Participating Preferred Stock� (the �Series B
Preferred Stock�) and the number of shares constituting the Series B Preferred Stock shall be 2,000,000. Such number of shares may be increased
or decreased by resolution of the Board of Directors; provided, that no decrease shall reduce the number of shares of Series B Preferred Stock to
a number less than the number of shares then outstanding plus the number of shares reserved for issuance upon the exercise of outstanding
options, rights or warrants or upon the conversion of any outstanding securities issued by the Company convertible into Series B Preferred
Stock.

Section 2.  Dividends and Distributions

(A)  Subject to the rights of the holders of any shares of any series of Preferred Stock of the Company (the �Preferred Stock�) (or any similar
stock) ranking prior and superior to the Series B Preferred Stock with respect to dividends, the holders of shares of Series B Preferred Stock, in
preference to the holders of Common Stock, par value $0.01 per share, of the Company (the �Common Stock�) and of any other stock of the
Company ranking junior to the Series B Preferred Stock, shall be entitled to receive, when, as and if declared by the Board of Directors out of
funds legally available for the purpose, quarterly dividends payable in cash on the last day of January, April, July, and October in each year
(each such date being referred to herein as a �Dividend Payment Date�), commencing on the first Dividend Payment Date after the first issuance of
a share or fraction of a share of Series B Preferred Stock (the �Issue Date�), in an amount per share (rounded to the nearest cent) equal to the
greater of (a) $1 or (b) subject to the provision for adjustment hereinafter set forth, 1,000 times the aggregate per share amount of all cash
dividends, and 1,000 times the
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aggregate per share amount (payable in kind) of all non-cash dividends or other distributions other than a dividend payable in shares of Common
Stock, declared on the Common Stock since the immediately preceding Dividend Payment Date or, with respect to the first Dividend Payment
Date, since the first issuance of any share or fraction of a share of Series B Preferred Stock. In the event the Company shall at any time after the
Issue Date declare and pay any dividend on the Common Stock payable in shares of Common Stock, or effect a subdivision or combination or
consolidation of the outstanding shares of Common Stock (by reclassification or otherwise than by payment of a dividend in shares of Common
Stock) into a greater or lesser number of shares of Common Stock, then in each such case the amount to which holders of shares of Series B
Preferred Stock were entitled immediately prior to such event under clause (b) of the preceding sentence shall be adjusted by multiplying such
amount by a fraction, the numerator of which is the number of shares of Common Stock outstanding immediately after such event and the
denominator of which is the number of shares of Common Stock that were outstanding immediately prior to such event.

(B)  The Company shall declare a dividend or distribution on the Series B Preferred Stock as provided in paragraph (A) of this Section
immediately after it declares a dividend or distribution on the Common Stock (other than a dividend payable in shares of Common Stock);
provided that, in the event no dividend or distribution shall have been declared on the Common Stock during the period between any Dividend
Payment Date and the next subsequent Dividend Payment Date, a dividend of $1 per share on the Series B Preferred Stock shall nevertheless be
payable, when, as and if declared, on such subsequent Dividend Payment Date.

(C)  Dividends shall begin to accrue and be cumulative, whether or not declared, on outstanding shares of Series B Preferred Stock from the
Dividend Payment Date next preceding the date of issue of such shares, unless the date of issue of such shares is prior to the record date for the
first Dividend Payment Date, in which case dividends on such shares shall begin to accrue from the date of issue of such shares, or unless the
date of issue is a Dividend Payment Date or is a date after the record date for the determination of holders of shares of Series B Preferred Stock
entitled to receive a quarterly dividend and before such Dividend Payment Date, in either of which events such dividends shall begin to accrue
and be cumulative from such Dividend Payment Date. Accrued but unpaid dividends shall not bear interest. Dividends paid on the shares of
Series B Preferred Stock in an amount less than the total amount of such dividends at the time accrued and payable on such shares shall be
allocated pro rata on a share-by-share basis among all such shares at the time outstanding. The Board of Directors may fix a record date for the
determination of holders of shares of Series B Preferred Stock entitled to receive payment of a dividend or distribution declared thereon, which
record date shall be not more than 60 days prior to the date fixed for the payment thereof.

Section 3.  Voting Rights. The holders of shares of Series B Preferred Stock shall have the following voting rights:
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(A)  Subject to the provision for adjustment hereinafter set forth and except as otherwise provided in the Certificate of Incorporation or required
by law, each share of Series B Preferred Stock shall entitle the holder thereof to 1,000 votes on all matters upon which the holders of the
Common Stock of the Company are entitled to vote. In the event the Company shall at any time after the Issue Date declare or pay any dividend
on the Common Stock payable in shares of Common Stock, or effect a subdivision or combination or consolidation of the outstanding shares of
Common Stock (by reclassification or otherwise than by payment of a dividend in shares of Common Stock) into a greater or lesser number of
shares of Common Stock, then in each such case the number of votes per share to which holders of shares of Series B Preferred Stock were
entitled immediately prior to such event shall be adjusted by multiplying such number by a fraction, the numerator of which is the number of
shares of Common Stock outstanding immediately after such event and the denominator of which is the number of shares of Common Stock that
were outstanding immediately prior to such event.

(B)  Except as otherwise provided herein, in the Certificate of Incorporation or in any other certificate of designations creating a series of
Preferred Stock or any similar stock, and except as otherwise
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required by law, the holders of shares of Series B Preferred Stock and the holders of shares of Common Stock and any other capital stock of the
Company having general voting rights shall vote together as one class on all matters submitted to a vote of stockholders of the Company.

(C)  Except as set forth herein, or as otherwise provided by law, holders of Series B Preferred Stock shall have no special voting rights and their
consent shall not be required (except to the extent they are entitled to vote with holders of Common Stock as set forth herein) for taking any
corporate action.

(D)  If, at the time of any annual meeting of stockholders for the election of directors, the equivalent of six quarterly dividends (whether or not
consecutive) payable on any share or shares of Series B Preferred Stock are in default, the number of directors constituting the Board of
Directors of the Company shall be increased by two. In addition to voting together with the holders of Common Stock for the election of other
directors of the Company, the holders of record of the Series B Preferred Stock, voting separately as a class to the exclusion of the holders of
Common Stock shall be entitled at said meeting of stockholders (and at each subsequent annual meeting of stockholders), unless all dividends in
arrears on the Series B Preferred Stock have been paid or declared and set apart for payment prior thereto, to vote for the election of two
directors of the Company, the holders of any Series B Preferred Stock being entitled to cast a number of votes per share of Series B Preferred
Stock as is specified in paragraph (A) of this Section 3. Each such additional director shall serve until the next annual meeting of stockholders
for the election of directors, or until his or her successor shall be elected and shall qualify, or until his or her right to hold such office terminates
pursuant to the provisions of this Section 3(D). Until the default in payments of all dividends which permitted the election of said directors shall
cease to exist, any director who shall have been so elected pursuant to the provisions of this Section 3(D) may be removed at any time, without
cause, only by the affirmative vote of the holders of the shares of Series B Preferred Stock at the time entitled to cast a majority of the votes
entitled to be cast for the election of any such director at a special meeting of such holders called for that purpose, and any vacancy thereby
created may be filled by the vote of such holders. If and when such default shall cease to exist, the holders of the Series B Preferred Stock shall
be divested of the foregoing special voting rights, subject to revesting in the event of each and every subsequent like default in payments of
dividends. Upon the termination of the foregoing special voting rights, the terms of office of all persons who may have been elected directors
pursuant to said special voting rights shall forthwith terminate, and the number of directors constituting the Board of Directors shall be reduced
by two. The voting rights granted by this Section 3(D) shall be in addition to any other voting rights granted to the holders of the Series B
Preferred Stock in this Section 3.

Section 4.  Certain Restrictions.

(A)  Whenever quarterly dividends or other dividends or distributions payable on the Series B Preferred Stock as provided in Section 2 are in
arrears, thereafter and until all accrued and unpaid dividends and distributions, whether or not earned or declared, on shares of Series B Preferred
Stock outstanding shall have been paid in full, the Company shall not:

(i)  declare or pay dividends, or make any other distributions, on any shares of stock ranking junior (either as to dividends or upon liquidation,
dissolution or winding up) to the Series B Preferred Stock;

(ii)  declare or pay dividends, or make any other distributions, on any shares of stock ranking on a parity (either as to dividends or upon
liquidation, dissolution or winding up) with the Series B Preferred Stock, except dividends paid ratably on the Series B Preferred Stock and all
such parity stock on which dividends are payable or in arrears in proportion to the total amounts to which the holders of all such shares are then
entitled;
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(iii)  redeem or purchase or otherwise acquire for consideration shares of any stock ranking junior (either as to dividends or upon liquidation,
dissolution or winding up) to the Series B Preferred Stock, provided that the Company may at any time redeem, purchase or otherwise acquire
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shares of any such junior stock in exchange for shares of any stock of the Company ranking junior (as to dividends and upon dissolution,
liquidation or winding up) to the Series B Preferred Stock or rights, warrants or options to acquire such junior stock; or

(iv)  redeem or purchase or otherwise acquire for consideration any shares of Series B Preferred Stock, or any shares of stock ranking on a parity
(either as to dividends or upon liquidation, dissolution or winding up) with the Series B Preferred Stock, except in accordance with a purchase
offer made in writing or by publication (as determined by the Board of Directors) to all holders of such shares upon such terms as the Board of
Directors, after consideration of the respective annual dividend rates and other relative rights and preferences of the respective series and classes,
shall determine in good faith will result in fair and equitable treatment among the respective series or classes.

(B)  The Company shall not permit any subsidiary of the Company to purchase or otherwise acquire for consideration any shares of stock of the
Company unless the Company could, under paragraph (A) of this Section 4, purchase or otherwise acquire such shares at such time and in such
manner.

Section 5.  Reacquired Shares. Any shares of Series B Preferred Stock purchased or otherwise acquired by the Company in any manner
whatsoever shall be retired and cancelled promptly after the acquisition thereof. All such shares shall upon their retirement become authorized
but unissued shares of Preferred Stock and may be reissued as part of a new series of Preferred Stock to be created by resolution or resolutions of
the Board of Directors, subject to any conditions and restrictions on issuance set forth herein.

Section 6.  Liquidation, Dissolution or Winding Up. Upon any liquidation, dissolution or winding up of the Company, no distribution shall be
made (A) to the holders of the Common Stock or of shares of any other stock of the Company ranking junior, upon liquidation, dissolution or
winding up, to the Series B Preferred Stock unless, prior thereto, the holders of shares of Series B Preferred Stock shall have received $1,000 per
share, plus an amount equal to accrued and unpaid dividends and distributions thereon, whether or not earned or declared, to the date of such
payment, provided that the holders of shares of Series B Preferred Stock shall be entitled to receive an aggregate amount per share, subject to the
provision for adjustment hereinafter set forth, equal to 1,000 times the aggregate amount to be distributed per share to holders of shares of
Common Stock, or (B) to the holders of shares of stock ranking on a parity upon liquidation, dissolution or winding up with the Series B
Preferred Stock, except distributions made ratably on the Series B Preferred Stock and all such parity stock in proportion to the total amounts to
which the holders of all such shares are entitled upon such liquidation, dissolution or winding up. In the event, however, that there are not
sufficient assets available to permit payment in full of the Series B liquidation preference and the liquidation preferences of all other classes and
series of stock of the Company, if any, that rank on a parity with the Series B Preferred Stock in respect thereof, then the assets available for
such distribution shall be distributed ratably to the holders of the Series B Preferred Stock and the holders of such parity shares in the proportion
to their respective liquidation preferences. In the event the Company shall at any time after the Issue Date declare or pay any dividend on the
Common Stock payable in shares of Common Stock, or effect a subdivision or combination or consolidation of the outstanding shares of
Common Stock (by reclassification or otherwise than by payment of a dividend in shares of Common Stock) into a greater or lesser number of
shares of Common Stock, then in each such case the aggregate amount to which holders of shares of Series B Preferred Stock were entitled
immediately prior to such event under the proviso in clause (A) of the preceding sentence shall be adjusted by multiplying such amount by a
fraction the numerator of which is the number of shares of Common Stock outstanding immediately after such event and the denominator of
which is the number of shares of Common Stock that were outstanding immediately prior to such event.

Neither the merger or consolidation of the Company into or with another entity nor the merger or consolidation of any other entity into or with
the Company (nor the sale of all or substantially all of the assets of the Company) shall be deemed to be a liquidation, dissolution or winding up
of the Company within the meaning of this Section 6.
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Section 7.  Consolidation, Merger, etc. In case the Company shall enter into any consolidation, merger, combination or other transaction in
which the shares of Common Stock are converted into, exchanged for or changed into other stock or securities, cash and/or any other property,
then in any such case each share of Series B Preferred Stock shall at the same time be similarly converted into, exchanged for or changed into an
amount per share (subject to the provision for adjustment hereinafter set forth) equal to 1,000 times the aggregate amount of stock, securities,
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cash and/or any other property (payable in kind), as the case may be, into which or for which each share of Common Stock is converted,
exchanged or converted. In the event the Company shall at any time after the Issue Date declare or pay any dividend on the Common Stock
payable in shares of Common Stock, or effect a subdivision or combination or consolidation of the outstanding shares of Common Stock (by
reclassification or otherwise than by payment of a dividend in shares of Common Stock) into a greater or lesser number of shares of Common
Stock, then in each such case the amount set forth in the preceding sentence with respect to the conversion, exchange or change of shares of
Series B Preferred Stock shall be adjusted by multiplying such amount by a fraction, the numerator of which is the number of shares of Common
Stock outstanding immediately after such event and the denominator of which is the number of shares of Common Stock that were outstanding
immediately prior to such event.

Section 8.  No Redemption. The shares of Series B Preferred Stock shall not be redeemable from any holder.

Section 9.  Rank. The Series B Preferred Stock shall rank, with respect to the payment of dividends and the distribution of assets upon
liquidation, dissolution or winding up of the Company, junior to all other series of Preferred Stock and senior to the Common Stock.

Section 10.  Amendment. If any proposed amendment to the Certificate of Incorporation (including this Certificate of Designations) would alter,
change or repeal any of the preferences, powers or special rights given to the Series B Preferred Stock so as to affect the Series B Preferred
Stock adversely, then the holders of the Series B Preferred Stock shall be entitled to vote separately as a class upon such amendment, and the
affirmative vote of two-thirds of the outstanding shares of the Series B Preferred Stock, voting separately as a class, shall be necessary for the
adoption thereof, in addition to such other vote as may be required by the General Corporation Law of the State of Delaware.

Section 11.  Fractional Shares. Series B Preferred Stock may be issued in fractions of a share that shall entitle the holder, in proportion to such
holder�s fractional shares, to exercise voting rights, receive dividends, participate in distributions and to have the benefit of all other rights of
holders of Series B Preferred Stock.
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IN WITNESS WHEREOF, this Certificate of Designations is executed on behalf of the Company by its                                      and attested by
its Secretary this 6th day of December, 2011.

Name:
Title:

Attest:

Secretary
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EXHIBIT B

FORM OF RIGHT CERTIFICATE

Certificate No. R-                          Rights

NOT EXERCISABLE AFTER DECEMBER 6, 2014, OR SUCH EARLIER DATE AS PROVIDED BY THE RIGHTS AGREEMENT OR IF
REDEMPTION OR EXCHANGE OCCURS. THE RIGHTS ARE SUBJECT TO REDEMPTION, AT THE OPTION OF THE COMPANY,
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AT $0.01 PER RIGHT AND TO EXCHANGE ON THE TERMS SET FORTH IN THE RIGHTS AGREEMENT. UNDER CERTAIN
CIRCUMSTANCES, AS SET FORTH IN THE RIGHTS AGREEMENT, RIGHTS OWNED BY OR TRANSFERRED TO ANY PERSON
WHO IS OR BECOMES AN ACQUIRING PERSON (AS DEFINED IN THE RIGHTS AGREEMENT) AND CERTAIN TRANSFEREES
THEREOF WILL BECOME NULL AND VOID AND WILL NO LONGER BE TRANSFERABLE.

Right Certificate

CNO FINANCIAL GROUP, INC.

This certifies that [                    ] or registered assigns, is the registered owner of the number of Rights set forth above, each of which entitles the
owner thereof, subject to the terms, provisions and conditions of the Amended and Restated Section 382 Rights Agreement, dated as of
December 6, 2011, as the same may be amended from time to time (the �Rights Agreement�), between CNO Financial Group, Inc., a Delaware
corporation (the �Company�), and American Stock Transfer & Trust Company, LLC, as rights agent (the �Rights Agent�) unless the Rights
evidenced hereby shall have been previously redeemed or exchanged by the Company, to purchase from the Company at any time after the
Distribution Date (as such term is defined in the Rights Agreement) and prior to 5:00 P.M., New York City time, on December 6, 2014, or such
earlier date as provided by the Rights Agreement at the office or agency of the Rights Agent designated for such purpose, or of its successor as
Rights Agent, one one-thousandth of a fully paid non-assessable share of Series B Junior Participating Preferred Stock, par value $0.01 per share
(the �Preferred Stock�), of the Company, at a purchase price of $25.00 per one one-thousandth of a share of Preferred Stock (the �Purchase Price�)
payable in cash, upon presentation and surrender of this Right Certificate with the Form of Election to Purchase duly executed.

The number of Rights evidenced by this Right Certificate (and the number of one one-thousandths of a share of Preferred Stock which may be
purchased upon exercise hereof) set forth above, and the Purchase Price set forth above, are the number and Purchase Price as of December 6,
2011, based on the Preferred Stock as constituted at such date. As provided in the Rights Agreement, the Purchase Price and the number and
kind of securities or property which may be purchased upon the exercise of each Right and the number of Rights evidenced by this Right
Certificate are subject to modification and adjustment upon the happening of certain events.

This Right Certificate is subject to all of the terms, provisions and conditions of the Rights Agreement, which terms, provisions and conditions
are hereby incorporated herein by reference and made a part hereof and to which Rights Agreement reference is hereby made for a full
description of the rights, limitations of rights, obligations, duties and immunities hereunder of the Rights Agent, the Company and the holders of
the Right Certificates. Copies of the Rights Agreement are on file at the principal executive offices of the Company. The Company will mail to
the holder of this Right Certificate a copy of the Rights Agreement without charge after receipt of a written request therefor.

B-1

This Right Certificate, with or without other Right Certificates, upon surrender at the office or agency of the Rights Agent designated for such
purpose, may be exchanged for another Right Certificate or Right Certificates of like tenor and date evidencing Rights entitling the holder to
purchase a like aggregate number and kind of securities or property as the Rights evidenced by the Right Certificate or Right Certificates
surrendered shall have entitled such holder to purchase. If this Right Certificate shall be exercised in part, the holder shall be entitled to receive
upon surrender hereof another Right Certificate or Right Certificates for the number of whole Rights not exercised.

Subject to the provisions of the Rights Agreement, the Rights evidenced by this Certificate (i) may be redeemed by the Company at its option at
a redemption price of $0.01 per Right or (ii) may be exchanged in whole or in part for shares of Preferred Stock or shares of the Company�s
Common Stock, par value $0.01 per share.

No fractional shares of Preferred Stock or Common Stock will be issued upon the exercise or exchange of any Right or Rights evidenced hereby
(other than fractions of Preferred Stock which are integral multiples of one one-thousandth of a share of Preferred Stock, which may, at the
election of the Company, be evidenced by depositary receipts), but in lieu thereof a cash payment will be made, as provided in the Rights
Agreement.

No holder of this Right Certificate, as such, shall be entitled to vote or receive dividends or be deemed for any purpose the holder of the
Preferred Stock or of any other securities of the Company which may at any time be issuable on the exercise or exchange hereof, nor shall
anything contained in the Rights Agreement or herein be construed to confer upon the holder hereof, as such, any of the rights of a stockholder
of the Company or any right to vote for the election of directors or upon any matter submitted to stockholders at any meeting thereof, or to give
or withhold consent to any corporate action, or to receive notice of meetings or other actions affecting stockholders (except as provided in the
Rights Agreement) or to receive dividends or subscription rights, or otherwise, until the Right or Rights evidenced by this Right Certificate shall
have been exercised or exchanged as provided in the Rights Agreement.
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This Right Certificate shall not be valid or obligatory for any purpose until it shall have been countersigned by the Rights Agent.

B-2

WITNESS the facsimile signature of the proper officers of the Company and its corporate seal. Dated as of                          ,         .

ATTEST: CNO FINANCIAL GROUP, INC.

By:  By:  

Countersigned:

AMERICAN STOCK TRANSFER & TRUST COMPANY, LLC,
as Rights Agent

By:  
Authorized Signatory
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Form of Reverse Side of Right Certificate

FORM OF ASSIGNMENT

(To be executed by the registered holder if such
holder desires to transfer the Right Certificate)

FOR VALUE RECEIVED                                          hereby sells, assigns and transfers unto                                 

(Please print name and address of transferee)

Rights represented by this Right Certificate, together with all right, title and interest therein, and does hereby irrevocably constitute and appoint
                                 Attorney, to transfer said Rights on the books of the within-named Company, with full power of substitution.

Dated:                             ,         

Signature                                                                    

Signature Guaranteed:

Signatures must be guaranteed by a bank, trust company, broker, dealer or other eligible institution participating in a recognized signature
guarantee medallion program.

The undersigned hereby certifies that the Rights evidenced by this Right Certificate are not beneficially owned by, were not acquired by the
undersigned from, and are not being sold, assigned or transferred to, an Acquiring Person or an Affiliate or Associate thereof (as defined in the
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Rights Agreement).

Signature                                                                    
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Form of Reverse Side of Right Certificate � continued

FORM OF ELECTION TO PURCHASE

(To be executed if holder desires to exercise
Rights represented by the Right Certificate)

To the Rights Agent:

The undersigned hereby irrevocably elects to exercise ______________ Rights represented by this Right Certificate to purchase the shares of
Preferred Stock (or other securities or property) issuable upon the exercise of such Rights and requests that certificates for such shares of
Preferred Stock (or such other securities) be issued in the name of:

(Please print name and address)

If such number of Rights shall not be all the Rights evidenced by this Right Certificate, a new Right Certificate for the balance remaining of such
Rights shall be registered in the name of and delivered to:

Please insert social security
or other identifying number: ____________________________________

(Please print name and address)

Dated:                             ,         

Signature                                                                    

(Signature must conform to holder
specified on Right Certificate)

Signature Guaranteed:

Signatures must be guaranteed by a bank, trust company, broker, dealer or other eligible institution participating in a recognized signature
guarantee medallion program.

The undersigned hereby certifies that the Rights evidenced by this Right Certificate are not beneficially owned by, were not acquired by the
undersigned from, and are not being sold, assigned or transferred to, an Acquiring Person or an Affiliate or Associate thereof (as defined in the
Rights Agreement).

Signature                                                                    
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Form of Reverse Side of Right Certificate � continued

---------------------------------------------------------------------------------------------------------------------------------

NOTICE

The signature in the Form of Assignment or Form of Election to Purchase, as the case may be, must conform to the name as written upon the
face of this Right Certificate in every particular, without alteration or enlargement or any change whatsoever.

In the event the certification set forth above in the Form of Assignment or the Form of Election to Purchase, as the case may be, is not
completed, such Assignment or Election to Purchase will not be honored.
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EXHIBIT C

UNDER CERTAIN CIRCUMSTANCES, AS SET FORTH IN THE RIGHTS AGREEMENT, RIGHTS OWNED BY OR
TRANSFERRED TO ANY PERSON WHO IS OR BECOMES AN ACQUIRING PERSON (AS DEFINED IN THE RIGHTS
AGREEMENT) AND CERTAIN TRANSFEREES THEREOF WILL BECOME NULL AND VOID AND WILL NO LONGER BE
TRANSFERABLE.

SUMMARY OF RIGHTS TO PURCHASE
SHARES OF PREFERRED STOCK OF

CNO FINANCIAL GROUP, INC.

On December 6, 2011, CNO Financial Group, Inc. (the �Company�) entered into an Amended and Restated Section 382 Rights Agreement dated
as of December 6, 2011 (as the same may be amended from time to time, the �Rights Agreement�) with American Stock Transfer & Trust
Company, LLC, as rights agent (the �Rights Agent�). The Board of Directors of the Company had previously declared a dividend of one preferred
share purchase right (a �Right�) for each outstanding share of common stock, par value $0.01 per share, of the Company (the �Common Stock�) that
was paid to the stockholders of record as of the close of business on January 30, 2009 (the �Record Date�). Each Right entitles the registered
holder to purchase from the Company one one-thousandth of a share of Series B Junior Participating Preferred Stock, par value $0.01 per share
(the �Preferred Stock�) of the Company at a price of $25.00 per one one-thousandth of a share of Preferred Stock (as the same may be adjusted, the
�Purchase Price�). The description and terms of the Rights are as set forth in the Rights Agreement.

The Rights Agreement is intended to help protect the Company�s tax net operating loss carryforwards. The Board of Directors may redeem the
Rights, as discussed more fully below. The Rights Agreement is intended to act as a deterrent to any person (other than an Exempted Person (as
defined below) or any person who has the status of a Threshold Holder (as defined below) on the date of the Rights Agreement so long as such
person does not increase its ownership above an additional 1% of Company 382 Securities (as defined below) then outstanding) from becoming
or obtaining the right to become, a person who or which, together with all affiliates and associates of such person, is the beneficial owner of
4.99% or more of the shares of Common Stock or any other class of Company 382 Securities then outstanding (each such person, a �Threshold
Holder�), without the approval of the Board of Directors.

Until the close of business on the earlier of (i) the tenth business day after the first date of a public announcement that a person (other than an
Exempted Person (as defined below) or Grandfathered Person (as defined below)) or group of affiliated or associated persons (an �Acquiring
Person�) has become a Threshold Holder or (ii) the tenth business day (or such later date as may be determined by action of the Board of
Directors prior to such time as any person or group of affiliated persons becomes an Acquiring Person) after the date of commencement of, or
the first public announcement of an intention to commence, a tender offer or exchange offer, the consummation of which would result in any
person (other than an Exempted Person) becoming an Acquiring Person (the earlier of such dates being herein referred to as the �Distribution
Date�), the Rights will be evidenced by the shares of Common Stock represented by the certificates for Common Stock or uncertificated book
entry shares outstanding as of the Record Date, together with a copy of the summary of rights disseminated in connection with the original
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dividend of Rights.

�Approved Acquisition� shall mean (i) any acquisition of Company 382 Securities that would cause a person to qualify as a Threshold Holder and
that is approved in advance by the Board of Directors, or (ii) a conversion (or other exchange) of Company 382 Securities for other Company
382 Securities where such conversion (or other exchange) does not increase the beneficial ownership in the Company by any person for
purposes of Section 382 of the Internal Revenue Code of 1986, as amended.

C-1

�Company 382 Securities� shall mean the Common Stock of the Company and any other interest that would be treated as �stock� of the Company
for purposes of Section 382 of the Internal Revenue Code of 1986, as amended (including pursuant to Treasury Regulation Section
1.382-2T(f)(18)).

�Exempted Person� shall mean (i) the Company, (ii) any subsidiary of the Company, (in the case of subclauses (i) and (ii) including, without
limitation, in its fiduciary capacity), (iii) any employee benefit plan or compensation arrangement of the Company or of any subsidiary of the
Company (iv) any entity or trustee holding (or acting in a fiduciary capacity in respect of) Company 382 Securities to the extent organized,
appointed or established by the Company or any subsidiary of the Company for or pursuant to the terms of any such plan or for the purpose of
funding any such employee benefit plan or compensation arrangement, (v) any person (together with its affiliates and associates) whose status as
a Threshold Holder will, in the sole judgment of the Board of Directors, not jeopardize or endanger the availability to the Company of its net
operating loss carryforwards to be used to offset its taxable income in such year or future years (but in the case of any person determined by the
Board of Directors to be an Exempted Person pursuant to this subparagraph (v) only for so long as such person�s status as a Threshold Holder
continues not to jeopardize or endanger the availability of such net operating loss carryforwards, as determined by the Board of Directors in its
good faith discretion), or (vi) any person who or which would qualify as a Threshold Holder as a result of an Approved Acquisition and, to the
extent approved by the Board of Directors, any person who or which acquires Company 382 Securities from any such person.

�Grandfathered Person� shall mean any person who or which, together with all affiliates and associates of such person, was as of the date of the
Amended and Restated Rights Agreement, the beneficial owner of 4.99% or more of the Company 382 Securities outstanding on such date,
unless and until such time as such person after the date of the Rights Agreement acquires beneficial ownership of additional shares or other
interests in Company 382 Securities representing more than 1% of the Company 382 Securities then outstanding. Any Grandfathered Person
who, together with all of its affiliates and associates, subsequently becomes the beneficial owner of less than 4.99% of the Company 382
Securities shall cease to be a Grandfathered Person.

The Rights Agreement provides that, until the Distribution Date (or earlier expiration of the Rights), new Common Stock certificates issued after
the Record Date will contain a notation incorporating the Rights Agreement by reference and, with respect to any uncertificated book entry
shares issued after the Record Date, proper notice will be provided that incorporates the Rights Agreement by reference. Until the Distribution
Date (or earlier redemption or expiration of the Rights), the Rights will be transferable only in connection with the transfer of Common Stock.
Until the Distribution Date (or earlier redemption or expiration of the Rights), the surrender for transfer of any certificates for shares of Common
Stock (or uncertificated book entry shares) outstanding as of the Record Date, even without a notation incorporating the Rights Agreement by
reference (or such notice, in the case of uncertificated book entry shares) or a copy of this Summary of Rights, will also constitute the transfer of
the Rights associated with the shares of Common Stock represented by such certificate or uncertificated book entry shares, as the case may be.
As soon as practicable following the Distribution Date, separate certificates evidencing the Rights (�Right Certificates�) will be mailed to holders
of record of the Common Stock as of the close of business on the Distribution Date and such separate Right Certificates alone will evidence the
Rights.

The Rights are not exercisable until the Distribution Date and will expire at the earlier of (i) the close of business on December 6, 2014, (ii) the
close of business on December 6, 2012 if shareholder approval of the Rights Agreement has not been received by or on such date, (iii) at the
adjournment of the first annual meeting of the stockholders of the Company following the date hereof if stockholder approval of the Rights
Agreement has not been received prior to such time, (iv) the repeal of Section 382 or any successor statute if the Board of Directors determines
that the Rights Agreement is no longer necessary for the preservation of tax benefits or (v) the beginning of a taxable year of the Company to
which the Board of Directors determines that no tax benefits may be carried forward (the �Final Expiration Date�), subject to (x) the extension
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of Rights Agreement by the Board of Directors by the amendment of the Rights Agreement or (y) the redemption or exchange of the Rights by
the Company, as described below.

The Purchase Price payable, and the number of shares of Preferred Stock or other securities or property issuable, upon exercise of the Rights are
subject to adjustment from time to time to prevent dilution (i) in the event of a stock dividend on, or a subdivision, combination or
reclassification of, the Preferred Stock, (ii) upon the grant to holders of the Preferred Stock of certain rights or warrants to subscribe for or
purchase Preferred Stock at a price, or securities convertible into Preferred Stock with a conversion price, less than the then-current market price
of the Preferred Stock or (iii) upon the distribution to holders of the Preferred Stock of evidences of indebtedness or assets (excluding regular
periodic cash dividends or dividends payable in Preferred Stock) or of subscription rights or warrants (other than those referred to above).

The Rights are also subject to adjustment in the event of a stock dividend on the Common Stock payable in shares of Common Stock or
subdivisions, consolidations or combinations of the Common Stock occurring, in any such case, prior to the Distribution Date.

Shares of Preferred Stock purchasable upon exercise of the Rights will not be redeemable. Each share of Preferred Stock will be entitled, when,
as and if declared, to a minimum preferential quarterly dividend payment of the greater of (a) $1 per share and (b) an amount equal to 1,000
times the dividend declared per share of Common Stock. In the event of liquidation, dissolution or winding up of the Company, the holders of
the Preferred Stock will be entitled to a minimum preferential liquidation payment of $1,000 per share (plus any accrued but unpaid dividends)
but will be entitled to an aggregate 1,000 times the payment made per share of Common Stock. Each share of Preferred Stock will have 1,000
votes, voting together with the Common Stock. Finally, in the event of any merger, consolidation or other transaction in which shares of
Common Stock are converted or exchanged, each share of Preferred Stock will be entitled to receive 1,000 times the amount received per share
of Common Stock. These rights are protected by customary antidilution provisions.

Because of the nature of the Preferred Stock�s dividend, liquidation and voting rights, the value of the one one-thousandth interest in a share of
Preferred Stock purchasable upon exercise of each Right should approximate the value of one share of Common Stock.

In the event that any person or group of affiliated or associated persons becomes an Acquiring Person, each holder of a Right, other than Rights
beneficially owned by the Acquiring Person (which will thereupon become void), will thereafter have the right to receive upon exercise of a
Right and payment of the Purchase Price, that number of shares of Common Stock and/or other securities or property having a market value of
two times the Purchase Price.

In the event that, after a person or group has become an Acquiring Person, the Company is acquired in a merger or other business combination
transaction or 50% or more of its consolidated assets or earning power are sold, proper provision will be made so that each holder of a Right
(other than Rights beneficially owned by an Acquiring Person which will have become void) will thereafter have the right to receive, upon the
exercise thereof at the then-current exercise price of the Right, that number of shares of common stock of the person with whom the Company
has engaged in the foregoing transaction (or its parent), which number of shares at the time of such transaction will have a market value of two
times the Purchase Price.

At any time after any person or group becomes an Acquiring Person and prior to the acquisition by such person or group of 50% or more of the
outstanding shares of Common Stock or the occurrence of an event described in the prior paragraph, the Board of Directors of the Company may
exchange the Rights (other than Rights owned by such person or group which will have become void), in whole or in part, at an exchange ratio
of one share of Common Stock, or a fractional share of Preferred Stock (or of a share of a similar class or series of the Company�s preferred stock
having similar rights, preferences and privileges) of equivalent value, per Right (subject to adjustment).
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With certain exceptions, no adjustment in the Purchase Price will be required until cumulative adjustments require an adjustment of at least 1%
in such Purchase Price. No fractional shares of Preferred Stock or Common Stock will be issued (other than fractions of Preferred Stock which
are integral multiples of one one-thousandth of a share of Preferred Stock, which may, at the election of the Company, be evidenced by
depositary receipts) and in lieu thereof, an adjustment in cash will be made based on the market price of the Preferred Stock or the Common
Stock on the last trading day prior to the date of exercise.

At any time prior to the time an Acquiring Person becomes such, the Board of Directors of the Company may redeem the Rights in whole, but
not in part, at a price of $0.01 per Right, appropriately adjusted to reflect any stock split, stock dividend or similar transaction occurring after the
date of adoption of the Rights Agreement (the �Redemption Price�) payable, at the option of the Company, in cash, shares of Common Stock or
such other form of consideration as the Board of Directors of the Company shall determine. The redemption of the Rights may be made effective
at such time, on such basis and with such conditions as the Board of Directors in its sole discretion may establish. Immediately upon any
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redemption of the Rights, the right to exercise the Rights will terminate and the only right of the holders of Rights will be to receive the
Redemption Price.

For so long as the Rights are then redeemable, the Company may, except with respect to the Redemption Price, amend the Rights Agreement in
any manner. After the Rights are no longer redeemable, the Company may, except with respect to the Redemption Price, amend the Rights
Agreement in any manner that does not adversely affect the interests of holders of the Rights.

Until a Right is exercised or exchanged, the holder thereof, as such, will have no rights as a stockholder of the Company, including, without
limitation, the right to vote or to receive dividends.

A copy of the Rights Agreement has been filed with the Securities and Exchange Commission as an Exhibit to a Current Report on Form 8-K
dated December 6, 2011. A copy of the Rights Agreement is available free of charge from the Company. This summary description of the Rights
does not purport to be complete and is qualified in its entirety by reference to the Rights Agreement, as the same may be amended from time to
time, which is hereby incorporated herein by reference.

C-4

CNO FINANCIAL GROUP, INC.
11825 N PENNSYLVANIA ST
P.O. BOX 1934 CARMEL, IN 46032

VOTE BY INTERNET - www.proxyvote.com
Use the Internet to transmit your voting instructions
and for electronic delivery of information up until
11:59 P.M. Eastern Time the day before the cut-off
date or meeting date. Have your proxy card in hand
when you access the web site and follow the
instructions to obtain your records and to create an
electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY
MATERIALS
If you would like to reduce the costs incurred by our
company in mailing proxy materials, you can consent
to receiving all future proxy statements, proxy cards
and annual reports electronically via e-mail or the
Internet. To sign up for electronic delivery, please
follow the instructions above to vote using the Internet
and, when prompted, indicate that you agree to receive
or access proxy materials electronically in future years.

VOTE BY PHONE - 1-800-690-6903
Use any touch-tone telephone to transmit your voting
instructions up until 11:59 P.M. Eastern Time the day
before the cut-off date or meeting date. Have your
proxy card in hand when you call and then follow the
instructions.

VOTE BY MAIL
Mark, sign and date your proxy card and return it in the
postage-paid envelope we have provided or return it to
Vote Processing, c/o Broadridge, 51 Mercedes Way,
Edgewood, NY 11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS: KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.
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The Board of Directors recommends you vote FOR
each of the nominees listed below.

1.      Election of Directors For Against Abstain

1a.    Edward J. Bonach
[]

[] [] 1b.    Robert C.
Greving [] [] [] 1c.    R. Keith Long [] [] []

For

Against

Abstain
1d.    Charles W. Murphy [] [] [] 3.    Ratification of the appointment of PricewaterhouseCoopers LLP as the Company’s independent
registered public accounting firm for 2012.[] [] [] 1e.    Neal C. Schneider [] [] []

1f.    Frederick J. Sievert [] [] [] 4.    Approval, by non-binding
vote, of executive compensation.[] [] [] 1g.    Michael T. Tokarz [] [] [] 1h.    John G.
Turner [] [] []
The Board of Directors recommends you vote FOR
proposals 2, 3 and 4.

For

Against

Abstain
2.    Approval of the adoption of the Amended and

Restated Section 382 Stockholders Rights Plan. [] [] []

Please sign exactly as your name(s) appear(s) hereon. When signing as attorney, executor, administrator, or other fiduciary, please give full title
as such. Joint owners should each sign personally. All holders must sign. If a corporation or partnership, please sign in full corporate or
partnership name, by authorized officer.

Signature (PLEASE SIGN WITHIN BOX) Date Signature (Joint Owners) Date
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Annual Report, Notice & Proxy Statement
is/are available at www.proxyvote.com.

CNO FINANCIAL GROUP, INC.
Annual Meeting of Shareholders

May 9, 2012 8:00 AM
This proxy is solicited by the Board of Directors

The shareholder(s) hereby appoint(s) Frederick J. Crawford, Eric R. Johnson and John R. Kline, or any of them, as proxies, each with the power
to appoint his substitute, and hereby authorizes them to represent and to vote, as designated on the reverse side of this ballot, all of the shares of
Common Stock of CNO FINANCIAL GROUP, INC. that the shareholder(s) is/are entitled to vote at the Annual Meeting of Shareholders to be
held at 8:00 AM, EDT on May 9, 2012, at 11825 N. Pennsylvania St., Carmel, Indiana, and any adjournment or postponement thereof.

This proxy, when properly executed, will be voted in the manner directed herein. If no such direction is made, this proxy will be voted in
accordance with the Board of Directors� recommendations.

Continued and to be signed on reverse side
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