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or
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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 the
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

AVIAT NETWORKS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
 
   Quarter Ended  

(In millions, except per share amounts)   
September 30,

2011   
October 1,

2010  
Revenues:    

Revenue from product sales   $ 89.1   $ 80.5  
Revenue from services    22.3    19.9  

    
 

   
 

Total revenues    111.4    100.4  
Cost of revenues:    

Cost of product sales    61.4    57.9  
Cost of services    17.1    16.0  
Amortization of purchased technology    0.2    0.2  

    
 

   
 

Total cost of revenues    78.7    74.1  
    

 
   

 

Gross margin    32.7    26.3  
Operating expenses:    

Research and development expenses    9.0    9.7  
Selling and administrative expenses    24.6    28.4  
Amortization of identifiable intangible assets    0.7    0.7  
Restructuring charges    0.9    5.6  

    
 

   
 

Total operating expenses    35.2    44.4  
    

 
   

 

Operating loss    (2.5)   (18.1) 
Loss on sale of NetBoss assets    —      (3.9) 
Interest income    0.2    0.1 
Interest expense    (0.4)   (0.6) 

    
 

   
 

Loss from continuing operations before income taxes    (2.7)   (22.5) 
Provision for (benefit from) income taxes    1.0    (5.5) 

    
 

   
 

Loss from continuing operations    (3.7)   (17.0) 
Loss from discontinued operations, net of tax    (3.1)   (4.3) 

    
 

   
 

Net loss   $ (6.8)  $ (21.3) 
    

 

   

 

Per share data:    
Basic and diluted loss per common share from continuing operations   $ (0.06)  $ (0.29) 
Basic and diluted loss per common share from discontinued operations   $ (0.05)  $ (0.07) 
Basic and diluted net loss per common share   $ (0.12)  $ (0.36) 
Basic and diluted weighted average shares outstanding    58.8    59.3  

See accompanying Notes to Condensed Consolidated Financial Statements.
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AVIAT NETWORKS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
 

(In millions, except share and per share amounts)   
September 30,

2011   
July 1,
2011  

Assets    
Current Assets    

Cash and cash equivalents   $ 87.6   $ 98.2  
Receivables, net    124.7    133.0  
Unbilled costs    28.2    24.8  
Inventories    50.0    50.6  
Customer service inventories    20.3    21.2  
Deferred income taxes    0.8    0.8  
Other current assets    20.2    21.7  

    
 

   
 

Total current assets    331.8    350.3  
Long-Term Assets    

Property, plant and equipment, net    22.2    21.6  
Goodwill    5.6    5.6  
Identifiable intangible assets, net    3.2    4.1  
Deferred income taxes    0.7    0.7  
Other assets    1.6    1.6  

    
 

   
 

Total long-term assets    33.3    33.6  
    

 
   

 

Total assets   $ 365.1   $ 383.9  
    

 

   

 

Liabilities and Stockholders’ Equity    
Current Liabilities    

Short-term debt   $ 6.0   $ 6.0  
Accounts payable    61.7    70.3  
Accrued compensation and benefits    10.0    11.1  
Redeemable preference shares    8.3    8.3  
Other accrued expenses    53.1    50.3  
Advance payments and unearned income    40.2    45.8  
Deferred income taxes    0.9    0.9  
Restructuring liabilities    3.2    4.4  

    
 

   
 

Total Current Liabilities    183.4    197.1  
Long-Term Liabilities    

Other long-term liabilities    3.3    3.5  
Reserve for uncertain tax positions    4.2    4.2  
Deferred income taxes    1.4    1.4  

    
 

   
 

Total Liabilities    192.3    206.2  
Commitments and contingencies    
Stockholders’ Equity    

Preferred stock, $0.01 par value; 50,000,000 shares authorized; none issued    —      —    
Common stock, $0.01 par value; 300,000,000 shares authorized; issued and outstanding 60,511,709 shares as of

September 30, 2011 and 60,611,561 shares as of July 1, 2011    0.6    0.6  
Additional paid-in-capital    792.5    791.6  
Accumulated deficit    (618.6)   (611.8) 
Accumulated other comprehensive loss    (1.7)   (2.7) 

    
 

   
 

Total Stockholders’ Equity    172.8    177.7  
    

 
   

 

Total Liabilities and Stockholders’ Equity   $ 365.1   $ 383.9  
    

 

   

 

See accompanying Notes to Condensed Consolidated Financial Statements.
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AVIAT NETWORKS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

(Unaudited)
 
   Quarter Ended  

   
September 30,

2011   
October 1,

2010  
   (In millions)  
Cash flows from operating activities:    

Net loss   $ (6.8)  $ (21.3) 
Adjustments to reconcile net loss to net cash used in operating activities:    

Amortization of identifiable intangible assets    0.9    0.9  
Depreciation and amortization of property, plant and equipment and capitalized software    0.8    2.7  
Share-based compensation expense    1.0    0.8  
Deferred income tax expense (benefit)    —      (1.7) 
Charges for inventory write-downs    1.4    7.7  
Loss on held for sale assets, net    2.0    —    
Loss on sale of NetBoss assets    —      3.9 

Changes in operating assets and liabilities:    
Receivables    8.3    (12.5) 
Unbilled costs    (3.4)   2.7  
Inventories    0.2    (5.2) 
Customer service inventories    (0.1)   (0.8) 
Accounts payable    (8.6)   (5.4) 
Accrued expenses    (0.7)   0.2  
Advance payments and unearned income    (5.5)   (5.7) 
Income taxes payable or receivable    0.5    (1.4) 
Restructuring liabilities and other assets and liabilities    3.4    (2.4) 

    
 

   
 

Net cash used in operating activities    (6.6)   (37.5) 
Cash flows from investing activities    

Cash received from sale of NetBoss assets    —      3.8 
Cash disbursed related to sale of WiMAX business    (0.2)   —    
Additions of property, plant and equipment    (2.8)   (1.3) 
Additions of capitalized software    —      (0.3) 

    
 

   
 

Net cash provided by (used in) investing activities    (3.0)   2.2  
Cash flows from financing activities    

Proceeds from short-term debt arrangement    —      6.0 
Payments on short-term debt arrangement    —      (5.0)

    
 

   
 

Net cash provided by financing activities    —      1.0  
Effect of exchange rate changes on cash and cash equivalents    (1.0)   0.4  

    
 

   
 

Net decrease in cash and cash equivalents    (10.6)   (33.9) 
Cash and cash equivalents, beginning of period    98.2    141.7  

    
 

   
 

Cash and cash equivalents, end of period   $ 87.6   $ 107.8  
    

 

   

 

See accompanying Notes to Condensed Consolidated Financial Statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of Aviat Networks, Inc. and its subsidiaries (“the Company” or “we”) have been
prepared in accordance with U.S. generally accepted accounting principles (“U.S. GAAP”) and with the rules and regulations of the Securities and Exchange
Commission (“SEC”) for interim financial information. Accordingly, the statements do not include all information and footnotes required by U.S. GAAP for
annual consolidated financial statements. In the opinion of management, such interim financial statements reflect all adjustments (consisting of normal recurring
adjustments) considered necessary for a fair presentation of financial position, results of operations and cash flows for such periods. The results for the quarter
ended September 30, 2011 (the “first quarter of fiscal 2012”) are not necessarily indicative of the results that may be expected for the full fiscal year or any
subsequent period. The information included in this Quarterly Report on Form 10-Q should be read in conjunction with “Management’s Discussion and Analysis
of Financial Condition and Results of Operations,” and the consolidated financial statements and footnotes thereto included in our Annual Report on Form 10-K
for the fiscal year ended July 1, 2011 (“Fiscal 2011 Form 10-K”).

We operate on a 52-week or 53-week year ending on the Friday nearest June 30. The first quarters of fiscal 2012 and 2011 were both 13-week periods.

Reclassifications

Beginning in the third quarter of fiscal 2011, the results of the WiMAX business are presented as discontinued operations in our consolidated financial
statements. Historical amounts for the first quarter of fiscal 2011 are reclassified to conform to current period presentation. See Note 3 for a discussion of changes
in reporting related to our discontinued operations.

In the fourth quarter of fiscal 2011, we reclassified customer service parts, previously reported as a component of property, plant and equipment, as
customer service inventories. Accordingly, expenses related to customer service inventories of $0.9 million for the first quarter of fiscal 2011 have been
reclassified in the condensed consolidated statements of cash flows from depreciation and amortization to inventory write-downs within the cash flows from
operating activities section. In addition, the purchases of $0.7 million of customer service inventories in the first quarter of fiscal 2011 have been reclassified from
investing activities to operating activities in the condensed consolidated statements of cash flows.

Use of estimates

The preparation of consolidated financial statements in accordance with U.S. GAAP requires us to make estimates, assumptions and judgments affecting
the amounts reported and related disclosures. Estimates are based upon historical factors, current circumstances and the experience and judgment of our
management. We evaluate our estimates and assumptions on an ongoing basis and may employ outside experts to assist us in making these evaluations. Changes
in such estimates, based on more accurate information, or different assumptions or conditions, may affect amounts reported in future periods. Such estimates
affect significant items, including revenue recognition, provision for doubtful accounts, inventory valuation, fair value of goodwill and intangible assets, valuation
allowances for deferred tax assets, uncertainties in income taxes, restructuring obligations, product warranty obligations, share-based awards, contingencies and
useful lives of intangible assets, property, plant and equipment.

Note 2. Recently Issued Accounting Standards

In June 2011, the FASB issued an accounting standards update on the presentation of comprehensive income. This update eliminates one of the
presentation options provided by current U.S. GAAP, that is to present the components of other comprehensive income as part of the statement of changes in
stockholders’ equity. In addition, it gives an entity the option to present the total of comprehensive income, the components of net income, and the components of
other comprehensive income either in a single continuous statement of comprehensive income or in two separate but consecutive statements. This update is to be
applied retrospectively and is effective for us beginning in our first quarter of fiscal 2013. The adoption of this update will not impact our consolidated financial
position or results of operations. We are currently evaluating the disclosure impact of the adoption of this guidance on our consolidated financial statements.

In December 2010, the FASB issued ASU No. 2010-28, Topic 350, “ Intangibles—Goodwill and Other: When to Perform Step 2 of the Goodwill
Impairment Test for Reporting Units with Zero or Negative Carrying Amounts” (“ASU 2010-28”), which modifies Step 1 of the goodwill impairment test for
reporting units with zero or negative amounts. For those reporting units, an entity is required to perform Step 2 of the goodwill impairment test if it is more likely
than not that goodwill impairment exists. This guidance is effective for us beginning in the first quarter of fiscal 2012. The adoption of ASU 2010-28 does not
have a material impact on our consolidated financial position or results of operations.
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Note 3. Divestitures

Disposition of WiMAX Business and Discontinued Operations

In March 2011, our board of directors approved a plan for the sale of our WiMAX business. This decision resulted from an effort to complete the strategic
plan to streamline our business activities and focus our time and resources on growing our core microwave business to better position us for long-term success.

On September 2, 2011, we entered into an Asset Purchase Agreement (the “Agreement”) with EION Networks, Inc. (“EION”), a privately-owned Canadian
company, pursuant to which we sold to EION our WiMAX business and related assets consisting of certain technology, inventory and equipment. Pursuant to the
terms of the Agreement, we assigned customer contracts for WiMAX products and maintenance and agreed to license related patents to EION. We also agreed to
indemnification for customary seller representations and warranties, and the provision of transitional services. As consideration for the sale of assets, the
Agreement provides for EION to pay us $0.4 million in cash six months from the date of closing and up to $2.8 million in additional cash payments contingent
upon specific factors related to future WiMAX business performance. Currently we are not able to estimate the amount of consideration that we will receive
beyond the $0.4 million or the probability of any such payment. Accordingly, any future consideration will be recorded as a contingent gain in the period that it is
received. In addition, under the Agreement, EION is entitled to receive cash payments up to $2.0 million upon collections of certain WiMAX accounts receivable
as of the date of close.

From the third quarter of fiscal 2011, we began accounting for the WiMAX business as a discontinued operation. We have reclassified the WiMAX
business’ operating results for the first quarter of fiscal 2011 to loss from discontinued operations in the condensed consolidated statement of operations. We also
classified the assets and liabilities of the WiMAX business as held for sale and included them in other current assets and other accrued expenses, respectively, on
our condensed consolidated balance sheet as of July 1, 2011. As of September 2, 2011 and July 1, 2011, the net assets of the WiMAX business have been adjusted
to their estimated fair value less cost of disposition. WiMAX business’ assets disposed and our liabilities related to the net payable to EION and selling costs
included the following:
 

(in millions)   September 2, 2011  July 1, 2011 
Assets held for sale:    

Inventories, net   $ 7.0   $ 7.0  
Equipment    1.5    1.5  
Valuation allowance    (8.5)   (8.5) 

    
 

   
 

  $ —     $ —    
    

 

   

 

Accrued liabilities related to the disposition   $ 2.1   $ 0.3  
    

 

   

 

We recorded a loss of $2.0 million on sale of WiMAX business in the first quarter of fiscal 2012. Summary results of operations for the WiMAX business
were as follows:
 

   Quarter Ended  

(in millions)   
September 30,

2011   
October 1,

2010  
Revenues   $ 3.0   $ 8.7  

    
 

   
 

Loss from operations of WiMAX   $ (0.9)  $ (4.3) 
Loss on disposal    (2.0)   —    
Income taxes    (0.2)   —    

    
 

   
 

Total loss from discontinued operations   $ (3.1)  $ (4.3) 
    

 
   

 

Sale of NetBoss Assets

In September 2010, we sold our NetBoss assets, consisting of internally-developed intellectual property and certain equipment, to a third party named
NetBoss Technologies, Inc. for $3.8 million of cash. We recognized a $3.9 million loss on the sale of the NetBoss assets in our condensed consolidated statement
of operations during the first quarter of fiscal 2011. NetBoss Technologies Inc. is a new company formed by its management team, our former development
partner for NetBoss, and private investors. As part of the terms of the sale, we have assigned our customer contracts for NetBoss software and maintenance to
NetBoss Technologies, Inc. We continued to license NetBoss technology to operate our network operations centers.
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Note 4. Accumulated Other Comprehensive Loss and Total Comprehensive Loss

Accumulated other comprehensive loss (“AOCI”) as of September 30, 2011 and July 1, 2011, and the changes in the components of AOCI, consisted of the
following:
 

(In millions)   

Foreign
Currency

Translation  
Hedging

Derivatives  

Total
Accumulated

Other
Comprehensive

Loss  
Balance as of July 1, 2011   $ (2.6)  $ (0.1)  $ (2.7) 
Foreign currency translation gain    0.2   —      0.2 
Net unrealized gain on hedging activities    —      0.8    0.8  

    
 

   
 

   
 

Balance as of September 30, 2011   $ (2.4)  $ 0.7   $ (1.7) 
    

 

   

 

   

 

Total comprehensive loss for the quarters ended September 30, 2011 and October 1, 2010 was comprised of the following:
 

   Quarter Ended  

(In millions)   
September 30,

2011   
October 1,

2010  
Net loss   $ (6.8)  $ (21.3) 
Other comprehensive income (loss):    

Foreign currency translation gain    0.2    0.1  
Net unrealized gain (loss) on hedging activities    0.8    (0.5) 

    
 

   
 

Total comprehensive loss   $ (5.8)  $ (21.7) 
    

 

   

 

Note 5. Net Income (Loss) per Share of Common Stock

We compute net income (loss) per share of common stock using the two-class method. Basic net income (loss) per share is computed using the weighted
average number of common shares and participating securities outstanding. Our unvested restricted shares (including restricted stock awards and performance
share awards) contain rights to receive non-forfeitable dividends and therefore are considered to be participating securities and would be included in the
calculations of net income per basic and diluted common share. However, we incurred a net loss in the first quarter of both fiscal 2012 and fiscal 2011. In
accordance with ASC subtopic 260-10, undistributed losses were not allocated to unvested restricted shares due to the fact that the unvested restricted shares are
not contractually obligated to share in the losses of the company.

As a result of the company’s net loss in the first quarter of fiscal 2012 and fiscal 2011, the computation of diluted net loss per share for these periods
excluded all potential common stock equivalents outstanding as their effect was anti-dilutive. Such common equivalent shares included options to purchase shares
of common stock, unvested restricted stock awards and units, and unvested performance share awards.
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Note 6. Balance Sheet Components

Receivables

Our receivables are summarized below:
 

   
September 30,

2011   
July 1,
2011  

   (In millions)  
Accounts receivable   $ 134.3   $143.2  
Notes receivable due within one year    4.0    4.0  

    
 

   
 

   138.3    147.2  
Less allowances for collection losses    (13.6)   (14.2) 

    
 

   
 

  $ 124.7   $133.0  
    

 

   

 

To comply with requests from our customers for longer payment terms, we may accept letters of credit with payment terms of up to one year or more,
which we generally discount with various financial institutions. Under these arrangements, collection risk is fully transferred to the financial institutions. We
record the cost of discounting these letters of credit as interest expense. During the first quarter of fiscal 2012 and fiscal 2011, we discounted customer letters of
credit totaling $11.3 million and $4.3 million, respectively, and recorded related interest expense of less than $0.1 million in both quarters.

Inventories

Our inventories are summarized below:
 

   
September 30,

2011    
July 1,
2011  

   (In millions)  
Finished products   $ 40.9    $41.4  
Work in process    7.2     6.5  
Raw materials and supplies    1.9     2.7  

    
 

    
 

  $ 50.0    $50.6  
    

 

    

 

During the first quarter of fiscal 2012 and fiscal 2011, we recorded charges to adjust our inventories and customer service inventories to the lower of cost or
market totaling $1.4 million and $5.6 million, respectively. These charges were primarily due to excess and obsolete inventory resulting from product
transitioning and discontinuance.

Prior to fiscal 2011, we capitalized most of the costs associated with our internal manufacturing operations as a component of the overall cost of product
inventory. Beginning in the first quarter of fiscal 2011, the manufacturing of our products was handled primarily by contract manufacturers and the activity
transfer was completed by the end of fiscal 2011. Accordingly, the costs associated with our internal operations organization are now expensed as incurred. Gross
margin in the first quarter of fiscal 2011 was negatively impacted by the immediate expensing of $6.0 million of such costs that was previously capitalized.

Property, Plant and Equipment

Our property, plant and equipment are summarized below:
 

   
September 30,

2011   
July 1,
2011  

   (In millions)  
Land   $ 0.7   $ 0.7  
Buildings    10.1    10.1  
Software developed for internal use    6.7    6.7  
Machinery and equipment    46.6    45.1  

    
 

   
 

   64.1    62.6  
Less accumulated depreciation and amortization    (41.9)   (41.0) 

    
 

   
 

  $ 22.2   $ 21.6  
    

 

   

 

Depreciation and amortization expense related to property, plant and equipment, including amortization of software developed for internal use, was $0.8
million and $2.2 million, respectively, during the first quarter of fiscal 2012 and fiscal 2011, respectively.
 

9



Table of Contents

Accrued Warranties

Changes in our warranty liability, which is included as a component of other accrued expenses on the condensed consolidated balance sheets, during the
first quarter of fiscal 2012 and fiscal 2011 were as follows:
 

   Quarter Ended  

   
September 30,

2011   
October 1,

2010  
   (In millions)  
Balance as of the beginning of the fiscal year   $ 2.8   $ 3.2  
Warranty provision for revenue recorded during the period    0.4    0.5  
Settlements made during the period    (0.6)   (0.6) 

    
 

   
 

Balance as of the end of the period   $ 2.6   $ 3.1  
    

 

   

 

Note 7. Fair Value Measurements of Assets and Liabilities

We determine fair value as the price that would be received to sell an asset or paid to transfer a liability in the principal market (or most advantageous
market, in the absence of a principal market) for the asset or liability in an orderly transaction between market participants as of the measurement date. We try to
maximize the use of observable inputs and minimize the use of unobservable inputs in measuring fair value and establish a three-level fair value hierarchy that
prioritizes the inputs used to measure fair value. The three levels of inputs used to measure fair value are as follows:
 

 •  Level 1 — Observable inputs such as quoted prices in active markets for identical assets or liabilities;
 

 •  Level 2 — Observable market-based inputs or observable inputs that are corroborated by market data;
 

 •  Level 3 — Unobservable inputs reflecting our own assumptions.

The carrying amounts, estimated fair values and valuation input levels of our financial assets and financial liabilities as of September 30, 2011 and July 1,
2011 were as follows:
 
   September 30, 2011    July 1, 2011      

   
Carrying
Amount    

Fair
Value    

Carrying
Amount    

Fair
Value    

Valuation
Inputs  

   (In millions)  
Financial Assets:           
Cash   $ 45.0    $ 45.0    $ 38.9    $38.9     Level 1  
Cash equivalents   $ 42.6    $ 42.6    $ 59.3    $59.3     Level 1  
Foreign exchange forward contracts   $ 0.8    $ 0.8    $ 0.2    $ 0.2     Level 2  
Financial Liabilities:           
Short-term debt   $ 6.0    $ 6.0    $ 6.0    $ 6.0     Level 2  
Redeemable preference shares   $ 8.3    $ 8.3    $ 8.3    $ 8.3     Level 3  
Foreign exchange forward contracts   $ 0.1    $ 0.1    $ 0.1    $ 0.1     Level 2  

We classify investments within Level 1 if quoted prices are available in active markets. Level 1investments generally include U.S. Treasuries, trading
securities with quoted prices on active markets, and money market funds. Our cash equivalents consist primarily of shares in prime money market funds
purchased from two major financial institutions. As of September 30, 2011 and July 1, 2011, these money market shares were valued at $1.00 net asset value per
share by these financial institutions.

We classify items in Level 2 if the investments are valued using observable inputs to quoted market prices, benchmark yields, reported trades, broker/dealer
quotes or alternative pricing sources with reasonable levels of price transparency. Our foreign exchange forward contracts and short-term debt are classified
within Level 2. Foreign currency forward contracts are valued using an income approach for the remaining term of the contract based on forward market rates less
the contract rate multiplied by the notional amount. The amortized cost of short-term debt approximates fair value due to the variable interest rate under the
arrangement applicable to such debt.

We classify items in Level 3 if the investments are valued based on unobservable inputs in the market. We have valued our redeemable preference shares at
face value as of September 30, 2011 and July 1, 2011 due to the existence of a put option one of the holders has with our former majority stockholder Harris, our
agreement with Harris to redeem these shares on January 30, 2012 in exchange for their reimbursement of the premium payable, and the non-existence of a
market for comparable financial instruments. See Note 8 to the financial statements for further information on the early redemption of these shares.
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Our policy is to recognize asset or liability transfers among Level 1, Level 2, and Level 3 as of the actual date of the events or change in circumstances that
caused the transfer. During the first quarter of fiscal 2012 and fiscal 2011, we had no transfers between levels of the fair value hierarchy of our assets or liabilities
measured at fair value.

Note 8. Redeemable Preference Shares

During fiscal 2007, our Singapore subsidiary issued 8,250 redeemable preference shares to the U.S. parent company which, in turn, sold the shares to two
unrelated investment companies at par value for total sale proceeds of $8.25 million. Upon original issuance in fiscal 2007, our former majority stockholder
Harris guaranteed redemption of these preference shares directly with these two unrelated investment companies through the existence of put option
arrangements. During May 2009, one of these unrelated investment companies exercised a put option with Harris and sold its entire interest in 3,250 redeemable
preference shares at face value to Harris. Accordingly, Harris owns this partial interest in our redeemable preference shares outstanding as of September 30, 2011
and July 1, 2011.

These redeemable preference shares represent less than a 1% interest in our Singapore subsidiary. The redeemable preference shares have an automatic
redemption date of January 2017, which is 10 years from the date of issue. Preference dividends are cumulative and payable quarterly in cash at the rate of
12% per annum. The holders of the redeemable preference shares have liquidation rights in priority of all classes of capital stock of our Singapore subsidiary. The
holders of the redeemable preference shares do not have any other participation in, or rights to, our profits, assets or capital shares, and do not have rights to vote
as a stockholder of the Singapore subsidiary unless the preference dividend or any part thereof is in arrears and has remained unpaid for at least 12 months after it
has been declared. During the first quarter of fiscal 2012 and fiscal 2011, preference dividends totaling $0.2 million in each fiscal year were recorded as interest
expense in the accompanying consolidated statements of operations.

Our Singapore subsidiary has the right at any time after 5 years from the issue date to redeem, in whole or in part, the redeemable preference shares at
100% to 105% of the issue price depending on the redemption date.

In an agreement dated June 30, 2011 by and among Harris, the Company and our Singapore subsidiary, we agreed to redeem the shares on the fifth
anniversary of the date of issuance, January 30, 2012, at the stated redemption amount of 105% of their face value. In consideration for the early redemption,
Harris has agreed to waive the 5% premium for the amount that would otherwise be payable to them and to reimburse us for the 5% premium that is payable to
the remaining stockholder. Accordingly, as of September 30, 2011 and July 1, 2011, the $8.25 million redemption price for these shares has been classified as a
current liability.

Note 9. Credit Facility and Debt

Our outstanding debt consisted of short-term debt of $6.0 million as of September 30, 2011 and July 1, 2011.

During the quarter ended October 1, 2010, we terminated our previous credit facility with two commercial banks and entered into a new $40.0 million
credit facility with Silicon Valley Bank for an initial term of one year expiring on September 30, 2011. Prior to September 30, 2011, the availability of the facility
was extended and on November 2, 2011 the facility was amended to expire on February 28, 2014 and provide for a two year term loan provision for up to $8.25
million intended to fund the redemption of the preference shares on January 30, 2012.

Our current credit facility provides for a committed amount of $40.0 million. The facility provides for (1) demand borrowings (with no stated maturity
date); (2) fixed term Eurodollar loans for up to six months, (3) a two year term loan in an amount up to $8.25 million to be drawn down by January 31, 2012 and
(4) the issuance of standby or commercial letters of credit.

Demand borrowings carry an interest rate computed at the daily prime rate as published in the Wall Street Journal, which was 3.25% as of September 30,
201l. Interest on Eurodollar loans are offered at LIBOR plus a spread of between 2.00% to 2.75% based on our current leverage ratio. The interest rate on
Eurodollar loans was set initially at a spread of 2.75% for the fiscal quarter ended October 1, 2010 and is adjustable quarterly thereafter based on the computed
actual leverage ratio for the most recently completed fiscal quarter. The term loan will be at a fixed rate of 5% per annum and provides for equal monthly
payments of principal. The facility contains a minimum liquidity ratio covenant and a minimum profitability covenant. As of September 30, 2011, we were in
compliance with these financial covenants. Certain of our assets, including accounts receivable, inventory, and equipment, are pledged as collateral for the credit
facility.

Available credit as of September 30, 2011 was $24.8 million reflecting borrowings of $6.0 million and outstanding letters of credit of $9.2 million. The
weighted average interest rate on our short-term borrowings was 3.25% as of September 30, 2011.

We also have an uncommitted short-term line of credit of $0.4 million from a bank in New Zealand to support the operations of our subsidiary located
there. This line of credit provides for $0.2 million in short-term advances at various interest rates, all of which was available as of September 30, 2011. The line of
credit also provides for the issuance of standby letters of credit and company credit cards, of which $0.2 million was outstanding as of September 30, 2011. This
facility may be terminated upon notice, is reviewed annually for renewal or modification, and is supported by a corporate guarantee.
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Note 10. Restructuring

Fiscal 2011 Plan

During the first quarter of fiscal 2011, we initiated a restructuring plan to reduce our operational costs (the “Fiscal 2011 Plan”). The Fiscal 2011 Plan was
intended to bring our cost structure in line with the changing dynamics of the worldwide microwave radio and telecommunication markets, primarily in North
America, Europe and Asia. The following table summarizes our costs incurred during first quarter of fiscal 2012 and fiscal 2011, estimated additional costs to be
incurred and estimated total costs expected to be incurred as of September 30, 2011 under the Fiscal 2011 Plan:
 

(In millions)   

Total Costs
Incurred During
Quarter Ended

October 1,
2010    

Total Costs
Incurred During
Quarter Ended
September 30,

2011    

Cumulative
Costs  Incurred

Through
September  30,

2011    

Estimated
Additional
Costs to be 

Incurred    

Total
Restructuring

Costs Expected
to be Incurred  

North America:           
Severance and benefits   $ 3.9    $ 0.2   $ 7.9    $ 2.6    $ 10.5  
Facilities and other    —       0.5    2.7     1.3     4.0  

    
 

    
 

    
 

    
 

    
 

  $ 3.9    $ 0.7   $ 10.6    $ 3.9    $ 14.5  
    

 

    

 

    

 

    

 

    

 

International:           
Severance and benefits   $ 0.8   $ 0.2   $ 3.0    $ 0.3    $ 3.3  
Facilities and other    —       —       —       0.3     0.3  

    
 

    
 

    
 

    
 

    
 

  $ 0.8   $ 0.2   $ 3.0    $ 0.6    $ 3.6  
    

 

    

 

    

 

    

 

    

 

Totals for Fiscal 2011 Plan   $ 4.7    $ 0.9    $ 13.6    $ 4.5    $ 18.1  
    

 

    

 

    

 

    

 

    

 

During first quarter of fiscal 2012, we continued executing restructuring activities to reduce our operating costs worldwide under the Fiscal 2011 Plan. The
$0.5 million facilities charges primarily related to the sublease and relocation of our Morrisville, North Carolina office during the quarter.

During first quarter of fiscal 2011, our severance and benefits charges under the Fiscal 2011 Plan for North America segment related to reductions in force
for the downsizing of the Morrisville, North Carolina office, reductions in force in Canada of their finance, human resources, IT and engineering functions, and
the reductions in force resulting from the sale of our NetBoss assets. The severance and benefits for International segment related primarily to reductions in
personnel located in our field offices during first quarter of fiscal 2011.

We expect to incur further costs to complete the initiatives of the Fiscal 2011 Plan which include a variety of activities to further align our cost structure
with demands of the marketplace. .

Fiscal 2009 Plan

During the first quarter of fiscal 2009, we announced a restructuring plan to reduce our worldwide workforce in the U.S., France, Canada and other
locations throughout the world (the “Fiscal 2009 Plan”). The Fiscal 2009 Plan also included the restructure and transition of our North America manufacturing
operations and global supply chain operations. The Fiscal 2009 Plan has been completed as of the end of fiscal 2011. We did not incur restructuring costs related
to the Fiscal 2009 Plan in the first quarter of fiscal 2012 and do not expect to incur future restructuring costs related to the Fiscal 2009 Plan.

The following table summarizes our costs incurred during the first quarter of fiscal 2011 and total costs incurred under the Fiscal 2009 Plan:
 

(In millions)   

Total Costs
Incurred During
Quarter Ended

October 1,
2010    

Total
Restructuring
Costs Incurred
(Completed in
Q4 Fiscal 2011) 

North America:     
Severance and benefits   $ 0.8    $ 9.2  
Facilities and other    0.1     2.8  

    
 

    
 

  $ 0.9    $ 12.0  
    

 

    

 

International:     
Severance and benefits   $ —      $ 5.8  
Facilities and other    —       0.2  

    
 

    
 

  $ —      $ 6.0  
    

 

    

 

Totals for Fiscal 2009 Plan   $ 0.9    $ 18.0  
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During the first quarter of fiscal 2011, our restructuring charges related to the Fiscal 2009 Plan primarily consisted of the severance and benefits charges for
reductions in force in our San Antonio manufacturing facilities and costs related to facility lease obligation adjustments.

Restructuring Liabilities

The information in the following table summarizes our restructuring activities during the first quarter of fiscal 2012 and restructuring liability as of
September 30, 2011:
 

   

Severance
and

Benefits   

Facilities
and

Other   Total  
   (In millions)  
Restructuring liability as of July 1, 2011   $ 3.2   $ 1.8   $ 5.0  
Provision related to Fiscal 2011 Plan    0.4    0.5    0.9  
Cash payments    (1.2)   (1.0)   (2.2) 

    
 

   
 

   
 

Restructuring liability as of September 30, 2011   $ 2.4   $ 1.3   $ 3.7  
    

 

   

 

   

 

Current restructuring liability     $ 3.2  
Long-term restructuring liability     $ 0.5  

Note 11. Share-Based Compensation

Our compensation expense for share-based awards was included in our consolidated statements of operations as follows:
 

   Quarter Ended  

(In millions)   
September 30,

2011    
October 1,

2010  
By Expense Category:     
Cost of product sales and services   $ 0.1    $ 0.1  
Research and development    0.2     0.2  
Selling and administrative    0.6     0.5  
Discontinued operations    0.1     —    

    
 

    
 

Total share-based compensation expense, net of zero tax   $ 1.0    $ 0.8  
    

 

    

 

By Types of Award:     
Options   $ 0.6    $ 0.5  
Restricted stock awards    0.3     0.2  
Performance shares    0.1     0.1  

    
 

    
 

Total share-based compensation expense   $ 1.0    $ 0.8  
    

 

    

 

During the first quarter of fiscal 2012, we granted options to purchase 692,001 shares of our common stock and awarded 245,099 shares of restricted stock
and unit and 173,333 shares of performance award and unit to employees under our 2007 Stock Equity Plan. During the first quarter of fiscal 2012, 100,763
shares of performance share awards and 21,722 shares of performance share units were vested upon achievement of a new product development milestone during
the quarter. There were no share-based awards granted in the first quarter of fiscal 2011.
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The fair value of each share subject to an option grant was estimated on the date of grant using the Black-Scholes-Merton option-pricing model based on
the following weighted average assumptions:
 

   Quarter Ended 

Grant Date   
September 30,

2011  
Expected dividends    0.0% 
Expected volatility    65.5% 
Risk-free interest rate    0.60% 
Expected term (years)    4.38  
Fair value per option on date of grant   $ 1.22  

As of September 30, 2011, there was $6.0 million of total unrecognized compensation expense related to nonvested stock options and restricted stock
awards granted under our 2007 Stock Equity Plan. This expense is expected to be recognized over a weighted-average period of 2.03 years.

Note 12. Major Customer and Business Segments

During the first quarter of fiscal 2012, one International segment customer, Mobile Telephone Networks group (“MTN”) in Africa, accounted for 17.6% of
our total revenue. MTN is an affiliated group of separate regional carriers and operators located in Africa. During the first quarter of fiscal 2011, none of our
customers accounted for 10% or more of revenue.

Revenue and operating loss by segment are as follows:
 

   Quarter Ended  

(In millions)   
September 30,

2011   
October 1,

2010  
Revenue    

North America   $ 37.1   $ 35.3  
International    74.3    65.1  

    
 

   
 

Total Revenue   $ 111.4   $ 100.4  
    

 

   

 

Loss Before Income Taxes    
Segment Operating (Loss) Income:    

North America (1)   $ (1.9)  $ (9.5) 
International (2)    (0.6)   (8.6) 

    
 

   
 

Operating loss   $ (2.5)  $ (18.1) 
    

 

   

 

 
(1) The following table summarizes certain charges and expenses included in the North America segment operating results during the first quarter of fiscal

2012 and fiscal 2011:
 

   Quarter Ended  

(In millions)   
September 30,

2011    
October 1,

2010  
Amortization of developed technology, trade names and customer

relationships   $ 0.9    $ 0.8  
Rebranding and transitional costs    —       0.2  
Restructuring charges    0.7     4.8  
Share-based compensation expense    0.7     0.7  
Other non-recurring charges    0.1     0.1  

    
 

    
 

  $ 2.4    $ 6.6  
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(2) The following table summarizes certain charges and expenses included in the International segment operating results during the first quarter of fiscal 2011
and fiscal 2010:

 
   Quarter Ended  

(In millions)   
September 30,

2011    
October 1,

2010  
Restructuring charges   $ 0.2     0.8  
Share-based compensation expense    0.2     0.1  

    
 

    
 

  $ 0.4    $ 0.9  
    

 

    

 

Note 13. Income Taxes

The determination of our provision for income taxes for the first quarter of fiscal 2012 of $1.0 million and benefit for income taxes for the first quarter of
fiscal 2011 of $5.5 million was primarily based on our estimated annual effective tax rate adjusted for losses in separate jurisdictions for which no tax benefit can
be recognized.

Our effective tax rate varies from the U.S. federal statutory rate of 35% due to results of foreign operations that are subject to income taxes at different
statutory rates and certain jurisdictions where we cannot recognize tax benefits on current losses. We accrued tax expenses for foreign jurisdictions that are
anticipated to be profitable for fiscal 2012.

We account for interest and penalties related to unrecognized tax benefits as part of our provision for federal, foreign, and state income taxes. We accrued
no additional amount for such interest during the first quarter of fiscal 2012 and fiscal 2011. No penalties have been accrued on any of the unrecognized tax
benefits.

We expect that the amount of unrecognized tax benefit may change in the next year; however, it is not expected to have a significant impact on our results
of operations, financial position or cash flows.

We have a number of years with open tax audits which vary from jurisdiction to jurisdiction. Our major tax jurisdictions include the U.S., Singapore,
Poland, Nigeria, France and the U.K. The earliest years still open and subject to potential audits for these jurisdictions are as follows: Singapore — 2004;
Poland — 2006; Nigeria — 2004; France — 2008; U.K. — 2010; and Australia — 2007. For other foreign jurisdictions, the earliest years still open and subject to
potential audits vary from year 2006 to year 2011. As of September 30, 2011, we are no longer under audit by the U.S. Internal Revenue Service for the June 27,
2008 tax year as this audit was closed during the current quarter. Because of net operating loss carryforwards that remain subject to future audit, the tax years
back to 2003 remain open, in effect. In the current year, an audit in Nigeria for our 2004 through 2009 tax year remains open.

Note 14. Operating Lease Commitments

We lease office and manufacturing facilities under non-cancelable operating leases expiring at various dates through April 2020. We lease approximately
129,000 square feet of office space in Santa Clara, California as our corporate headquarters. As of September 30, 2011, future minimum lease payments for our
headquarters total $21.6 million through April 2020.

As of September 30, 2011, our future minimum commitments, net of $2.4 million non-cancelable subleases, for all non-cancelable operating leases with an
initial lease term in excess of one year are as follows:
 

Fiscal Years Ending in June   Amounts  
   (In millions) 

2012   $ 6.2  
2013    4.8  
2014    3.5  
2015    2.8  
2016    3.1  
Thereafter    11.1  

    
 

Total   $ 31.5  
    

 

These commitments do not contain any material rent escalations, rent holidays, contingent rent, rent concessions, leasehold improvement incentives or
unusual provisions or conditions.

Rental expense for operating leases, including rentals on a month-to-month basis was $2.4 million and $2.9 million in the first quarter of fiscal 2012 and
2011, respectively.

Note 15. Derivative Financial Instruments and Hedging Activities

We use derivative instruments to manage our market exposures to foreign currency risk. Our objectives for using derivatives are to reduce the volatility of
earnings and cash flows associated with changes in foreign currency exchange rates. We do not hold or issue derivatives for trading purposes or make speculative
investments in foreign currencies. All derivative instruments are carried on the balance sheet at fair value.
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Our major foreign currency hedging activities are described below:

Cash Flow Hedges. We use currency forward contracts to hedge exposures related to certain forecasted foreign currency transactions relating to revenue,
product costs, operating expenses and intercompany transactions. As of September 30, 2011, hedged transactions included our customer and intercompany
backlog and outstanding purchase commitments denominated primarily in the Euro and Polish zloty. These derivatives are designated as cash flow hedges and
typically have maturities from one to three months with a maximum of six months, which in general closely match the underlying forecasted transaction in
duration.

We measure the effectiveness of the hedges of forecasted transactions on a monthly basis by comparing the fair values of the designated currency forward
contracts with the fair values of the forecasted transactions. The effective portion of the contract’s gain and loss is initially recognized in other comprehensive
income or loss (“OCI”) and, upon occurrence of the forecasted transaction occurs, is reclassified into the income or expense line item to which the hedged
transaction relates. Any ineffective portion of the derivative hedging gain or loss as well as changes in the fair value of the derivative’s time value (which are
excluded from the assessment of hedge effectiveness) is recorded in current period earnings, specifically, in cost of product sales as these gains and losses are
considered by us to be operational in nature. If the forecasted transaction does not occur, or it becomes probable that it will not occur, the gain or loss on the
related cash flow hedge is recognized immediately in cost of product sales.

As of September 30, 2011, it is expected that $0.7 million of derivative net gain on both outstanding and matured derivatives recorded in AOCI will be
reclassified to net income or loss during the next twelve months as a result of underlying hedged transactions also being recorded in net income or loss. Actual
amounts ultimately to be reclassified to net income or loss depend on the exchange rates in effect when currently outstanding derivative contracts mature.

Balance Sheet Hedges. We also use foreign exchange forward contracts to mitigate the gains and losses generated from the re-measurement of certain
foreign monetary assets and liabilities, including primarily cash balances, third party accounts receivable and accounts payable, and intercompany transactions
recorded on the balance sheet. These derivatives are not designated and do not qualify as hedge instruments, accordingly, are carried at fair value with changes
recorded in cost of product sales in current period. Changes in the fair value of these derivatives are largely offset by re-measurement of the underlying assets and
liabilities. These derivatives have maturities of approximately one month.

The following table presents the gross notional value of all our foreign exchange forward contracts outstanding as of September 30, 2011 and July 1, 2011:
 

   September 30, 2011    July 1, 2011  

(In millions)   

Local
Currency
Amount    

Notional
Contract
Amount
(USD)    

Local
Currency
Amount    

Notional
Contract
Amount
(USD)  

Cash flow hedges:         
Euro    3.7    $ 5.2     2.7    $ 3.9  
Polish zloty    19.5     6.5     8.7     3.1  
Other    N/A     0.9     N/A     2.4  

      
 

      
 

Total cash flow hedges      12.6       9.4  
      

 
      

 

Balance sheet hedges:         
Canadian dollar    5.8     5.8     4.2     4.3  
Euro    8.9     12.0     15.1     21.3  
Philippine peso    191.2     4.4     181.1     4.2  
Polish zloty    15.9     4.7     23.8     8.4  
Singapore dollar    0.4     0.3     2.6     2.1  
Thailand baht    58.2     1.9     63.9     2.1  
Republic of South Africa rand    14.8     1.8     39.1     5.7  
Other    N/A     4.5     N/A     4.0  

      
 

      
 

Total non-designated hedges      35.4       52.1  
      

 
      

 

Total     $ 48.0      $ 61.5  
      

 

      

 

The following table presents the fair value of derivative instruments included within our consolidated balance sheets as of September 30, 2011 and July 1,
2011.
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   Asset Derivatives    Liability Derivatives  

(In millions)   
Balance Sheet

Location   
September 30,

2011    
July 1,
2011    

Balance Sheet
Location   

September 30,
2011    

July 1,
2011  

Derivatives designated as hedging instruments:             
Foreign exchange forward contracts

  

Other current
assets   $ 0.8    $ 0.1    

Other current
liabilities   $ 0.1    $ 0.1  

Derivatives not designated as hedging instruments:             
Foreign exchange forward contracts

  

Other current
assets    —       0.1   

Other current
liabilities    —       —    

      
 

    
 

      
 

    
 

Total derivatives     $ 0.8    $ 0.2      $ 0.1    $ 0.1  
      

 

    

 

      

 

    

 

The following table summarizes the location and amount of the gains and losses on derivative instruments reported in our financial statements during the
first quarter of fiscal 2012 and fiscal 2011:
 

   Quarter Ended  

Locations of Gain (Losses) on Derivative Instruments   
September 30,

2011    
October 1,

2010  
   (In millions)  
Designated as cash flow hedges (foreign exchange forward contracts):     
Effective portion of gain (loss) recognized in OCI   $ 0.7    $ (0.3) 
Effective portion of gain (loss) reclassified from AOCI into:     

Revenue   $ —      $ (0.2)
Cost of product sales   $ —      $ (0.1) 

Gain (loss) associated with excluded time value recognized in cost of product sales   $ —      $ —    
Gain (loss) due to hedge ineffectiveness recognized in cost of product sales   $ —      $ —    
Not designated as balance sheet hedges (foreign exchange forward contracts):     
Gain (loss) recognized in cost of product sales   $ 1.6    $ (0.9) 

Credit Risk

We are exposed to credit-related losses in the event of non-performance by counterparties to hedging instruments. The counterparties to all derivative
transactions are major financial institutions with investment grade credit ratings. However, this does not eliminate our exposure to credit risk with these
institutions. Should any of these counterparties fail to perform as contracted, we could incur interest charges and unanticipated gains or losses on the settlement of
the derivatives in addition to the recorded fair value of the derivative due to non-delivery of the currency. To manage this risk, we have established strict
counterparty credit guidelines and maintain credit relationships with more than one financial institutions providing foreign currency exchange services in
accordance with corporate policy. As a result of the above considerations, we consider the risk of counterparty default to be immaterial.

The credit facilities we have with financial institutions under which we transact foreign exchange transactions are generally restricted to a total notional
amount outstanding, a maximum settlement amount in any one day and a maximum term. There are no formal written agreements supporting these facilities other
than the financial institutions’ general terms and conditions for trading. None of the facilities are collateralized and none require compliance with financial
covenants or contain cross default or other provisions which could affect other credit arrangements we have with the same or other banks. If we fail to deliver
currencies as required upon settlement of a trade, the bank may require early settlement on a net basis of all derivatives outstanding and if any amounts are still
owing to the bank, they may charge any cash account we have with the bank for that amount.

Note 16. Legal Proceedings

We and certain of our former executive officers and directors were named in a federal securities class action complaint filed on September 15, 2008 in the
United States District Court for the District of Delaware by plaintiff Norfolk County Retirement System on behalf of an alleged class of purchasers of our
securities from January 29, 2007 to July 30, 2008, including stockholders of Stratex Networks, Inc. who exchanged shares of Stratex Networks, Inc. for our
shares as part of the merger between Stratex Networks and the Microwave Communications Division of Harris Corporation (“MCD”). This action relates to the
restatement of our prior financial statements as discussed in our fiscal 2008 Annual Report on Form 10-K filed with the Securities and Exchange Commission on
September 25, 2008. Similar complaints were filed in the United States District Court of Delaware on October 6 and October 30,
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2008. Each complaint alleges violations of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder, as well as
violations of Sections 11 and 15 of the Securities Act of 1933 and seeks, among other relief, determinations that the action is a proper class action, unspecified
compensatory damages and reasonable attorneys’ fees and costs. The actions were consolidated on June 5, 2009 and a consolidated class action complaint was
filed on July 29, 2009 (“Dutton”). On July 27, 2010, the Court denied the motions to dismiss that we and the officer and director defendants had filed. On
September 9, 2010, we and the officer and director defendants filed an answer denying the material allegations of the consolidated class action complaint.

On May 31, 2011, we and the other named defendants entered into a stipulation of settlement (“Stipulation”) with respect to the Dutton action, pursuant to
which we are to cause $8.9 million to be paid into a settlement fund. The entire settlement amount is covered by insurance and has been assumed by the insurance
company. A motion for preliminary approval of the settlement was filed with the Court on June 1, 2011 and the Court issued its order preliminarily approving the
settlement on June 21, 2011. The hearing for final approval of the settlement took place on September 16, 2011.

The effectiveness of the Stipulation and the settlement incorporated therein is conditioned on the following remaining conditions:
 

 
(i) our and Harris Corporation’s option to terminate the Stipulation if prior to the settlement hearing the aggregate number of shares of Aviat Network’s

common stock purchased during the class period by all class members who would otherwise be entitled to participate in the settlement but who
validly request exclusion equals or exceeds the sum specified in a supplemental agreement between the parties;

 

 (ii) the Court entering an order of final approval of the Class Action settlement;
 

 (iii) the Court entering judgment in the Class Action; and
 

 (iv) the judgment becoming final.

There can be no assurance that the settlement will be approved or become effective.

The Court entered a Judgment and Order of Dismissal with Prejudice on October 11, 2011.

Certain of our former executive officers and directors were named in a complaint filed on July 18, 2011 in the United States District Court for the District
of Delaware by plaintiff Howard Taylor. Plaintiff purports to bring this action derivatively on behalf of Aviat Networks, which is named as a nominal
defendant. Plaintiff brings a claim for breach of fiduciary duty against the officer and director defendants based on the allegations of securities law violations
alleged in the class action described above and also alleges that the defendants caused us to acquire MCD at an inflated price. Plaintiff seeks to recover
unspecified damages and other relief on behalf of Aviat Networks, as well as payment of costs and attorneys fees. We filed a motion to dismiss on October 3,
2011. We intend to defend our interests in the litigation vigorously.

On February 8, 2007, a court order was entered against Stratex do Brasil, a subsidiary of Aviat U.S., Inc. (formerly Harris Stratex Networks Operating
Corporation), in Brazil, to enforce performance of an alleged agreement between the former Stratex Networks, Inc. entity and a supplier. We have not determined
what, if any, liability this may result in, as the court did not award any damages. We have appealed the decision to enforce the alleged agreement, and do not
expect this litigation to have a material adverse effect on our business, operating results or financial condition.

From time to time, we may be involved in various legal claims and litigation that arise in the normal course of our operations. While the results of such
claims and litigation cannot be predicted with certainty, we currently believe that we are not a party to any litigation the final outcome of which is likely to have a
material adverse effect on our financial position, results of operations or cash flows. However, should we not prevail in any such litigation; it could have a
material adverse impact on our operating results, cash flows or financial position.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

This Quarterly Report on Form 10-Q, including “Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
contains forward-looking statements that involve risks and uncertainties, as well as assumptions that, if they do not materialize or prove correct, could cause our
results to differ materially from those expressed or implied by such forward-looking statements. All statements other than statements of historical fact are
statements that could be deemed forward-looking statements, including statements of, about, concerning or regarding: our plans, strategies and objectives for
future operations; our research and development efforts and new product releases and services; trends in revenue; drivers of our business and the markets in
which we operate; future economic conditions, performance or outlook and changes in our industry and the markets we serve; the outcome of contingencies; the
value of our contract awards; beliefs or expectations; the sufficiency of our cash and our capital needs and expenditures; our intellectual property protection; our
compliance with regulatory requirements and the associated expenses; expectations regarding litigation; our intention not to pay cash dividends; seasonality of
our business; the impact of foreign exchange and inflation; taxes; and assumptions underlying any of the foregoing. Forward-looking statements may be identified
by the use of forward-looking terminology, such as “anticipates,” “believes,” “expects,” “may,” “should,” “would,” “will,” “intends,” “plans,” “estimates,”
“strategy,” “projects,” “targets,” “goals,” “seeing,” “delivering,” “continues,” “forecasts,” “future,” “predict,” “might,” “could,” “potential,” or the negative of
these terms, and similar words or expressions.

These forward-looking statements are based on estimates reflecting the current beliefs of the senior management of Aviat Networks. These forward-looking
statements involve a number of risks and uncertainties that could cause actual results to differ materially from those suggested by the forward-looking statements.
Forward-looking statements should therefore be considered in light of various important factors, including those set forth in this document. Important factors that
could cause actual results to differ materially from estimates or projections contained in the forward-looking statements include the following:
 

 •  continued price erosion as a result of increased competition in the microwave transmission industry;
 

 •  the impact of the volume, timing and customer, product and geographic mix of our product orders;
 

 
•  our suppliers’ inability to perform and deliver on time as a result of their financial condition, component shortages or other supply chain constraints,

such as the recent natural disasters in Thailand;
 

 •  our ability to meet projected new product development dates or anticipated cost reductions of new products;
 

 •  continued weakness in the global economy affecting customer spending;
 

 •  customer acceptance of new products;
 

 •  the ability of our subcontractors to timely perform;
 

 •  retention of our key personnel;
 

 •  our ability to manage and maintain key customer relationships;
 

 •  uncertain economic conditions in the telecommunications sector combined with operator and supplier consolidation;
 

 •  the timing of our receipt of payment for products or services from our customers;
 

 •  our failure to protect our intellectual property rights or defend against intellectual property infringement claims by others;
 

 •  the effects of currency and interest rate risks; and
 

 •  the impact of political turmoil in countries where we have significant business.

Other factors besides those listed here also could adversely affect us. See “Item 1A. Risk Factors” in our fiscal 2011 Annual Report on Form 10-K for more
information regarding factors that may cause our results to differ materially from those expressed or implied by the forward-looking statements contained in this
Quarterly Report on Form 10-Q.

You should not place undue reliance on these forward-looking statements, which reflect our management’s opinions only as of the date of the filing of this
Quarterly Report on Form 10-Q. Forward-looking statements are made in reliance upon the safe harbor provisions of Section 27A of the Securities Act of 1933,
as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, along with provisions of the Private Securities Litigation Reform Act of 1995,
and we undertake no obligation, other than as imposed by law, to update forward-looking statements to reflect further developments or information obtained after
the date of filing of this Quarterly Report on Form 10-Q or, in the case of any document incorporated by reference, the date of that document.

Overview of Business and Operating Environment

The following Management’s Discussion and Analysis (“MD&A”) is intended to help the reader understand our results of operations and financial
condition. MD&A is provided as a supplement to, and should be read in conjunction with, our condensed consolidated financial statements and the accompanying
notes.
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We generate revenue by designing, developing, manufacturing and supporting a range of wireless networking products, solutions and services for mobile
and fixed communications service providers, private network operators, government agencies, transportation and utility companies, public safety agencies and
broadcast system operators across the globe. Our products include point-to-point (PTP) digital microwave transmission systems designed for first/last mile access,
middle mile/backhaul, and long distance trunking applications. We also provide network management software solutions to enable operators to deploy, monitor
and manage our systems, third party equipment such as antennas, routers, multiplexers, etc., necessary to build and deploy a wireless transmission network, and a
full suite of turnkey support services.

We work continuously to improve our established brands and to create new products that meet our customers’ evolving needs and preferences. Our
fundamental business goal is to generate superior returns for our stockholders over the long term. We believe that increases in revenue, segment operating profits,
earnings per share, and return on average total capital are the key measures of financial performance for our business.

Our strategic focus in fiscal 2012 will be to continue to accelerate innovation and optimize our product portfolio, improve costs and operational
efficiencies, grow our revenue and create a sustainable, profitable business model. To do this, we have examined our products, markets, facilities, development
programs, and operational flows to ensure we’re focused on what we do well and what will differentiate us in the future. We will continue working to streamline
management processes to run with the speed required by the markets in which we do business.

Operations Review

Our first quarter revenue was up $11.0 million, or 11.0%, over the same period in fiscal year 2011. We continue to secure orders and expand our footprint
with our existing customers in the mobile operator market using our current technology and service capabilities. We believe that there is steady growth in this
market and that it will continue over the long term as mobile operators build network capacity to address increasing demands for bandwidth. We recognize that in
order to significantly expand our mobile operator customer base and displace competitors we need to bring our next generation of products to market. We’re
encouraged by the signs of growth in non-mobile segments mostly in North America today, but increasingly in other parts of the world. Typical applications are in
utility and public safety networks where the emphasis is on quality, service, reliability and network security.

One of our contract manufacturers in Thailand has been affected by recent flooding in that country. We have been taken steps with the contract
manufacturer to partially mitigate the effects and continued working to address production issues from this event. We continue to monitor and assess potential
effects on our business. We are unable to accurately estimate at this time if, or how, our future business results may be affected.

In March 2011, our board of directors approved a plan for the sale of our WiMAX business. We completed the sale to EION on September 2, 2011. The
sale of the WiMAX business was part of our strategic plan to streamline our business and focus our time and resources on growing our core microwave business
to better position us for long-term success.

We began accounting for the WiMAX business as a discontinued operation in the third quarter of fiscal 2011. We have reclassified the WiMAX business’
operating results for the first quarter of fiscal 2011 to loss from discontinued operations in our condensed consolidated statements of operations. The discussions
of our revenue, gross margin, operating expenses and income taxes have excluded WiMAX business results, which are discussed separately.
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Discussion of Consolidated Results of Operations

Revenue

Beginning from the first quarter of fiscal 2012, in order to align with our international business organization, our management changed its review of
revenue by region by separating the Middle East region from Europe and Russia and grouping it with Africa. This change has been made for comparable prior
year quarter. Revenue by region comparing the first quarter of fiscal 2012 with the same quarter of fiscal 2011 and the related changes are shown in the table
below:
 

   Quarter Ended      
   September 30,   October 1,   $   %  
(In millions, except %)   2011    2010    Change  Change 
North America   $ 37.1    $ 35.3    $ 1.8    5.1% 

    
 

    
 

    
 

 

International:        
Africa and Middle East    42.7     30.5     12.2    40% 
Europe and Russia    12.4     17.7     (5.3)   (29.9)% 
Latin America and Asia Pacific    19.2     16.9     2.3    13.6% 

    
 

    
 

    
 

 

Total International    74.3     65.1     9.2    14.1% 
    

 
    

 
    

 
 

Total revenue   $ 111.4    $ 100.4    $ 11.0    11.0% 
    

 

    

 

    

 

 

During first quarter of fiscal 2012, MTN Group in Africa accounted for 17.6% of our total revenue. In the same quarter of fiscal 2011 there were no
customers accounting for 10% or more of our revenue. We have entered into separate and distinct contracts with MTN as well as separate arrangements with
MTN group subsidiaries. None of such other contracts on an individual basis are material to our operations. The loss of all MTN group business could adversely
affect our results of operations, cash flows and financial position.

North America

North America segment revenue was up $1.8 million, or 5.1% over the first quarter of fiscal 2011. While North America revenue was almost equivalent to
the prior year, the product mix of our sales was substantially different. In the most recent quarter, the bulk of our product revenue in North America came from
our new product platform, whereas a year ago, our legacy products made up a significant portion of the sector sales. The rate of customer acceptance and orders
of our equipment as of the end of the quarter has increased in comparison to the year ago quarter.

International

International segment revenue was up $9.2 million, or 14.1% during our first quarter compared with the same period a year ago. Sales to customers in West
Africa were substantially better than the year ago period, offset in part by a decline in revenue from customers in Russia. Sales in our other regions were slightly
up compared with last year. We expect to experience pricing pressure in all regions.

Operating Loss

Our operating loss by segment is summarized in the table below:
 

   Quarter Ended     

(In millions, except %)   
September 30,

2011   
October 1,

2010   
$

Change   
%

Change 
North America   $ (1.9)  $ (9.5)  $ 7.6     (80.0)% 
International    (0.6)   (8.6)   8.0     (93.0)% 

    
 

   
 

   
 

  

Total operating loss   $ (2.5)  $ (18.1)  $ 15.6     (86.2)% 
    

 

   

 

   

 

  

The following charges and expenses included in our operating loss during these periods by segment are set forth on a comparative basis in the table below:
 
   Quarter Ended September 30, 2011    Quarter Ended October 1, 2010  

(In millions)   
North

America   International    Total    
North

America   International   Total  
Restructuring   $ 0.7    $ 0.2    $ 0.9    $ 4.8    $ 0.8    $5.6  
Rebranding and transitional costs    —       —       —       0.2     —       0.2  
Amortization of purchased technology and intangible assets    0.9     —       0.9     0.8     —       0.8  
Share-based compensation expense    0.7     0.2     0.9     0.7     0.1     0.8  
Other non-recurring charges    0.1     —       0.1     0.1     —       0.1  

    
 

    
 

    
 

    
 

    
 

    
 

  $ 2.4    $ 0.4    $ 2.8    $ 6.6    $ 0.9    $7.5  
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We initiated a restructuring plan to reduce our operational costs during the first quarter of fiscal 2011 (the “Fiscal 2011 Plan”). The Fiscal 2011 Plan was
intended to bring our cost structure in line with the changing dynamics of the worldwide microwave radio and telecommunication markets, primarily in North
America, Europe and Asia. In addition, in fiscal 2009 we commenced a restructuring plan to reduce our workforce in the U.S., France, Canada and other locations
throughout the world and outsource our San Antonio manufacturing operations to a third party in Austin, Texas (the “Fiscal 2009 Plan”). The Fiscal 2009 Plan
has been completed as of the end of fiscal 2011.

Restructuring charges in first quarter of fiscal 2012 included severance and related benefit charges of $0.4 million and facilities costs totaling $0.5 million
as we continued to execute the Fiscal 2011 Plan. During first quarter of fiscal 2011, our restructuring charges included $4.7 million related to our Fiscal 2011 Plan
and $0.9 million related to our Fiscal 2009 Plan.

North America

Our North America segment operating loss in first quarter of fiscal 2012 was $1.9 million compared with a segment operating loss of $9.5 million in the
prior year quarter. The loss in first quarter of fiscal 2012 and fiscal 2011 included restructuring charges of $0.7 million and $4.8 million, respectively, primarily
related to the downsizing and relocation of our Morrisville, North Carolina office. Please refer to the table under the operating loss section above for this and
other charges and expenses for each of our business segments and our business as a whole. The year to year reduction in operating loss is due to the success of the
restructuring actions taken in prior periods, as well as the absence of a $6.0 million one-time charge related to manufacturing overhead as described below in the
gross margin analysis.

International

Our International segment operating loss in the first quarter of fiscal 2012 was $0.6 million compared with a segment operating loss of $8.6 million in the
prior year quarter. The loss in first quarter of fiscal 2012 and fiscal 2011 included restructuring charges of $0.2 million and $0.8 million, respectively. Please refer
to the table under the operating loss section above for this and other charges and expenses for each of our business segments and our business as a whole. The
year-to-year reduction in the International segment operating loss was also due to the success of the restructuring actions taken in prior periods, offset in part by
reduction in product prices in certain markets to meet competition.

Gross Margin
 

   Quarter Ended  

(In millions, except %)   
September 30,

2011   
October 1,

2010   
$

Change   
%

Change 
Total revenue   $ 111.4   $ 100.4   $ 11.0     11.0% 
Cost of product sales and services    78.7    74.1    4.6     6.2% 

    
 

   
 

   
 

  

Gross margin   $ 32.7   $ 26.3   $ 6.4     24.3% 
% of revenue    29.4%   26.2%    

Gross margin for first quarter fiscal 2012 was up $6.4 million, or 24.3%, over the same period in fiscal 2011. While the business gross margin in the quarter
was in line with expectations for the period, the year-over-year improvement was primarily due to a one-time charge related to manufacturing overhead in the first
quarter of fiscal 2011.

Prior to fiscal 2011, we capitalized most of the costs associated with our internal manufacturing operations as a component of the overall cost of product
inventory. Beginning in the first quarter of fiscal 2011, we shifted the manufacturing of our products primarily to contract manufacturers and completed the
transfer by the end of fiscal 2011. Accordingly, the costs associated with our internal operations organization are now expensed as incurred. Gross margin in the
first quarter of fiscal 2011 was negatively impacted by the immediate expensing of $6.0 million of such costs in that quarter.

Exclusive of this one-time charge, the gross margin in the first quarter fiscal 2012 was lower than the same period in fiscal 2011 due to competitive pricing
pressures. We continue to face strong competition for business which impacts price and our gross margin performance.
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Research and Development Expenses
 

   Quarter Ended  

(In millions, except %)   
September 30,

2011   
October 1,

2010   
$

Change  
%

Change 
Total revenue   $ 111.4   $ 100.4   $ 11.0    11.0% 
Research and development   $ 9.0   $ 9.7   $ (0.7)   (7.2)% 
% of revenue    8.1%   9.7%   

Our research and development expenses declined $0.7 million or 7.2%, compared with the same period in fiscal 2011, primarily due to a reduction in U.S.
based workforce. We continue to invest in the new product features and functions and cost reductions that we believe will enable our product lines to retain their
technology leads in a cost effective manner.

Selling and Administrative Expense
 

   Quarter Ended  

(In millions, except %)   
September 30,

2011   
October 1,

2010   
$

Change  
%

Change 
Total revenue   $ 111.4   $ 100.4   $ 11.0    11.0% 
Selling and administrative   $ 24.6   $ 28.4   $ (3.8)   (13.4)% 
% of revenue    22.1%   28.3%   

Our selling and administrative expenses declined significantly by $3.8 million or 13.4%, and these expenses as a percentage of our revenue was reduced to
22.1% in the first quarter of fiscal 2012 as compared with 28.3% in the same period in 2011. The reductions were due primarily to a $1.8 million decrease in
agent commission expenses driven by lower fee-based revenues and a $1.6 million decrease in sales and administrative compensation expenses as a result of the
restructuring programs we implemented over the past two years. We will continue to seek ways to improve our operating efficiency during fiscal 2012.

Other Income (Loss), Interest Income and Interest Expense
 

   Quarter Ended  

(In millions)   
September 30,

2011   
October 1,

2010  
Loss on sale of NetBoss assets   $ —     $ (3.9) 
Interest income    0.2    0.1  
Interest expense    (0.4)   (0.6) 

During first quarter of fiscal 2011, we incurred a $3.9 million loss on the sale of NetBoss assets. Interest expense was primarily related to preference
dividends on our $8.25 million redeemable preference shares and interest expenses associated with our credit facilities and letter of credits. The $8.25 million
preference shares will be redeemed on January 30, 2012.

Income Taxes
 

   Quarter Ended  

(In millions, except %)   
September 30,

2011   
October 1,

2010   
$

Change   
%

Change  
Loss from continuing operations before income taxes   $ (2.7)  $ (22.5)  $ 19.8     (88.0)% 
Provision for (benefit from) income taxes   $ 1.0   $ (5.5)  $ 6.5     (118.2)% 

The determination of expense for income taxes for first quarter of fiscal 2012 of $1.0 million and benefit for income taxes for first quarter of fiscal 2011 of
$5.5 million was primarily based on our estimated annual effective tax rate adjusted for losses in separate jurisdictions for which no tax benefit can be recognized.
The tax benefit in the first quarter of fiscal year 2011 also included a benefit of $1.9 million associated with the expiring favorable tax ruling granted by the
Singapore Economic Development Board which has increased the local tax rate applied to all deferred tax assets that have been projected to reverse subsequent to
the expiration of this ruling. The determination of first quarter fiscal 2012 income tax expense and first quarter 2011 tax benefit reflected tax expense and benefit
generated in certain foreign jurisdictions. We accrued tax expenses for foreign jurisdictions that are anticipated to be profitable for fiscal 2012.
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Our effective tax rate varies from the U.S. federal statutory rate of 35% due to results of foreign operations that are subject to income taxes at different
statutory rates and certain jurisdictions where we cannot recognize tax benefits on current losses.

Loss from Discontinued Operations
 

   Quarter Ended     

(In millions)   
September 30,

2011   
October 1,

2011   $ Change 
Loss from discontinued operations, net of $0.2 million income tax   $ (3.1)  $ (4.3)  $ 1.2  

Our discontinued operations consist of the WiMAX business, which was sold to EION on September 2, 2011. The $1.2 million decrease of loss in first
quarter of fiscal 2012 as compared with prior year quarter was primarily due to a $4.1 million higher gross margin resulting primarily from the sale of inventories
that had been previously written down, partially offset by a $2.0 million loss on the disposition of WiMAX and $0.7 million of employee retention expenses.

Liquidity and Capital Resources

Sources of Cash

As of September 30, 2011, our total cash and cash equivalents was $87.6 million. Approximately $26.8 million or 31% of our total cash and cash
equivalents was held by entities domiciled in the United States. The remaining balance of $60.8 million or 69% was held by entities outside the United States,
primarily in Singapore and Nigeria, and could be subject to additional taxation if it were to be repatriated to the United States.

As of September 30, 2011, our principal sources of liquidity consisted of the $87.6 million in cash and cash equivalents, $24.8 million of available credit
under our current $40.0 million credit facility with Silicon Valley Bank, and cash collections from customers. Historically our primary sources of liquidity have
been cash flows from operations, credit facilities and cash proceeds from sale of our equity securities. During the first quarter of fiscal 2012, our total cash and
cash equivalents decreased by $10.6 million primarily due to cash used in operating activities and capital expenditures.

Cash used in operating activities was $6.6 million in the first quarter of fiscal 2012 primarily due to the net loss (after non-cash adjustments) of $0.7
million, a decrease in accounts payable and accrued liabilities of $8.9 million, and a decrease in customer advance payments and unearned income of $5.5
million, partially offset by a decrease in receivables of $8.3 million. A large portion of the decrease in accounts payable was due to payments on previous
purchase commitments related to WiMAX and North America legacy product lines during the quarter. We also made $2.2 million in cash payments on
restructuring liabilities related to our restructuring programs. Customer advance payments and unearned income decreased as a result of changes in timing of
customer billings on certain projects during the quarter. Our accounts receivable decreased during the first quarter of fiscal 2012 primarily due to lower shipments
during the quarter compared with the previous quarter.

We expect to continue using cash in operating activities during the second quarter of fiscal 2012, primarily related to restructuring and winding down our
WiMAX business. We expect the cash generation to be neutral to slightly positive for the second half of fiscal 2012. We believe that our existing cash and cash
equivalents, the available line of credit and future cash collections from customers will be sufficient to meet our working capital requirements for the next 12
months and the foreseeable future.

To accommodate our customers’ requests in granting them credit, we regularly accept longer term letters of credit from some customers. These letters of
credit are generally discounted without recourse shortly after shipment occurs in order to meet immediate liquidity requirements and to reduce our credit and
sovereign risk.

Available Credit Facility and Repayment of Debt

As of September 30, 2011, we had $24.8 million of credit available under our $40.0 million revolving credit facility with Silicon Valley Bank as mentioned
above. The total amount of revolving credit available was $40.0 million less $6.0 million in outstanding short term demand borrowings and $9.2 million in
outstanding standby letters of credit issued under the facility.

In an amendment to the facility effective November 2, 2011, the commitment of $40.0 million under the facility was extended to expire on February 28,
2014 and provides for (1) demand borrowings at the prime rate published in the Wall Street Journal, (2) fixed term Eurodollar loans for up to six months at
LIBOR plus a spread of between 2.00% to 2.75% based on the company’s current leverage ratio, (3) a two year term loan in an amount up to $8.25 million at a
fixed rate of 5% per annum to be drawn by January 31, 2012, and (4) the issuance of standby or commercial letters of credit. The term loan will be repaid in
monthly equal installments of principal plus accrued interest. We intend to draw down this amount on January 30, 2012 to coincide with the redemption of our
preference shares on that date. The facility contains a minimum liquidity ratio covenant and a minimum profitability covenant and is secured by certain of the
company’s assets.
 

24



Table of Contents

Based on financial covenants included as part of the amended credit facility we must maintain, as measured at the last day of each fiscal quarter beginning
September 30, 2011, (1) no less than a minimum liquidity ratio of 1.50 to 1 (defined as the ratio of total domestic unrestricted cash and cash equivalents plus
short-term and long-term marketable securities plus the lesser of 25% of eligible accounts receivable or $12.5 million to total obligations outstanding with the
bank) and (2) minimum consolidated EBITDA measured for each fiscal quarter. As of September 30, 2011, we were in compliance with these financial
covenants.

Redemption of Redeemable Preference Shares

On June 30, 2011, we entered into an agreement with Harris Corporation for the early redemption of the preference shares issued by our Singapore
subsidiary and held by Harris and another stockholder. The shares will be redeemed on January 30, 2012, the fifth anniversary of their issuance, at their total face
value of $8.25 million. We intend to redeem the shares with the proceeds of a long-term loan under the terms of an amendment to our credit facility with Silicon
Valley Bank, as discussed above.

Restructuring and Payments

We have a liability for restructuring activities totaling $3.7 million as of September 30, 2011, $3.2 million of which is classified as current liability and
expected to be paid out in cash over the next year. Additionally, during the remainder of fiscal 2012, we expect to incur approximately $4.5 million of additional
charges from our restructuring activities. We expect to fund these future payments with available cash and cash flow provided by operations.

Commercial Commitments and Contractual Obligations

The amounts disclosed in our Fiscal 2011 Form 10-K include our commercial commitments and contractual obligations. During the quarter ended
September 30, 2011, no material changes occurred in our contractual cash obligations to repay debt, to purchase goods and services and to make payments under
operating leases or our commercial commitments and contingent liabilities on outstanding letters of credit, guarantees and other arrangements as disclosed in our
Fiscal 2011 Form 10-K.

Critical Accounting Estimates

For information about our critical accounting estimates, see the “Critical Accounting Estimates” section of “Item 7. Management’s Discussion and Analysis
of Financial Condition and Results of Operations” in our Fiscal 2011 Form 10-K.

Impact of Recently Issued Accounting Pronouncements

As described in “Note 2 — Recently Issued Accounting Standards” in the Notes to Condensed Consolidated Financial Statements, there are accounting
pronouncements that have recently been issued but have not yet been implemented by us. Note 2 describes the potential impact that these pronouncements are
expected to have on our financial position, results of operations and cash flows.

Item 3. Quantitative and Qualitative Disclosures about Market Risk.

Financial Risk Management

In the normal course of doing business, we are exposed to the risks associated with foreign currency exchange rates and changes in interest rates. We
employ established policies and procedures governing the use of financial instruments to manage our exposure to such risks.

Exchange Rate Risk

We conduct business globally in numerous currencies and are therefore exposed to foreign currency risks. We use derivative instruments to reduce the
volatility of earnings and cash flows associated with changes in foreign currency exchange rates. We do not hold nor issue derivatives for trading purposes or
make speculative investments in foreign currencies.

We use foreign exchange forward contracts to hedge forecasted foreign currency transactions relating to forecasted sales and purchase transactions. These
derivatives are designated as cash flow hedges and are carried at fair value. The effective portion of the gain or loss initially reported as a component of
accumulated other comprehensive income (loss), and upon occurrence of the forecasted transaction, is subsequently reclassified into the income or expense line
item to which the hedged transaction relates. We also enter into foreign exchange forward contracts to mitigate the change in fair value of specific non-functional
currency assets and liabilities on the balance sheet. All balance sheet hedges are marked to market through earnings every period. Changes in the fair value of
these derivatives are largely offset by re-measurement of the underlying assets and liabilities.
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As of September 30, 2011, we had 46 foreign currency forward contracts outstanding with a total net notional amount of $21.3 million consisting of 13
different currencies. Following is a summary of the net notional amount of our outstanding contracts grouped by the underlying foreign currency as of
September 30, 2011:
 

Currency   

Contract
Net Amount

(Local Currency)  

Net 
Notional
Contract
Amount
(USD)  

   (In millions)  
Euro    8.5   $ 11.5  
Philippine peso    (191.2)   (4.4) 
Polish zloty    35.3    11.2  
Thailand baht    58.2    1.9  
Republic of South Africa rand    14.8    1.8  
Other currencies    N/A    (0.7) 

     
 

Total of all currency forward contracts    $ 21.3  
     

 

A 10% adverse change in currency exchange rates for our foreign currency derivatives held as of September 30, 2011 would have an impact of
approximately $3.4 million on the fair value of such instruments. This quantification of exposure to the market risk associated with foreign exchange financial
instruments does not take into account the offsetting impact of changes in the fair value of our foreign denominated assets, liabilities and firm commitments.

Interest Rate Risk

Our exposure to market risk for changes in interest rates relates primarily to our cash equivalents and short-term debt borrowings.

Exposure on Cash and Cash Equivalents

We had $87.6 million in total cash and cash equivalents as of September 30, 2011. Cash equivalents totaled $42.6 million as of September 30, 2011. Cash
equivalents have been recorded at fair value on our balance sheet.

We do not use derivative financial instruments in our short-term investment portfolio. We invest in high-credit quality issues and, by policy, limit the
amount of credit exposure to any one issuer and country. The portfolio includes only marketable securities with active secondary or resale markets to ensure
portfolio liquidity. The portfolio is also diversified by maturity to ensure that funds are readily available as needed to meet our liquidity needs. This policy reduces
the potential need to sell securities in order to meet liquidity needs and therefore the potential effect of changing market rates on the value of securities sold.

The primary objective of our short-term investment activities is to preserve principal while maximizing yields, without significantly increasing risk. Our
cash equivalents earn interest at fixed rates; therefore, changes in interest rates will not generate a gain or loss on these investments unless they are sold prior to
maturity. Actual gains and losses due to the sale of our investments prior to maturity have been immaterial. The weighted average days to maturity for cash
equivalents held as of September 30, 2011 was one day, and these investments had an average yield of 0.10% per annum. A 10% change in interest rates on our
cash and cash equivalents is not expected to have a material impact on our financial position, results of operations or cash flows.

Exposure on Borrowings

During the first quarter of fiscal 2012, we had $6.0 million of short-term borrowings outstanding under our $40.0 million revolving credit facility that
incurred interest at the prime rate. During the first quarter of fiscal 2012, our weighted average interest rate was 3.25% and we recorded total interest expense of
$0.1 million on these borrowings.

A 10% change in interest rates on the current borrowings or on future borrowings is not expected to have a material impact on our financial position, results
of operations or cash flows since interest on our short-term debt is not material to our overall financial position.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our reports filed or submitted under
the Exchange Act is recorded, processed, summarized and reported within the time periods specified in SEC rules and forms. Our disclosure controls and
procedures include, without limitation, controls and procedures designed to
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ensure that information required to be disclosed in our reports filed under the Exchange Act is accumulated and communicated to management, including our
Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosures. There are inherent limitations to the
effectiveness of any system of disclosure controls and procedures, including the possibility of human error and the circumvention or overriding of the controls
and procedures. Accordingly, even effective disclosure controls and procedures can only provide reasonable assurance of achieving their control objectives.

Management has conducted an evaluation, under the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, of
the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities
Exchange Act of 1934, as amended). Based on this evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures were effective as of September 30, 2011.

Changes in Internal Control over Financial Reporting

There has been no change in our internal controls over financial reporting during our most recently completed fiscal quarter that has materially affected, or
is reasonably likely to materially affect, our internal controls over financial reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

Descriptions of our legal proceedings are incorporated by reference from Part I, Item 1, Financial Statements — Notes to Condensed Consolidated
Financial Statements — “Note 16 – Legal Proceedings” in response to this item.

Item 1A. Risk Factors

Investors should carefully review and consider the information regarding certain factors which could materially affect our business, operating results, cash
flows and financial condition set forth under Item 1A, Risk Factors, in our Fiscal 2011 Form 10-K and below.

Recently, in October 2011, one of our contract manufacturers experienced severe flooding of its manufacturing facilities in Thailand and suspended
manufacturing activities at this facility. To date, the loss of this contract manufacturer facility has not affected our supply chain adversely, and we and this contract
manufacturer are working to establish alternative supply sources. The flooding has not abated, however, and continued interruption of manufacturing activities at
this facility may result in our loss of supply of critical components in the second quarter and potentially the third quarter of fiscal 2012. If this occurs we believe
that we may be unable to meet all scheduled shipments to customers in the second quarter and potentially the third quarter of fiscal 2012, which could result in
delays in the recognition of revenue and, in some cases, the loss of the revenue from the associated customer purchase orders, in addition to a potential loss of
customer goodwill. Should this occur it could adversely affect our financial results and cash flows.

We do not believe that there have been any other material additions or changes to the risk factors previously disclosed in our Fiscal 2011 Form 10-K,
although we may disclose changes to such factors or disclose additional factors from time to time in our future filings with the SEC. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial also may impair our business operations.

Item 6. Exhibits

The following exhibits are filed herewith or incorporated by reference to exhibits previously filed with the SEC:
 
Exhibit
Number   Description

(10.1)   Amended Employment Agreement, dated September 30, 2011 between Aviat Networks, Inc. and Michael A. Pangia

(10.2)   Employment Agreement, dated October 31, 2011 between Aviat Networks, Inc. and Edward J. Hayes, Jr.

(10.3)

  

Amendment No. 4 to Loan and Security Agreement, dated as of November 2, 2011, among Aviat Networks, Inc., Aviat U.S., Inc., Aviat
Networks (S) Pte. Ltd. and Silicon Valley Bank (incorporated by reference to Exhibit 10.1 to the Report on Form 8-K filed with the Securities
and Exchange Commission on November 4, 2011, File No. 001-33278)

(31.1)   Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer.

(31.2)   Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer.

(32.1)   Section 1350 Certification of Chief Executive Officer and Chief Financial Officer.

101*

  

The following materials from Aviat Network Inc.’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2011, formatted in XBRL (Extensible Business Reporting Language): (i) the Condensed Consolidated
Statements of Operations, (ii) the Condensed Consolidated Balance Sheets, and (iii) the Condensed Consolidated
Statements of Cash Flows, and (iv) Notes to Condensed Consolidated Financial Statements

101.INS*   XBRL Instance Document

101.SCH*   XBRL Taxonomy Extension Schema Document

101.CAL*  XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB*  XBRL Taxonomy Extension Label Linkbase Document

101.PRE*   XBRL Taxonomy Extension Presentation Linkbase Document
 
* XBRL information is furnished and not filed herewith, is not a part of a registration statement or Prospectus for purposes of sections 11 or 12 of the Securities

Act of 1933, is deemed not filed for purposes of section 18 of the Securities Exchange Act of 1934, and otherwise is not subject to liability under these
sections.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 

AVIAT NETWORKS, INC.
(Registrant)

Date: November 9, 2011
 

By:  /s/ John J. Madigan

 

John J. Madigan
Vice President, Corporate Controller and
Principal Accounting Officer
(principal accounting officer and
duly authorized officer)
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(10.1)   Amended Employment Agreement, dated September 30, 2011 between Aviat Networks, Inc. and Michael A. Pangia

(10.2)   Employment Agreement, dated October 31, 2011 between Aviat Networks, Inc. and Edward J. Hayes, Jr.

(10.3)

  

Amendment No. 4 to Loan and Security Agreement, dated as of November 2, 2011, among Aviat Networks, Inc., Aviat U.S., Inc., Aviat
Networks (S) Pte. Ltd. and Silicon Valley Bank (incorporated by reference to Exhibit 10.1 to the Report on Form 8-K filed with the Securities
and Exchange Commission on November 4, 2011, File No. 001-33278)

(31.1)   Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer.

(31.2)   Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer.

(32.1)   Section 1350 Certification of Chief Executive Officer and Chief Financial Officer.

101*

  

The following materials from Aviat Network Inc.’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2011, formatted in XBRL (Extensible Business Reporting Language): (i) the Condensed Consolidated
Statements of Operations, (ii) the Condensed Consolidated Balance Sheets, and (iii) the Condensed Consolidated
Statements of Cash Flows, and (iv) Notes to Condensed Consolidated Financial Statements

101.INS*   XBRL Instance Document

101.SCH*   XBRL Taxonomy Extension Schema Document

101.CAL*  XBRL Taxonomy Extension Calculation Linkbase Document

101.LAB*  XBRL Taxonomy Extension Label Linkbase Document

101.PRE*   XBRL Taxonomy Extension Presentation Linkbase Document
 
* XBRL information is furnished and not filed herewith, is not a part of a registration statement or Prospectus for purposes of sections 11 or 12 of the Securities

Act of 1933, is deemed not filed for purposes of section 18 of the Securities Exchange Act of 1934, and otherwise is not subject to liability under these
sections.
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Exhibit 10.1

September 30, 2011

Michael Pangia
c/o Aviat Networks, Inc.
5200 Great America Parkway
Santa Clara, CA 95054

Amendment to Employment Agreement

Dear Mike:

This amendment relates to the letter agreement dated July 18, 2011 (the “Agreement”) setting forth the terms of your continued employment with Aviat
Networks, Inc. (the “Company”).

Section 3(b) of the Agreement provides that, subject to yearly approval, you will receive an annual incentive with a target value equal to 100% of your base
salary. Section 3(c) of the Agreement provides that, subject to Board authorization, you will receive a long-term incentive whose initial value will be $733,333.

In the design of the fiscal 2012 annual incentive plan and fiscal 2012 long-term incentive plan for the Company’s executives, you, together with the
Company’s Human Resources department and with the approval of the Compensation Committee of the Company’s Board of Directors, have applied a floor
value of $3.75 per share of the Company’s common stock for purposes of awards consisting of restricted stock. This means that, in translating dollar values, such
as those referred to above, into awards of restricted stock, the value attributed to each restricted share is the higher of fair market value on the award date or
$3.75. If the fair market value on the award date is below $3.75, applying the floor value will result in the award of fewer restricted shares than would be awarded
based solely on fair market value.

We understand that it has been your intent to apply the $3.75 floor to your own fiscal 2012 equity awards on the same basis as it applies to other Company
executives.

Therefore, the Agreement is hereby amended by adding the following sentence at the end of Section 3(b) and at the end of Section 3(c):

For purposes of calculating the value of any restricted shares included in your award for fiscal 2012, a minimum value of $3.75 per share shall be applied.



Michael Pangia
Amendment to Employment Agreement
 

Please sign this letter on the space provided below to acknowledge your agreement to this amendment.

Sincerely,
 
Aviat Networks, Inc.

By:  /s/ Charles D. Kissner

 

Charles D. Kissner
Chairman

I agree to the foregoing amendment.
 

/s/ Michael Pangia      
Michael Pangia

President and CEO
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Exhibit 10.2

Edward J. Hayes, Jr.
5668 Country Club Parkway
Silver Creek Valley Country Club
San Jose, CA 95138

Employment Agreement

Dear Ned:

This letter agreement sets forth the terms of your employment with Aviat Networks, Inc. (the “Company”), as well as our understanding with respect to any
termination of that employment relationship. This Agreement will become effective on your first day of employment, which is anticipated to be October 31, 2011.

1. Position and Duties. You will be employed by the Company as a Senior Vice President and Chief Financial Officer reporting to the Chief Executive
Officer. This position will be based at our location in Santa Clara, California. You accept employment with the Company on the terms and conditions set forth in
this Agreement, and you agree during your employment not to engage in any business, other employment or other activities which would conflict with your
obligations to the Company or create an actual or the appearance of a conflict of interest with the Company’s interests or your employment relationship with the
Company. The Company understands that you currently serve on the Board of Directors of Alaska Communications Systems Group, Inc. and Super Micro
Computer, Inc. and desire to continue serving on such boards. The Company is willing to allow you to continue your service on such boards, provided, that: (a) in
the event of an actual or potential conflict of interest (or the appearance of a conflict of interest) with the Company’s interests arising from your service on either
of such boards, you shall immediately inform the Company of such conflict in order to discuss and resolve such conflict and the Company may, in its sole
discretion, require you to resign from such boards, (b) you acknowledge and agree that your primary duties and obligations are to the Company and (c) any time
you spend in connection with your service on such boards that would otherwise be dedicated to Company business shall be treated as vacation time taken by you.

2. Term of Employment. Your employment with the Company is at will, which means that your employment is for no specified term, and may be
terminated by you or the Company at any time, with or without cause or notice, subject to the provisions of Paragraphs 4 and 5 below.



Edward J. Hayes, Jr.
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3. Compensation. You will be compensated by the Company for your services as follows:

(a) Salary: You will be paid a monthly base salary of $30,000.00 ($360,000.00 per year), less applicable withholding, in accordance with the
Company’s normal payroll procedures and applicable law. In conjunction with your annual performance review, which will occur at or about the start of each
fiscal year (currently July 1st), your base salary will be reviewed by the Board, and may be subject to adjustment based upon various factors including, but not
limited to, your performance and the Company’s profitability. Your base salary will not be reduced except as part of a salary reduction program that similarly
affects all members of the executive staff reporting to the Chief Executive Officer of the Company.

(b) Annual Short-Term Incentive Plan: Subject to the Board’s approval of such a plan for Company employees each year, starting in FY2013, you
will be eligible to participate in the Company’s Annual Incentive Plan with a target annual bonus of 75% of your annual base salary, based upon achievement of
the same performance objectives, floors and caps determined by the Board for the Annual Incentive Plan for executives generally. You will also be entitled to
participate in the Company’s FY2012 Annual Incentive Plan with a target of $288,750, prorated for the portion of FY2012 falling between your start date and the
end of FY2012. Any vesting of performance shares and/or payment under the Annual Incentive Plan will be made (if minimum targets are met) in the calendar
year in which the relevant fiscal year ends.

(c) Long-Term Incentive Program: Subject to Board approval each year, you will be eligible to participate in a Long-Term Incentive Plan with a
target value as determined by the Board. You will be eligible to participate in the Company’s fiscal year 2012-14 Long-Term Incentive Plan with awards of
(i) options with a GAAP value of $144,375 with a 3-year vesting period (50%/25%/25%) and (ii) shares of restricted stock with a GAAP value of $72,188 with a
3-year vesting period (33.3%/33.3%/33.3%), with the first applicable vesting date for such awards on the first anniversary of your start date and additional vesting
on each anniversary of such date thereafter. The structure for future periods is subject to determination by the Board.

(d) New Hire One-Time Equity Awards. You will also receive awards of (i) options with a GAAP value of $314,600 with a 3-year vesting period
(50%/25%/25%) and (ii) shares of restricted stock with a GAAP value of $187,500 with a 3-year vesting period (33.3%/33.3%/33.3%), with the first applicable
vesting date for such awards on the first anniversary of your start date and additional vesting on each anniversary of such date thereafter. Such awards shall be
made within thirty (30) days of your start date.

(e) One-Time Cash Bonus Opportunity. You will receive a one-time cash bonus of $75,000, less applicable withholding, if the Company achieves, by
the end of the Company’s fourth quarter of FY2012, certain operational goals specified by the Chief Executive Officer. The achievement of such operational goals
shall be determined by the Company’s Audit Committee. If achieved, the one-time cash bonus shall be payable in the Company’s FY2013 following the
announcement of the Company’s operating results for the fourth quarter of FY2012.

(f) One-Time “Sign On” Bonus Opportunity: You will receive a one-time cash sign on bonus of $50,000, less applicable withholding, to be paid to
you on the first payroll period following 30 days of employment.
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(g) Benefits: You will have the right, on the same basis as other employees of the Company, to participate in and to receive benefits under any
Company group medical, dental, life, disability or other group insurance plans, as well as under the Company’s business expense reimbursement, educational
assistance, holiday, and other benefit plans and policies. You will also be eligible to participate in the Company’s 401(k) plan.

(h) Vacation: Once your employment begins, you will accrue paid vacation at the rate of 5 weeks per year. Maximum accrued vacation will be in
accordance with the Company’s vacation policy. As stated in Paragraph 1 above, any time you spend in connection with your service on outside boards that would
otherwise be dedicated to Company business shall be treated as vacation time taken by you.

(i) Earned Compensation: For purposes of those Paragraphs of this Agreement pertaining to termination of the employment relationship, whether
involuntary or voluntary, unless otherwise expressly provided herein, no part of (i) the Annual Incentive Plan for the year in which the termination occurs, (ii) any
performance-vesting equity or other awards for any period in which the termination occurs and (iii) any time-vesting equity or other awards that are not vested as
of the termination date will be deemed earned as of the date of termination.

4. Voluntary Termination or Death. In the event that you voluntarily resign from your employment with the Company (other than for Good Reason or Good
Reason Following a Change of Control as defined in Paragraphs 5(d) and 6(b)), or in the event that your employment terminates as a result of your death, you will
be entitled to no compensation or benefits from the Company other than those earned under Paragraph 3 through the date of termination. However, if your
employment terminates as a result of your death, the Company will pay your estate the prorated portion of any short-term incentive bonus that you would have
earned during the incentive bonus period in which your employment terminates (the pro-ration shall be equal to the percentage of that bonus period that you are
actually employed by the Company); such prorated bonus will be paid at the time that such incentive bonuses are paid to other Company employees. You agree
that if you voluntarily terminate your employment with the Company for any reason, you will provide the Company with at least 10 business days’ written notice
of your resignation. The Company shall have the option, in its sole discretion, to make your resignation effective at any time prior to the end of such notice
period, provided the Company pays you an amount equal to the base salary and benefits you would have earned through the end of the notice period.

5. Other Termination. Your employment may be terminated under the circumstances set forth below.

(a) Termination by Disability: If, by reason of any physical or mental incapacity, you have been or will be prevented from performing your then-
current duties under this Agreement with reasonable accommodation, then, to the extent permitted by law, the Company may terminate your employment without
any advance notice. Upon such termination, if you sign a general release of known and unknown claims in a form satisfactory to the Company which becomes
valid and irrevocable within 60 days of your termination, and you fully comply with your obligations under Paragraphs 7, 8, and 10, the Company will provide
you with the severance payments and benefits described in Paragraph 5(c). Nothing in this paragraph shall
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affect your rights under any applicable Company disability plan; provided, however, that your severance payments will be offset by any disability income
payments received by you so that the total monthly severance and disability income payments during your severance period shall not exceed your then-current
base salary.

(b) Termination for Cause: The Company may terminate your employment at any time for cause (as described below) without providing any notice
(except to the extent expressly provided below). If your employment is terminated by the Company for cause, you shall be entitled to no compensation or benefits
from the Company other than those earned under Paragraph 3 through the date of termination. For purposes of this Agreement, a termination for “cause” occurs if
you are terminated for any of the following reasons: (i) theft, dishonesty, misconduct or falsification of any employment or Company records; (ii) improper
disclosure of the Company’s confidential or proprietary information; (iii) any action by you which has a material detrimental effect on the Company’s reputation
or business; (iv) your refusal or inability to perform any assigned duties (other than as a result of a disability), after written notice from the Company to you of,
and a 30-day opportunity to cure, such refusal or inability; (v) your material breach of this Agreement or of the employee proprietary
information/confidentiality/assignment of inventions agreement not otherwise described in this paragraph, after written notice from the Company to you of, and a
30-day opportunity to cure, such breach; or (vi) your conviction (including any plea of guilty or no contest) for any criminal act that impairs your ability to
perform your duties under this Agreement.

(c) Termination Without Cause: The Company may terminate your employment without cause at any time with or without advance notice. If your
employment is terminated by the Company without cause, and you sign a general release of known and unknown claims in a form satisfactory to the Company
within the applicable review period which thereupon is (or, if any revocation period is required by law, following expiration of such period becomes) valid and
irrevocable within 60 days of your termination, and you fully comply with your obligations under Paragraphs 7, 8, and 10, you will receive the following
severance benefits:

(i) payments at your final base salary rate for a period of twelve (12) months following your termination; such payments will be subject to
applicable withholding and made in accordance with the Company’s normal payroll practices; provided, however, that any such payments that would have been
paid in accordance with the Company’s normal payroll practices before your release becomes valid and irrevocable will accumulate and be paid only if and when
both (x) your release becomes valid and irrevocable and (y) such validity and irrevocability in no event occurs more than 60 days after your termination;

(ii) payment of the premiums necessary to continue your group health insurance under the Consolidated Omnibus Budget Reconciliation Act
(“COBRA”) provided you have timely elected COBRA coverage until the earlier of (x) twelve (12) months following your termination date; or (y) the date you
first became eligible to participate in another employer’s group health insurance plan; or (z) the date on which you are no longer eligible for COBRA coverage;
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(iii) the Company will pay you the prorated portion of any incentive bonus that you would have earned, if any, during the incentive bonus
period in which your employment terminates (the pro-ration shall be equal to the percentage of that bonus period that you are actually employed by the
Company), and such prorated bonus will be paid to you at the time that such incentive bonuses are paid to other Company employees, or at any earlier time
required by applicable law;

(iv) with respect to any stock options or other equity-related awards granted to you by the Company, you will cease vesting upon your
termination date; however, you will be entitled to purchase any vested shares of stock that are subject to those options until the earlier of (x) twelve (12) months
following your termination date, or (y) the date on which the applicable option(s) expire(s); except as set forth in this subparagraph, your Company stock options
and other equity-related awards will continue to be subject to and governed by the Company’s Stock Equity Plan (as amended from time to time, the “Plan”) and
the applicable agreements between you and the Company; and

(v) reasonable outplacement assistance selected and paid for by the Company.

(d) Resignation for Good Reason: If you resign from your employment with the Company for Good Reason (as defined in this paragraph), and such
resignation does not qualify as a resignation for Good Reason Following a Change of Control (as defined in Paragraph 6(b), and you sign a general release of
known and unknown claims in a form satisfactory to the Company within the applicable review period which thereupon is (or, if any revocation period is required
by law, following expiration of such period becomes) valid and irrevocable within 60 days of your termination, and you fully comply with your obligations under
Paragraphs 7, 8, and 10, you shall receive the severance benefits described in Paragraph 5(c). For purposes of this Paragraph, “Good Reason” means any of the
following conditions, which condition(s) remain in effect 60 days after written notice from you to the Chief Executive Officer of said condition(s):

(i) a reduction in your base salary of 20% or more, other than a reduction that is similarly applicable to all members of the Company’s
executive staff; or

(ii) a material reduction in your employee benefits, other than a reduction that is similarly applicable to all of the members of the Company’s
executive staff; or

(iii) a material breach by the Company of any material provision of this Agreement; or

(iv) the relocation of the Company’s workplace to a location that is more than 75 miles from your current Company workplace in Santa
Clara, California.

The foregoing condition(s) shall not constitute “Good Reason” if you do not provide the Chief Executive Officer with the written notice described above within
45 days after you first become aware of the condition(s).
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(e) Termination or Resignation For Good Reason Following a Change of Control: If, within 18 months following any Change of Control (as defined
below), your employment is terminated by the Company without cause, or if you resign from your employment with the Company for Good Reason Following a
Change of Control (as defined below), and you sign a general release of known and unknown claims in a form satisfactory to the Company within the applicable
review period which thereupon is (or, if any revocation period is required by law, following expiration of such period becomes) valid and irrevocable within 60
days of your termination, and you fully comply with your obligations under Paragraphs 7, 8, and 10, you shall receive the severance benefits described in
Paragraph 5(c); provided, that the time periods set forth in subparagraphs 5(c)(i), (ii), and (iv) shall each be increased by an additional twelve (12) months. In
addition, if such termination occurs, you shall receive a payment (in lieu of any payment under subparagraph 5(c)(iii)) equal to the greater of (i) the average of the
annual incentive bonus payments received by you, if any, for the previous three years, or (ii) your target incentive bonus for the year in which your employment
terminates. Such payment will be made to you within 15 days following the date on which the general release of claims described above becomes irrevocable.
The Company will also accelerate the vesting of all unvested stock options granted to you by the Company, and all other then-unvested equity-related awards that
vest based solely on continued employment by the Company or its affiliates (unless the terms of such other equity-related awards expressly provide that there is
not to be any such acceleration).

6. Change of Control/Good Reason.

(a) For purposes of this Agreement, a “Change of Control” of the Company shall mean the occurrence of any of the following:

(i) any merger, consolidation, share exchange or Acquisition, unless, immediately following such merger, consolidation, share exchange or
Acquisition, at least 50% of the total voting power (in respect of the election of directors, or similar officials in the case of an entity other than a corporation) of
(A) the entity resulting from such merger, consolidation or share exchange, or the entity which has acquired all or substantially all of the assets of the Company
(in the case of an asset sale that satisfies the criteria of an Acquisition) (in either case, the “Surviving Entity”), or (B) if applicable, the ultimate parent entity that
directly or indirectly has beneficial ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of 50% or more of the total voting power
(in respect of the election of directors, or similar officials in the case of an entity other than a corporation) of the Surviving Entity is represented by Company
securities that were outstanding immediately prior to such merger, consolidation, share exchange or Acquisition (or, if applicable, is represented by shares into
which such Company securities were converted pursuant to such merger, consolidation, share exchange or Acquisition); or

(ii) any person or group of persons (within the meaning of Section 13(d)(3) of the Securities Exchange Act of 1934, as amended and in effect
from time to time) directly or indirectly acquires beneficial ownership (determined pursuant to Securities and Exchange Commission Rule 13d-3 promulgated
under the said Exchange Act) other than through a merger, consolidation, share exchange, or Acquisition, of securities possessing more than 30% of the total
combined voting power of the Company’s outstanding securities other than (A) an employee benefit plan of the Company or any of its Affiliates, (B) a trustee or
other fiduciary holding securities under an employee benefit plan of the Company or any of its Affiliates, or (C) an underwriter temporarily holding securities
pursuant to an offering of such securities; or
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(iii) over a period of 36 consecutive months or less, there is a change in the composition of the Board such that a majority of the Board
members (rounded up to the next whole number, if a fraction) ceases, by reason of one or more proxy contests for the election of Board members, to be composed
of individuals each of whom meet one of the following criteria: (A) have been a Board member continuously since the date of the adoption of the Plan or the
beginning of such 36 month period or (B) have been elected or nominated during such 36 month period by at least a majority of the Board members that satisfied
the criteria of this subsection (iii) when they were elected or nominated; or

(iv) a majority of the Board determines that a Change of Control has occurred; or

(v) the complete liquidation or dissolution of the Company.

For the purposes of this Agreement, the term “Affiliate” means any corporation, partnership, limited liability company, business trust, or other entity controlling,
controlled by or under common control with the Company, and “Acquisition” means a merger or consolidation of the Company into another person (i.e., which
merger or consolidation the Company does not survive) or the sale, transfer, or other disposition of all or substantially all of the Company’s assets to one or more
persons in a single transaction or series of related transactions.

(b) For purposes of this Agreement, “Good Reason Following a Change of Control” means any of the following conditions, which condition(s)
remain in effect 60 days after written notice from you to the Chief Executive Officer of said condition(s):

(i) a material and adverse change in your position, duties or responsibilities for the Company, as measured against your position, duties or
responsibilities immediately prior to the Change of Control; or

(ii) a reduction in your base salary as measured against your base salary immediately prior to the Change in Control; or

(iii) a material reduction in your employee benefits, other than a reduction that is similarly applicable to a majority of the members of the
Company’s executive staff; or

(iv) the relocation by more than 75 miles of your Company workplace of Santa Clara, California.

7. Confidential and Proprietary Information: As a condition of your employment, you agree to sign and abide by the Company’s standard form of employee
proprietary information/confidentiality/assignment of inventions agreement.
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8. Termination Obligations.

(a) You agree that all property, including, without limitation, all equipment, proprietary information, documents, books, records, reports, notes,
contracts, lists and computer files and data, and copies thereof, created on any medium and furnished to, obtained by, or prepared by you in the course of or
incident to your employment, belongs to the Company and shall be returned to the Company promptly upon any termination of your employment.

(b) Upon your termination for any reason, and as a condition of your receipt of any severance benefits hereunder, you will promptly resign in writing
from all offices and directorships then held with the Company or any affiliate of the Company.

(c) Following the termination of your employment with the Company for any reason, you shall fully cooperate with the Company in all matters
relating to the winding up of pending work on behalf of the Company and the orderly transfer of work to other employees of the Company. You shall also
cooperate in the defense of any action brought by any third party against the Company.

9. Limitation of Payments and Benefits.

To the extent that any of the payments and benefits provided for in this Agreement or otherwise payable to you (the “Payments”) constitute
“parachute payments” within the meaning of Section 280G of the Internal Revenue Code of 1986, as amended (the “Code”), the amount of such Payments shall
be either:

(a) the full amount of the Payments, or

(b) a reduced amount that would result in no portion of the Payments being subject to the excise tax imposed pursuant to Section 4999 of the Code
(the “Excise Tax”),

whichever of the foregoing amounts, taking into account the applicable federal, state and local income taxes and the Excise Tax, results in the receipt by you, on
an after-tax basis, of the greatest amount of benefit. In the event that any Excise Tax is imposed on the Payments, you will be fully responsible for the payment of
any and all Excise Tax, and the Company will not be obligated to pay all or any portion of any Excise Tax.

10. Other Activities. In order to protect the Company’s valuable proprietary information, you agree that during your employment you will not, as a
compensated or uncompensated officer, director, consultant, advisor, partner, joint venturer, investor, independent contractor, employee or otherwise, provide any
labor, services, advice or assistance to any entity or its successor involved in the design, manufacture, distribution (directly or indirectly), or integration of any
digital microwave products and used in terrestrial microwave point-to-point telecommunications networks anywhere in the world. You acknowledge and agree
that the restrictions contained in the preceding sentence are reasonable and necessary. You also agree that for a period of twelve (12) months after your
employment terminates, you will not solicit any employee of the Company directly or indirectly to leave employment with the Company for any purpose,
including but not limited to for purposes of providing labor, services, advice or assistance to any entity or individual. In the event of your breach of this
Paragraph, the Company shall not be obligated to provide you with any further severance payments or benefits subsequent to such breach, in addition to other
remedies available under applicable laws.
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11. Dispute Resolution. The parties agree that any suit, action, or proceeding arising out of or relating to this Agreement, the parties’ employment
relationship, or the termination of that relationship for any reason, shall be brought in the appropriate state or federal court appropriate for disputes arising in
Santa Clara, California, and you agree to submit to the personal jurisdiction of such court. The parties irrevocably waive, to the fullest extent permitted by law,
any objection they may have to the laying of venue for any such suit, action or proceeding brought in such court. If any one or more provisions of this
Paragraph 11 shall for any reason be held invalid or unenforceable, it is the specific intent of the parties that such provisions shall be modified to the minimum
extent necessary to make it or its application valid and enforceable.

12. Compliance with Section 409A of the Internal Revenue Code. This Agreement is intended to comply with, or otherwise be exempt from, Section 409A
of the Code and the rules and regulations promulgated thereunder (collectively, “Section 409A”). However, the Company has not made and is making no
representation to you relating to the tax treatment of any payment pursuant to this Agreement under Section 409A and the corresponding provisions of any
applicable State income tax laws.

Notwithstanding anything to the contrary in this Agreement, any payments or benefits due hereunder upon a termination of employment which are a
“deferral of compensation” within the meaning of Section 409A shall only be payable or provided to you upon a “separation from service” as defined for
purposes of Section 409A. In addition, if you are a “specified employee” as determined pursuant to Section 409A as of the date of your separation from service,
as so defined, and if any payments or entitlements provided for in this Agreement constitute a “deferral of compensation” within the meaning of Section 409A
and cannot be paid or provided in the manner provided herein without subjecting you to additional tax, interest or penalties under Section 409A, then any such
payment or entitlement which is otherwise payable during the first six months following your separation from service shall be paid or provided to you in a lump
sum on the earlier of (i) the first business day of the seventh calendar month immediately following the month in which your separation from service occurs or
(ii) the date of your death. To the extent required to satisfy the provisions of the foregoing sentence with respect to any benefit to be provided in-kind, the
Company shall bill you, and you shall promptly pay, the value for tax purposes of any such benefit and the Company shall therefore promptly refund the amount
so paid by you as soon as allowed by the foregoing sentence.

For purposes of Section 409A, the right to a series of installment payments under this Agreement shall be treated as a right to a series of separate payments.
With respect to any reimbursement of your expenses, or any provision of in-kind benefits to you, as specified under this Agreement, such reimbursement of
expenses or provision of in-kind benefits shall be subject to the following conditions: (1) the expenses eligible for reimbursement or the amount of in-kind
benefits provided in one taxable year shall not affect the expenses eligible for reimbursement or the amount of in-kind benefits provided in any other taxable year,
except for any medical reimbursement arrangement providing for the reimbursement of expenses referred to in Section
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105(b) of the Code; (2) the reimbursement of an eligible expense shall be made no later than the end of the year after the year in which such expense was
incurred; and (3) the right to reimbursement or in-kind benefits shall not be subject to liquidation or exchange for another benefit.

13. Severability. If any provision of this Agreement is deemed invalid, illegal or unenforceable, such provision shall be modified so as to make it valid,
legal and enforceable, and the validity, legality and enforceability of the remaining provisions of this Agreement shall not in any way be affected.

14. Confirmation of Rights which Are not Dependent Upon Signing a Release. Whether or not you sign a release as provided in certain provisions of this
Agreement, (a) you will be paid all wages due, including any unused accrued vacation, as of your last day of work, (b) your health care coverage as a primary
insured under the Company’s health plan will continue through the end of the month in which your last day of work falls, (c) thereafter, you will be eligible for
continuation of health insurance at your own expense if you timely elect coverage under COBRA, and (d) you will receive information regarding your right to
continue health insurance under COBRA.

15. Applicable Withholding. All salary, bonus, severance and other payments identified in this Agreement are subject to applicable withholding by the
Company.

16. Assignment. In view of the personal nature of the services to be performed under this Agreement by you, you cannot assign or transfer any of your
obligations under this Agreement.

17. Entire Agreement. This Agreement and the agreements referred to above constitute the entire agreement between you and the Company regarding the
terms and conditions of your employment, and they supersede all prior negotiations, representations or agreements between you and the Company regarding your
employment, whether written or oral. This Agreement sets forth our entire agreement regarding the Company’s obligation to provide you with severance benefits
upon any termination of your employment, and you shall not be entitled to receive any other severance benefits from the Company pursuant to any Company
severance plan, policy or practice.

18. Governing Law. This Agreement shall be governed by and construed in accordance with the law of the State of California.

19. Modification. This Agreement may only be modified or amended by a supplemental written agreement signed by you and an authorized representative
of the Board.
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Edward J. Hayes, Jr.
Employment Agreement
 

Ned, we look forward to having you join us at Aviat Networks, Inc. Please sign and date this letter on the spaces provided below to acknowledge your
acceptance of the terms of this Agreement.

Sincerely,
 
Aviat Networks, Inc.

By:  /s/ Michael Pangia
 Michael Pangia
 President & CEO

I agree to and accept employment with Aviat Networks, Inc. on the terms and conditions set forth in this Agreement.
 
Date: October 31, 2011   /s/ Edward J. Hayes, Jr.     

  Edward J. Hayes, Jr.
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Exhibit 31.1

CERTIFICATION

I, Michael A. Pangia, President and Chief Executive Officer of the Board of Aviat Networks, Inc., certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2011, of Aviat Networks, Inc.;
 

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

 

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

 

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

 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure

that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statement for external purposes in
accordance with generally accepted accounting principles;

 

 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

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

 

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

 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely

to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

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

financial reporting.
 
Date: November 9, 2011   /s/ Michael A. Pangia

  Name: Michael A. Pangia
  Title:  President and Chief Executive Officer



Exhibit 31.2

CERTIFICATION

I, Edward J Hayes, Jr., Senior Vice President and Chief Financial Officer of Aviat Networks, Inc., certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q for the fiscal quarter ended September 30, 2011, of Aviat Networks, Inc.;
 

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

 

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

 

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

 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure

that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statement for external purposes in
accordance with generally accepted accounting principles;

 

 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

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

 

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

 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely

to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

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

financial reporting.
 
Date: November 9, 2011   /s/ Edward J Hayes, Jr.

  Name: Edward J Hayes, Jr.
  Title:  Senior Vice President and Chief Financial Officer



Exhibit 32.1

Certifications of Chief Executive Officer and Chief Financial Officer of Aviat Networks, Inc.
Pursuant to Section 1350 of Chapter 63 of Title 18 of the
United States Code as Adopted Pursuant to Section 906

of the Sarbanes-Oxley Act of 2002

In connection with the filing of the Quarterly Report on Form 10-Q of Aviat Networks, Inc. (“Aviat Networks”) for the fiscal quarter ended September 30,
2011, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), we, Michael A. Pangia, President and Chief Executive Officer of
Aviat Networks, and Edward J Hayes, Jr., Senior Vice President and Chief Financial Officer of Aviat Networks, hereby certify, pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. §1350, that:
 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and
 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Aviat Networks as of the
dates and for the periods expressed in the Report.

 
Date: November 9, 2011    /s/ Michael A. Pangia

   Name: Michael A. Pangia
   Title:   President and Chief Executive Officer

Date: November 9, 2011    /s/ Edward J Hayes, Jr.
   Name: Edward J Hayes, Jr.
   Title:   Senior Vice President and Chief Financial Officer


