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EXPLANATORY NOTE

This Amendment No. 2 on Form 20-F/A (“Amendment 2”) is filed in order to amend the Annual Report on Form 20-F
for the fiscal year ended December 31, 2015 (the “Form 20-F”) of Ceragon Networks Ltd. (the “Company”), as filed with
the Securities and Exchange Commission on March 23, 2016, as well as amend Amendment No. 1 on Form 20-F/A

filed with the Securities and Exchange Commission on December 27, 2016 (“Amendment 1”).

Amendment 2 further amends and restates “Item 15. Control and Procedures” of Part I of Form 20-F, incorporates the
certifications pursuant to section 302 of the Sarbanes — Oxley Act of 2002 (exhibits 12.1 and 12.2 of the Form 20-F),
which were inadvertently omitted from Amendment 1, and adds the signature page, which was erroneously not
inserted at the end of the Form 20-F, after “Item 19. Exhibits”.

Pursuant to Rule 12b-15 promulgated under the Securities Exchange Act of 1934, as amended, we have included the
entire Form 20-F in this Amendment 2. However, there have been no changes to the text of such item other than the
changes stated in the immediately preceding paragraphs. Furthermore, there have been no changes to the XBRL data
filed in Exhibit 101 of the Form 20-F.

Except as expressly set forth above, this Amendment 2 does not, and does not purport to, amend, update or restate the
information presented in any other item of the Form 20-F or reflect any events that have occurred after the filing of
such Form 20-F.
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INTRODUCTION
Definitions

In this annual report, unless the context otherwise requires:

references to “Ceragon,” the “Company,” “us,” “we” and “our” refer to Ceragon Networks Ltd. (the “Registrant”), an Israeli
company, and its consolidated subsidiaries;

references to “ordinary shares,” *
nominal (par) value per share;

our shares” and similar expressions refer to the Registrant’s Ordinary Shares, NIS 0.01

references to “dollars,” “U.S. dollars” and “$” are to United States Dollars;
references to “shekels” and “NIS” are to New Israeli Shekels, the Israeli currency;
references to the “Companies Law” are to Israel’s Companies Law, 5759-1999;
references to the “SEC” are to the United States Securities and Exchange Commission; and
references to the "Nasdaq Rules" are to rules of the Nasdaq Global Select Market.
Cautionary Statement Regarding Forward-Looking Statements

This annual report includes certain statements that are intended to be, and are hereby identified as, “forward-looking
statements” for the purposes of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. We
have based these forward-looking statements on our current expectations and projections about future events.

Forward-looking statements can be identified by the use of forward-looking terminology such as “may,” “will,” “expect,”
“anticipate,” “estimate,” “continue,” “believe” or other similar expressions, but are not the only way these statements are
identified. These statements discuss future expectations, plans and events, contain projections of results of operations

or of financial condition or state other ‘“forward-looking” information. When a forward-looking statement includes an
underlying assumption, we caution that, while we believe the assumption to be reasonable and make it in good faith,
assumed facts almost always vary from actual results, and the difference between a forward-looking statement and
actual results can be material. Forward-looking statements may be found in Item 4. “INFORMATION ON THE
COMPANY” and Item 5. “OPERATING AND FINANCIAL REVIEW AND PROSPECTS” and in this annual report
generally. Our actual results could differ materially from those anticipated in these statements as a result of various
factors, including all the risks discussed in “Risk Factors” and other cautionary statements in this annual report. All of
our forward-looking statements are qualified by and should be read in conjunction with those disclosures. Except as

may be required by applicable law, we undertake no obligation to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise. In light of these risks, uncertainties,

and assumptions, the forward-looking events discussed in this annual report might not occur.

29 ¢

PART 1

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
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Not applicable.
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ITEM 3. KEY INFORMATION

Selected Financial Data

The selected financial data set forth in the table below have been derived from our audited historical financial
statements for each of the years from 2011 to 2015. The selected consolidated statement of operations data for the
years 2013, 2014 and 2015, and the selected consolidated balance sheet data at December 31, 2014 and 2015, have
been derived from our audited consolidated financial statements set forth in Item 18. “FINANCIAL STATEMENTS.”
The selected consolidated statement of operations data for the years 2011 and 2012 and the selected consolidated
balance sheet data at December 31, 2011, 2012 and 2013, have been derived from our previously published audited
consolidated financial statements, which are not included in this annual report. This selected financial data should be
read in conjunction with our consolidated financial statements and are qualified entirely by reference to such
consolidated financial statements. We prepare our consolidated financial statements in U.S. dollars and in accordance
with United States Generally Accepted Accounting Principles (“U.S. GAAP”). You should read the consolidated
financial data with the section of this annual report entitled Item 5. “OPERATING AND FINANCIAL REVIEW AND
PROSPECTS” and our consolidated financial statements and the notes to those financial statements included elsewhere
in this annual report.

Year ended December 31,

2011 2012 2013 2014 2015

(In thousands, except share and per share data)
Consolidated Statement of Operations Data:

Revenues $445,269 $446,651 $361,772 $371,112 $349,435
Cost of revenues 323,191 308,354 249,543 286,670 246,487
Gross profit 122,078 138,297 112,229 84,442 102,948
Operating expenses:

Research and development 50,456 47,487 42,962 35,004 22,930
Selling and marketing 81,716 77,326 67,743 56,059 40,816
General and administrative. 26,524 27,519 26,757 23,657 21,235
Restructuring costs 7,834 4,608 9,345 6,816 1,225

Goodwill impairment - - - 14,765
Other income - - (7,657 ) (19,827) (4,849 )
Acquisition related cost 4,919 -

Total operating expenses 171,449 156,940 139,150 116,474 81,357
Operating income (loss) (49,371) (18,643) (26,921) (32,032) 21,591
Financial expenses, net 2,024 ) (3,547 ) (14,018) (37,946) (14,738)
Income (loss) before taxes (51,395) (22,190) (40,939) (69,978) 6,853
Tax on income (2,259 ) (1,201 ) (6,539 ) (6,501 ) (5,842 )
Net income (loss) (53,654) (23,391) (47.478) (76,479) 1,011

Basic net earnings (loss) per share  $(1.49) $(0.64) $(1.23) $(1.22) $0.01
Diluted net earnings (loss) per share $(1.49) $(0.64) $(1.23) $(1.22) $0.01

Weighted average number of shares

used in computing basic earnings (loss)

per share 35,975,434 36,457,989 38,519,606 62,518,602 77,239,409
Weighted average number of shares

used in computing diluted

earnings (loss) per share 35,975,434 36,457,989 38,519,606 62,518,602 77,296,681
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At December 31
2011 2012 2013 2014 2015
(In thousands)
Consolidated Balance Sheet Data:
Cash and cash equivalents, short and long term bank
deposits, short and long term marketable securities $49.531 $51,589 $52,337 $42,371 $36,318
Working capital 154,987 129,407 106,765 87,748 84,311
Total assets 411,158 393,596 365,971 341,873 265,332
Total long term liabilities 76,664 69,767 52,498 31,822 19,915
Shareholders’ equity 161,051 143,709 135,078 104,552 102,821

Risk Factors

The following risk factors, among others, could affect our business, results of operations or financial condition and
cause our actual results to differ materially from those expressed in forward-looking statements made by us. These
forward-looking statements are based on current expectations and we assume no obligation to update this
information. You should carefully consider the risks described below, in addition to the other information contained
elsewhere in this annual report. The following risk factors are not the only risk factors that the Company faces.
Additional risks and uncertainties not presently known to us or that we currently deem immaterial may also affect our
business. Our business, financial condition and results of operations could be seriously harmed if any of the events
underlying any of these risks or uncertainties actually occur. In that event, the market price for our ordinary shares
could decline.

3
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Risks Relating to Our Business

In 2015 we experienced a decline in sales and revenues. If this decline continues, our results of operations and cash
flow may be significantly adversely impacted.

While our measures, taken at the end of 2014, to improve gross profit, reduce operating expenses and improve our
working capital management, were the main drivers for the improved financial results in 2015, we have seen a
decrease in our sales and revenue as compared with 2014 and 2013. If this trend continues, our results of operations
and cash flow may be significantly adversely impacted. In such a case, we may need to take additional measures such
as cut in costs, which may impact our ability to compete in the market.

We face intense competition from other wireless equipment providers. If we failto compete effectively, our business,
financial condition and result ofoperations would be materially adversely affected.

The market for wireless equipment is rapidly evolving, highly competitive and subject to rapid change.

Our primary competitors include industry “generalists” such as Fujitsu Limited, Huawei Technologies Co., Ltd., L.M.
Ericsson Telephone Company, NEC Corporation, Nokia and ZTE Corporation, each providing a vast wireless
solutions portfolio, with a wireless backhaul solution within their portfolio. In addition to these primary competitors, a
number of smaller microwave communications equipment suppliers, including Aviat Networks Inc., DragonWave
Inc., and SIAE Microelectronica S.p.A., offer or are developing products that compete with our products.

Most of our principal competitors, the industry “generalists”, are substantially larger than we are and have longer
operating histories and greater financial, sales, service, marketing, distribution, technical, manufacturing and other
resources than we have. Moreover, the market for wireless equipment is going through significant consolidation. For
example, five years ago we had five major wireless network equipment manufacturers, while today we have only three
such major manufacturers. As these consolidations have increased the size and thus the competitive resources of these
providers, which have greater name recognition and a larger customer base than we have, they may be able to respond
more quickly to changes in customer requirements and evolving industry standards, as well as greater resources to the
development, promotion and sale of their products. Many of these "generalists", also have well-established
relationships with our current and potential customers, have extensive knowledge of our target markets, which may
give them additional competitive advantage. In addition, as these “generalists” have begun to focus more on selling
services and bundle the entire network as a full-package offering, some of our customers, which seek best-of-breed
solutions like ours, may be driven to purchase “bundled” solutions from the “generalists”. Moreover, as these “generalists”
are usually financially stronger than us, some of these large competitors, especially those from China, may be able to
offer customers more significant financing packages and more attractive pricing, which are frequently expected by
customers in certain regions, and may increase the attractiveness of their products in comparison to ours.

Additionally, even where these “generalists” resell Ceragon products as a part of their own portfolio — selling through
resellers may negatively impact our margins and it means that our business success may depend on these competitors
to some extent. For example the consolidation between Nokia and Alcatel-Lucent may negatively impact our sales
should Nokia decide to decrease volume of sales of the Ceragon products, since today Nokia resells the Ceragon
products in various markets.

Moreover, current and potential competitors, may make strategic moves such as mergers, acquisitions or establishing
cooperative relationships among themselves or with third parties that may allow them to increase their market share
and competitive position.

We expect to face increasing competitive pressures in the future. If we are unable to compete effectively, our business,

financial condition and results of operations would be materially adversely affected.

12
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In previous years we incurred substantial losses and negative cash flows. Although we were profitable and generated
cash from our operations in 2015, we cannot assure you that we will be able to maintain this improving trend and
profitability or continue to have positive operating cash flows.

From 2011 through 2014, we incurred substantial net losses and a negative cash flow from operations. For example, in
2013 we incurred a net loss of $47.5 million, a net loss of $76.5 million in 2014, and negative cash flow from
operations of $(29.5) million and $(32.3) in 2013 and 2014, respectively. Our prior losses were impacted by decreases
in revenues, decreased gross margins and the significant expenses, costs and charges associated with prior
organizational restructuring activities. In 2015 we incurred a net income of $1.0 million and generated cash from
operating activities of $16.1 million. However, there is no assurance we will be able to maintain the improved results
and may need to take further measures such as cutting additional costs in order to maintain or further improve our
results. This may impact our ability to compete in the market for the short and long term and impair our financial
condition.

Fluctuating working capital needs may require additional or alternate cash resources. If we are unable to obtain such
resources our ability to fund operations could be impaired.

We have experienced significant fluctuations in liquidity and in our working capital needs. Our working capital needs
are primarily impacted by the volume of our business and its profitability, our payment terms with our vendors and
customers and the level of inventory we need to maintain in order to meet our contractual obligations.

We believe that our cash resources can support our business plan for at least the next 12 months; nevertheless changes
and fluctuations in the above elements may require additional cash. Should our cash needs increase, we may need to
raise additional funds through public or private debt or equity offerings. If we are not able to raise other capital or
borrow additional funds, we may not be able to fund our working capital and operational needs which would have a
material adverse effect on our business, financial condition, results of operations and cash flow.

In addition, as our credit facility period ends at March 31, 2017, we will have to extend the credit facility agreement or
replace it with another financing arrangements in order to support the operations beyond March 31, 2017. The
inability of the syndicate of banks to extend our credit facility, including by reason of a non-approval by the
Controller of Restricting Trade, whose approval is required, and our inability to extend this credit facility under terms
applicable to our business plans or to find alternate sources for it, may have material adverse effect on our business,
financial condition, results of operations and cash flow.

We could be adversely affected by our failure to comply with the covenants in our credit agreement or by the failure
of any bank to provide us with credit under committed credit facilities.

We have a committed credit facility available for our use from a syndicate of four banks. Our credit agreement
contains financial and other covenants requiring that we maintain, among other things, minimum shareholders’ equity
value, a certain ratio between our shareholders’ equity and the total value of our assets on our balance sheet, a certain
ratio between our net financial debt to each of our working capital and accounts receivable, and a minimum cash
covenant. Any failure to comply with the covenants, including due to poor financial performance, may constitute a
default under the credit agreement and may require us to seek an amendment or waiver from the banks to avoid
termination of their commitments and/or an immediate repayment of all outstanding amounts under the credit facilities
which would have a material adverse effect on our financial condition and ability to operate. In addition, the payment
may be accelerated and the credit facility may be cancelled upon an event in which a current or future shareholder
acquires control (as defined under Israel Securities Law) of us. For more information, See Item 5. “OPERATING AND
FINANCIAL REVIEW AND PROSPECTS; B. “Liquidity and Capital Resources,” for a more detailed discussion.

In addition, the credit facility is provided by the syndication with each bank agreeing severally (and not jointly) to
make its agreed portion of the credit loans to us in accordance with the terms of the credit loan agreement, which

14



Edgar Filing: CERAGON NETWORKS LTD - Form 20-F/A

includes a framework for joint decision making powers by the banks. If one or more of the banks providing the
committed credit facility were to default on its obligation to fund its commitment, the portion of the committed facility
provided by such defaulting bank would not be available to us.

5
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Due to the volume of our sales in emerging markets, we aresusceptible to a number of political, economic and
regulatory risks that could have amaterial adverse effect on our business, reputation, financial condition and results
ofoperations.

A majority of our sales are made in countries in Latin America, India, Asia Pacific and Africa. For each of the years
ended December 31, 2014 and 2015, sales in these regions accounted for approximately 73% of our revenues. As a
result, the occurrence of any international, political, regulatory or economic events in these regions could adversely
affect our business and result in significant revenue shortfalls and collection risk. Any such revenue shortfalls and/or
collection risk could have a material adverse effect on our business, financial condition and results of operations. For
example, there have been substantial import controls into Argentina, under which we need to obtain tax and customs
authorities’ approvals for import activities. To date we have been able to obtain all required approvals, and in
Argentina, controls are just now being slowly lifted after the recent change in government, but we cannot assure you
that more stringent requirements will not be imposed in the future. Due to the continued Venezuelan government
policy that limits our customers’ ability to pay for imported goods in foreign currency, our revenue from Venezuela has
decreased significantly in 2014. In addition we have recorded in 2014 and 2015 a charge of $20.5 million and $1.6
million respectively, to reflect a re-measurement of assets in Venezuela, primarily accounts receivables, which were
denominated or linked to the U.S. dollars. During 2015 our equity was adversely impacted at an amount of $4.3
million as a result of the erosion of the Brazilian currency against the U.S. dollar in this year. We have no assurance
that current conditions will not further deteriorate or that similar conditions will not occur in other developing
countries, which might adversely affect our sales in these countries and/or our ability to collect the proceeds from such
sales in the future.

Following are some of the risks and challenges that we face doing business internationally, several of which are more
likely in the emerging markets than in other countries:

- unexpected changes in or enforcement of regulatory requirements, including security regulations relating to
international terrorism and hacking concerns and regulations related to licensing and allocation processes;

- unexpected changes in or imposition of tax or customs levies;
- fluctuations in foreign currency exchange rates;

- restrictions on currency and cash repatriation;

- imposition of tariffs and other barriers and restrictions;

- burden of complying with a variety of foreign laws including foreign import restrictions which may be applicable to
our products;

- difficulties in protecting intellectual property;

- laws and business practices favoring local competitors;

- demand for high-volume purchases with discounted prices;
- collection delays and uncertainties;

- civil unrest, war and acts of terrorism;

- requirements to do business in local currency; and

16
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- requirements to do manufacture or purchase locally;

17
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In addition, local business practices in jurisdictions in which we operate, and particularly in emerging markets, may be
inconsistent with international regulatory requirements, such as anti-corruption and anti-bribery regulations to which
we are subject. It is possible that, notwithstanding our policies and in violation of our instructions, some of our
employees, subcontractors, agents or partners may violate such legal and regulatory requirements, which may expose
us to criminal or civil enforcement actions. If we fail to comply with such legal and regulatory requirements, our
business and reputation may be harmed.

Our operating results may vary significantly from quarter to quarter and from our expectations for any specific period.

Our quarterly results are difficult to predict and may vary significantly from quarter to quarter, or from our
expectations and guidance for any specific period. Most importantly, delays in product delivery or completion related
services, can cause our revenues, net income and operating cash flow to fluctuate significantly from anticipated levels,
especially as a large portion of our revenues are traditionally generated towards the end of each quarter. Factors such
as geographical mix, delivery terms and timeline, product mix, related services mix and other deal terms may differ
significantly from our prediction and impact our revenue recognition timing, gross margins, costs and expenses as
well as cash flow from operations. In addition, the decisions of our customers regarding spending throughout the year
may also create unpredictable fluctuations in the timing in which we received orders and can recognize revenues,
which may impact our quarterly results.

The quarterly variation of our operating results, may, in turn, create volatility in the market price for our shares.

A decrease in industry growth or reduction in our customers’ revenue from increased regulation or new mobile services
may cause operators’ investments in networks to slow, be delayed or stop, harming our business.

We are exposed to changing network models that affect operator spending on infrastructure as well as trends in
telecom operators and other service provider’s investment cycles. The emergence of over-the-top services, which make
use of the operators’ network to deliver rich content to users but are not sharing their revenue with the operators, are
causing operators to lose a substantial portion of their voice/SMS revenues. In addition, changes in regulatory
requirements in certain jurisdictions around the world are allowing smaller operators to enter into, and compete in, the
market, which may also reduce our customers’ pricing to their end-users further causing them to lose revenues. This is
leading operators to spend more carefully on infrastructure upgrades and build-outs. Operators today are revising
their old models because adding capacity to meet demand could force them to increase their current capital expense
investments over the coming years. As a result, operators are looking for more cost-efficient solutions and network
architecture that allow them to break the linearity of cost and capacity through more efficient use of existing
infrastructure and assets. If operators fail to monetize new services, fail to introduce new business models or
experience a decline in operator revenues or profitability, their willingness to invest further in their network systems
may decrease, which will reduce their demand for our products and services and may have an adverse effect on our
business, operating results and financial condition.

Global competition and current market conditions, including those specifically impacting the telecommunications
industry, have resulted in downward pressure on the prices for our products, whichcould result in reduced revenues,
gross margins, profitability and demand for our products and services.

Currently, we and other manufacturers of telecommunications equipment are experiencing, and are likely to continue
to experience, increased downward price pressure, particularly as we increase our customer base to include more Tier
1 customers and continue to meet market demand in certain emerging markets and other less profitable countries. As a
result, we may experience declining average sales prices for our products. Our future profitability will depend upon
our ability to improve manufacturing efficiencies, to reduce costs of materials used in our products, and to continue to
design to cost and introduce new lower-cost products and product enhancements. Because customers frequently
negotiate supply arrangements far in advance of delivery dates, we may be required to commit to price reductions for
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our products before we are aware of how, or if, cost reductions can be obtained. Current or future price reduction
commitments and any inability on our part to respond to increased price competition, in particular from tier 1
customers with higher volumes and stronger negotiating power, could harm our profitability, business, financial
condition and results of operations. Alternatively, if we decide not to pursue some of the deals, our revenues might
significantly decrease and harm our business and financial results.

7
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In recent years we have increased our sales in India, a region typically characterized as being price-sensitive, resulting
in pressure on our profitability. For the years ended December 31, 2014 and 2015, 24.8% and 30.3% of our revenues
were earned in India, respectively. We expect that our revenues from sales of our products in India will continue to
constitute a significant portion of our business in the future. In addition, we anticipate continued demand for our sales
in Latin America, a geography which is characterized by strong downward pricing pressures. Challenging global
economic conditions could also have adverse, wide-ranging effects on demand for our products and services, as well
as for the products of our customers. The telecommunications industry has experienced downturns in the past in which
operators substantially reduced their capital spending on new equipment. Continued adverse economic conditions,
which still exist in certain jurisdictions, including certain countries in Europe, Latin America and Africa, could cause
network operators to postpone investments or initiate other cost-cutting initiatives to improve their financial

position. Over the past several years, network operators have started to share parts of their network infrastructure
through cooperation agreements rather than through legal consolidation, which may adversely affect demand for lower
cost network equipment. Moreover, the level of demand by operators and other customers who buy our products and
services can change quickly and can vary over short periods, including from month to month.

If the current economic situation deteriorates, or if the uncertainty and variations in the telecommunications industry
continues, our business could be negatively impacted, including in such areas as reduced demand for our products and
services, slowed customer buying decisions, pricing pressures, possible withdrawal of global operators from some
geographies in which they currently operate in and in which we sell, supplier or customer disruptions, or insolvency
of certain of our key distributors, resellers, original equipment manufacturers (OEMs) and systems integrators, which
could impair our distribution channels, which could reduce our revenues or our ability to collect our accounts
receivable and have a material adverse effect on our financial condition and results of operations.

Some of our competitors can benefit from currency fluctuations as their costs and expenses are primarily denominated
in currencies other than the U.S. dollar. In case the U.S. dollar strengthens against these currencies these competitors
might offer their products and services for a lower price and take market share from us, which might adversely affect
our business, result of operation and financial condition.

If we fail to effectively manage deliveries of our products, we may be unable to timely fulfill our customer
commitments, which would adversely affect our business and results of operations. Technical problems in our
relatively new product line, may adversely affect our business.

We outsource substantially all our manufacturing operations, and purchase ancillary equipment for our products from
contract and other independent manufacturers and other third parties. If we fail to effectively manage and synchronize
our deliveries from all these sources to the customer in a timely manner, fail to forecast the mix or quantities of our
products or underestimate our production requirements, which could interrupt manufacturing, we could incur
additional costs, be subject to penalties and suffer from reduction in our business. If one or more of the contract and
other independent manufacturers or other third parties do not fully comply with their contractual obligations or
experience delays, disruptions or component procurement problems, our ability to deliver complete product orders to
our customers, or otherwise fulfill our contractual obligations to our customers, could be delayed or impaired. This
could result in higher manufacturing costs, could cause damage to customer relationships or could result in our
payment of penalties to our customers, which would adversely affect our business, financial results and customer
relationships.

Since we launched our IP-20 platform, we face some technical problems that are typical to an introduction phase of a
new product. Such technical problems may cause delays in product delivery, which could result in additional costs and
adversely affect customer satisfaction and our result of operation. In addition, in our competitive market, we are
expected to launch new versions and as well as new products from time to time, which again, are more prone to
technical problems that may delay our deliveries. Any such technical problem may adversely affect our ramping up
ability and may cause us to incur additional manufacturing costs or decrease our revenues, and may have a material
adverse effect on our business.
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We derive a substantial portion of our revenues from fixed-price projects, including our rollout projects, under which
we assume greater financial risk if we fail to accurately estimate the costs of the projects.

We are engaged in supplying rollout projects, involving fixed-price contracts. We assume greater financial risks on
fixed-price projects, which routinely involve the provision of installation and other services, versus equipment —only
sales, which do not similarly require us to provide services or require customer acceptance certificates in order for us
to recognize revenue. If we miscalculate the resources or time we need for these fixed-price projects, the costs of
completing these projects may exceed our original estimates, which would negatively impact our financial condition
and results of operations.

We have in the past undertaken restructuring activities, most recently in the fourth quarter of 2014, which may
adversely impact our operations.

Since 2012, we implemented several restructuring activities in order to reduce operating costs and improve
efficiency. The restructuring activities mainly included post termination costs, property and equipment write-offs in
relation to activities that were terminated, as well as facilities-related expenses for warehouse and office closings and
relocations.

We incurred restructuring charges of $9.3 million and $6.8 million, respectively, in 2013 and 2014. In the first quarter
of 2015 we incurred charges of $1.2 million which were related to our 2014 restructuring activity.

We based our restructuring efforts on assumptions and plans regarding the appropriate cost structure of our
businesses, taking into consideration, among other factors, our product mix and projected sales. These assumptions
may not be correct as we continue to evaluate and transform our business in order to achieve desired cost savings in an
increasingly competitive market. If we are required to carry out an additional restructuring plan, we may incur
additional restructuring charge, which may have adverse impact on our results of operation as well as our ability to
compete in the market for the short and long term. Further, we may have difficulty attracting and retaining personnel
as a result of a perceived risk of future workforce reductions.

We face intense competition from other communications solutions thatcompete with our high-capacity point-to-point
wireless products, which couldreduce demand for our products and have a material adverse effect on our business and
results of operations. In addition, we are dependent upon sales of our single family of products into the high-capacity
point-to-point wireless backhaul market. Any reduction in demand for our products in this market would cause our
revenues to decrease.

Our products compete with other high-speed communications solutions, including fiber optic lines and other wireless
technologies. Some of these technologies utilize existing installed infrastructure and have achieved significantly
greater market acceptance and penetration than high-capacity point-to-point wireless technologies. Moreover, as more
and more data demands are imposed on existing network frameworks and because of consolidation of fixed and
mobile operators, operators may be more motivated to invest in more expensive high-speed fiber optic networks to
meet current needs and remain competitive.

Some of the principal disadvantages of high capacity, point-to-point wireless technologies that may make other
technologies more appealing include suboptimal operations in extreme weather conditions and limitations in
connection with the need to establish line of sight between antennas.

In addition, customers may decide to use transmission frequencies for which we do not offer products.
Moreover, we develop and sell one family of products into the high-capacity point-to-point wireless backhaul

market. As a result, we are more likely to be adversely affected by a reduction in demand for point-to-point wireless
backhaul products in comparison to companies that also sell multiple and diversified product lines and solutions to
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To the extent that these competing communications solutions reduce demand for our high-capacity point-to-point
wireless transmission products, there may be a material adverse effect on our business and results of operations.

Consolidation of our potential customer base could harm our business.

The increasing trend toward mergers in the telecommunications industry has resulted in the consolidation of our
potential customer base. In situations where an existing customer consolidates with another industry participant,
which uses a competitor’s products, our sales to that existing customer could be reduced or eliminated completely to
the extent that the consolidated entity decides to adopt the competing products. Further, consolidation of our potential
customer base could result in purchasing decision delays as consolidating customers integrate their operations and
could generally reduce our opportunities to win new customers, to the extent that the number of potential customers
decreases. Moreover, some of our potential customers have agreed to share networks, which results in less network
equipment and associated services required and a decrease in the overall size of the market. Network operators have
started to share parts of their network infrastructure through cooperation agreements rather than legal consolidations,
which may adversely affect demand for network equipment and could harm our business and results of operations.

We rely on a limited number of contract manufacturers to manufacture ourproducts and if they experience delays,
disruptions, quality control problemsor a loss in capacity, it could materially adversely affect our operatingresults.

We outsource substantially all of our manufacturing processes, management of our logistic hubs and supply of our
antennas to a limited number of contract manufacturers and suppliers that are located in Israel, Ukraine, Malaysia,
Singapore, the Philippines and Hungary. We do not have long-term contracts with any of these contract
manufacturers. From time to time, we have experienced and may in the future experience delays in shipments from
these contract manufacturers. As part of our continued effort to reduce costs and the restructuring announcement on
December 15, 2014, on March 18, 2015 we signed a contract with a certain contract manufacturer to outsource our
production facility in Slovakia. As part of this outsourcing, we transferred the production activity to the new
manufacturer during 2015. As a result of this move, we may experience delays in shipment as well as quality issues,
until ramp up and knowledge transfer is completed.

Although we believe that our contract manufacturers have sufficient economic incentive to perform our
manufacturing, the resources devoted to these activities are not within our control, and we cannot assure you that
manufacturing problems will not occur in the future. In addition, the operations of our contract manufacturers are not
under our control, and may themselves in the future experience manufacturing problems, including inferior quality
and insufficient quantities of components. These delays, disruptions, quality control problems and loss in capacity
could result in delays in deliveries of our product to our customers, which could subject us to penalties payable to our
customers, increased warranty costs and possible cancellation of orders. If our contract manufacturers experience
financial, operational, manufacturing capacity or other difficulties, or shortages in components required for
manufacturing, our supply may be disrupted and we may be required to seek alternate manufacturers. We may be
unable to secure alternate manufacturers that meet our needs in a timely and cost-effective manner. In addition, some
of our contract manufacturers have granted us licenses with respect to certain technology that is used in a number of
our products. If we change contract manufacturers, we may be required to renegotiate these licenses or redesign some
of our products, either of which could increase our cost of revenues and cause product delivery delays. If we change
manufacturers, during the transition period, we may be more likely to face delays, disruptions, quality control
problems and loss in capacity, and our sales, profits and customer relationships may suffer.

Our international operations expose us to the risk of fluctuation in currencyexchange rates and restrictions related to
foreign currency exchange controls.

Although we derive a significant portion of our revenues in U.S. dollars, a portion of our U.S. dollar revenues are

derived from customers operating in local currencies, which are different from the U.S. dollar. Therefore, devaluation
in the local currencies of our customers relative to the U.S. dollar could cause our customers to cancel or decrease

24



Edgar Filing: CERAGON NETWORKS LTD - Form 20-F/A

orders or delay payment. In addition, part of our revenues from customers are in non-U.S. dollar currencies, therefore
we are exposed to the risk of devaluation of such currencies relative to the dollar, which could have a negative impact
on our revenues and results of operations. We are also subject to other foreign currency risks including repatriation
restrictions in certain countries, particularly in Latin America. See also the risk of “Due to the volume of our sales in
emerging markets, we are susceptible to a number of political, economic and regulatory risks that could have a
material adverse effect on our business, reputation, financial condition and results of operations”

10
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A substantial portion of our operating expenses are denominated in New Israeli Shekels, and to a lesser extent, other
non-U.S. dollar currencies. Our NIS-denominated expenses consist principally of salaries and related costs and related
personnel expenses. We anticipate that a portion of our expenses will continue to be denominated in NIS. In 2015, the
NIS continued to fluctuate in comparison to the U.S. dollar, with the NIS depreciating by 0.3% against the U.S. dollar
for that year. If the U.S. dollar weakens against the NIS in the future, there will be a negative impact on our results of
operations.

In some cases, we are paid in non-U.S. dollar currencies or maintain monetary assets in non-U.S. dollar currencies,
which could affect our reported results of operations. Also our cash balances in certain countries, may be devaluated
significantly, especially in cases where conversion to U.S. dollars and repatriation of these cash reserves is restricted
or impossible, which could have a material adverse effect on our financial condition. In addition, we have assets and
liabilities that are denominated in non-U.S. dollar currencies. Therefore, significant fluctuation in these other
currencies could have a significant effect on our results.

We use derivative financial instruments, such as foreign exchange forward contracts, to mitigate the risk of changes in
foreign exchange rates on balance sheet accounts and forecast cash flows. We do not use derivative financial
instruments or other “hedging” techniques to cover all of our potential exposure and may not purchase derivative
instruments adequate to insulate ourselves from foreign currency exchange risks. In some countries, we are unable to
use “hedging” techniques to mitigate our risks because hedging options are not available for certain government
restricted currencies. During 2015, we incurred losses in the amount of $7.8 million as a result of exchange rate
fluctuations that have not been offset in full by our hedging strategy. In addition, during 2015 we also recorded
charges of $4.3 million to the other comprehensive loss in our shareholders’ equity as a result of the erosion of the
Brazilian currency against the U.S. dollar. The volatility in the foreign currency markets may make it challenging to
hedge our foreign currency exposures effectively.

We are engaged in supplying installation or rollout projects forour customers. Such long-term projects have inherent
additional risks. Problems in executing these rollout projects, including delays orfailure in acceptance testing
procedures and other items beyond our control, would have a material adverse effect on ourresults of operations.

We are engaged in supplying our products as total rollout projects, which include installation and other services for
our customers. In this context, we may act as prime contractor and equipment supplier for network build-out projects,
providing installation, supervision and commissioning services required for these projects, or we may provide such
services and equipment for projects handled by system integrators. As we engage in more rollout projects, we expect
to continue to routinely enter into contracts involving significant amounts to be paid by our customers over time and
which often require us to deliver products and services representing an important portion of the contract price before
receiving any significant payment from the customer. Once a purchase agreement has been executed, the timing and
amount of revenue, if applicable, may remain difficult to predict. The completion of the installation and testing of the
customer’s networks and the completion of all other suppliers’ network elements are subject to the customer’s timing
and efforts, and other factors outside our control, such as site readiness for installation, availability of power and
access to sites, which may prevent us from making predictions of revenue with any certainty. This could cause us to
experience substantial period-to-period fluctuations in our results of operations and financial condition.

In addition, typically in rollout projects, we are dependent on the customer to issue acceptance certificates to generate
and recognize revenue. In such projects, we typically bear the risks of loss and damage to our products until the
customer has issued an acceptance certificate upon successful completion of acceptance tests. Moreover, we are not
always the prime integrator in these projects and in such cases, the acceptance may be delayed even further since it
depends on the acceptance of other network elements, which are not in our control. The early deployment of our
products during a long-term project reduces our cash flow, as we generally collect a significant portion of the contract
price after successful completion of an acceptance test. If our products are damaged or stolen, or if the network we
install does not pass the acceptance tests or if the customer does not or will not issue an acceptance certificate, the end
user or the system integrator, as the case may be, could refuse to pay us any balance owed and we would incur
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substantial costs, including fees owed to our installation subcontractors, increased insurance premiums, transportation
costs, and expenses related to repairing or manufacturing the products. Moreover, in such a case, we may not be able
to repossess the equipment, thus suffering additional losses.
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If any of the above occurs, we may not be able to generate or recognize revenue and we may incur additional costs,
any of which could materially adversely impact our results of operation and financial condition.

A single customerand customer grouprepresent a significant portion of our revenues, and if we were to lose this single
customer or customer group or experience any material reduction in orders from this single customer or customer
group, our revenues and operating results may be adversely affected.

In 2015 we had revenue from a single customer group of affiliated companies equaling 17.7% of our total revenues. In
2014 we had revenue from a single customer that accounted for approximately 16.1% of our total revenues. In 2013
we had revenues from a single customer group of affiliated companies that accounted for approximately 15.4% of our
total revenues. Our sales are generally made from standard purchase orders rather than long-term contracts.
Accordingly, these large customers are not obligated to purchase a fixed amount of products or services over any
period of time from us and may terminate or reduce their purchases from us at any time without notice or penalty. We
therefore have difficulty projecting future revenues from these customers. This could have, and has had, an adverse
effect on our reported revenues, profitability and cash flow. In addition, the loss of these customers or any material
reduction in orders could adversely affect different aspects of our results of operations, including cash flow, and
financial condition.

Our failure to establish and maintain effective internal control over financial reporting could result in material
misstatements in our financial statements, failure to meet our reporting obligations. This may cause investors to lose
confidence in our reported financial information, which could result in the trading price of our common stock to
decline.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Rule 13a-15(f) of the Exchange Act. Under the supervision and with the participation of our
management, including the chief executive officer (“CEO”) and the chief financial officer (“CFO”), we carried out an
evaluation of the effectiveness of our internal control over financial reporting as of December 31, 2015, using the
criteria established in “Internal Control - Integrated Framework™ (2013), issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such
that there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial
statements will not be prevented or detected in a timely manner.

At the end of 2014, based on the Company’s evaluation, our management, including the CEO and CFO, has identified
a material weakness related to our legal entity in Brazil, which accounted for approximately 10% of our total revenue
for the year ended 2014, approximately 9% of our total assets as of 2014, finding that we did not maintain effective
controls over our financial reporting and closing procedures as of December 31, 2014. This material weakness resulted
from the fact that our accounting and supervisory personnel in Brazil did not have adequate accounting experience to
enforce compliance with all the procedures that had been defined to ensure appropriate financial reporting. This
deficiency could result in a material misstatement of the annual or interim consolidated financial statements that may
not be prevented or detected on a timely basis.

With the oversight of CEO and CFO, we took steps and plan to take additional measures to remediate the underlying
causes of the material weakness and as a result as of December 31, 2015 we had no material weakness in our internal

controls over our financial reporting. See also ITEM 15. “CONTROLS AND PROCEDURES.”
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If we conclude in future periods that our internal controls over financial reporting are not effective, we may fail to
meet our future reporting obligations on a timely basis, our financial statements may contain material misstatements,
our operating results may be negatively impacted, and we may be subject to litigation and regulatory actions, causing
investor perceptions to be adversely affected and potentially resulting in a decline in the market price of our common
stock. Even if we conclude that our internal controls over financial reporting are adequate, any internal control or
procedure, no matter how well designed and operated, can only provide reasonable assurance of achieving desired
control objectives and cannot prevent all mistakes or intentional misconduct or fraud.

Additional tax liabilities could materially adversely affect our results of operations and financial condition.

As a global corporation, we are subject to income and other taxes both in Israel and various foreign jurisdictions. Our
domestic and international tax liabilities are subject to the allocation of revenues and expenses in different
jurisdictions and the timing of recognizing revenues and expenses. Our tax expense includes estimates or additional
tax, which may be incurred for tax exposures and reflects various estimates and assumptions, including assessments of
our future earnings that could impact the valuation of our deferred tax assets. From time to time, we are subject to
income and other tax audits, the timings of which are unpredictable. Our future results of operations could be
adversely affected by changes in our effective tax rate as a result of a change in the mix of earnings in countries with
differing statutory tax rates, changes in our overall profitability, changes in tax legislation and rates, changes in
generally accepted accounting principles, changes in the valuation of deferred tax assessments and liabilities, the
results of audits and examinations of previously filed tax returns and continuing assessments of our tax

exposures. While we believe we comply with applicable tax laws, there can be no assurance that a governing tax
authority will not have a different interpretation of the law and assess us with additional taxes. Should we be assessed
additional taxes, there could be a material adverse effect on our results of operations and financial condition.

Our business activities in multiple countries may also expose us to indirect as well as withholding taxes in those
countries. Our inability to meet certain tax regulations related to indirect or withholding tax as well as different
interpretations applied by the governing tax authorities to those regulations may expose us to additional tax payments
and penalties which would have a material adverse impact on our results of operations and financial condition.

Due to inaccurate forecasts, we may be exposed to inventory-related losses on inventories purchased by our contract
manufacturers and other suppliers or to increased expenses should unexpected production ramp up be required. In
addition, part of our inventory may be written off, which would increase our cost of revenues.

Our contract manufacturers and other suppliers are required to purchase inventory based on manufacturing projections
we provide to them. If the actual orders from our customers are lower than projected, or the mix of products ordered
changes, or if we decide to change our product line and/or our product support strategy, our contract manufacturers or
other suppliers will have excess inventory of raw materials or finished products, which we would be required to
purchase, thus incurring additional costs and our gross profit and results of operations could be adversely affected. In
addition, our inventory levels may be too high, and inventory may become obsolete or over-stated on our balance
sheet. This would require us to write off inventory, which could adversely affect our results of operations.

Alternatively, if we underestimate our requirements and actual orders are significantly larger than our planned
forecast, we may be required to accelerate production and purchase of supplies, which may result in additional costs of
buying components at less attractive prices, paying expediting fees and express shipment costs, overtime and other
manufacturing expenses and our gross margins and results of operations could be adversely affected.

We require our contract manufacturers and other suppliers from time to time to purchase more inventory than is
immediately required, and, with respect to our contract manufacturers, to partially assemble components, in order to
shorten our delivery time in case of an increase in demand for our products. In the absence of such increase in
demand, we may need to make advance payments or compensate our contract manufacturers or other suppliers, as
needed. We also may purchase components or raw materials from time to time for use by our contract manufacturers
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in the manufacturing of our products.
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Inventory of raw materials, work in-process or finished products located either at our warehouse or our customers’ sites
as part of the network build-up may accumulate in the future, and we may encounter losses due to a variety of factors
including:

new generations of products replacing older ones, including changes in products because of technological advances
and cost reduction measures; and

the need of our contract manufacturers to order raw materials that have long lead times and our inability to estimate
exact amounts and types of items thus needed, especially with regard to the frequencies in which the final products
ordered will operate.

Further, our inventory of finished products located either at our warehouse or our customers’ sites as part of a network
build-up may accumulate if a customer were to cancel an order or refuse to physically accept delivery of our products,
or in rollout projects which include acceptance tests, refuse to accept the network. The rate of accumulation may
increase in a period of economic downturn.

Our sales cycles in connection with competitive bids or to prospectivecustomers are lengthy.

It typically takes from three to twelve months after we first begin discussions with a prospective customer before we
receive an order from that customer, if an order is received at all. In some instances, we participate in competitive bids
in tenders issued by our customers or prospective customers. These tender processes can continue for many months
before a decision is made by the customer. In addition even after the initial decision is made we may be required for a
lengthy and extensive testing and integration phase, as well as a lengthy contract negotiation phase, before a final
decision to purchase is made. In some cases, even if we have signed a contract and our products were tested and
approved for usage, it could take a significant amount of time until customer places purchase orders, if at all. As a
result, we are required to devote a substantial amount of time and resources to secure sales. In addition, the lengthy
sales cycle results in greater uncertainty with respect to any particular sale, as events may occur during the sales cycle
that impact customers’ decisions which, in turn, increases the difficulty of forecasting our results of operations.

Our contract manufacturers obtain some of the components included in ourproducts from a limited group of suppliers
and, in some cases, single or solesource suppliers. The loss of or problems in any of these suppliers could cause us
toexperience production and shipment delays as well as additional costs, which may result in a substantial cost
increase or loss of revenue.

Our contract manufacturers currently obtain key components from a limited number of suppliers. Some of these
components are obtained from a single or sole source supplier. Our contract manufacturers’ dependence on a single or
sole source supplier, or on a limited number of suppliers, subjects us to the following risks:

The component suppliers may experience shortages in components and interrupt or delay their shipments to our
contract manufacturers. Consequently, these shortages could delay the manufacture of our products and shipments to
our customers, which could result in penalties or cancellation of orders for our products.

The component suppliers could discontinue the manufacture or supply of components used in our systems. In such an
event, our contract manufacturers or we may be unable to develop alternative sources for the components necessary to
manufacture our products, which could force us to redesign our products, or we may need to buy a large stock of the
component into inventory before it is discontinued. Any such redesign of our products would likely interrupt the
manufacturing process and could cause delays in our product shipments. Moreover, a significant modification in our
product design may increase our manufacturing costs and bring about lower gross margins.

The component suppliers may increase component prices significantly at any time and with immediate effect,
particularly if demand for certain components increases dramatically in the global market. These price increases
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would increase component procurement costs and could significantly reduce our gross margins and profitability.
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If we do not succeed in developing and marketing new products that keep pacewith technological developments,
changing industry standards and our customers’needs, we may not be able to grow or sustain our business.

The market for our products is characterized by rapid technological advances, changing customer needs and evolving
industry standards, as well as increasing pressures to make existing products more cost efficient. Accordingly, our
success will depend, among other things, on our ability to develop and market new products or enhance our existing
products in a timely manner to keep pace with developments in technology, and customer requirements.

In addition, the wireless equipment industry is subject to rapid change in technological and industry standards. This
rapid change, through official standards committees or widespread use by operators, could either render our products
obsolete or require us to modify our products resulting in significant investment, both in time and cost, in new
technologies, products and solutions. We cannot assure you that we will continue to successfully develop these
components and bring them into full production with acceptable reliability, or that any development or production
ramp-up will be completed in a timely or cost-effective manner.

We are continuously seeking to develop new products and enhance our existing products. In late 2013 we announced a
significant new line of products (IP-20 Platform) which we continue to enhance with newer products and capabilities.
Developing new products and product enhancements requires research and development resources. We may not be
successful in enhancing our existing products or developing new products in response to technological advances or to
satisfy increasingly sophisticated customer needs in a timely and cost-effective manner, which would have a material
adverse effect on our ability to grow or maintain our business. Moreover, we cannot assure that new products being
developed on the basis of the IP-20 Platform will be accepted in the market or will result in profitable sales or that
such products will not require additional quality assurance and defect fixing processes.

Our past acquisition activities expose us to risks and liabilities.

The Nera Acquisition was our first acquisition involving significant international operations. In acquiring Nera we
undertook a number of identified contingent liabilities of Nera, such as various known litigations with third parties,
and other contingent exposures with customers, suppliers and employees, all of which could accumulate to a
substantial amount. In addition, we may be exposed to potential tax liabilities worldwide with governmental
authorities, which could result in a substantial cost. We also undertook certain exposures for penalties and other
financial risks posed by a few of Nera’s customers in the event of a default by us due to commercial or political
circumstances, which may not be under our control. We assessed these contingent liabilities in the purchase price
allocation.

However, our assessment of such contingent liabilities may not have been accurate and we may be exposed to actual
payments, which may be significantly higher than we assessed. If we are required to make any actual payment on such
potential tax liabilities, this could result in the Nera Acquisition being substantially more expensive than originally
estimated and could materially adversely affect our results of operations and financial condition.

Our acquisition activities expose us to risks and liabilities, which could also result in integration problems and
adversely affect our business.

Following the Nera Acquisition and other smaller acquisitions, we have increased the size of our operations and
worldwide presence. We intend to continue to explore potential merger or acquisition opportunities. We are unable to
predict whether or when any prospective acquisitions will be completed. The process of integrating an acquired
business may be prolonged due to unforeseen difficulties and may require a disproportionate amount of our resources
and management’s attention. The anticipated benefits and cost savings of such mergers and acquisitions or other
restructuring may not be realized fully, or at all, or may take longer to realize than expected. Acquisitions involve
numerous risks any of which could harm our business, results of operations or the price of our ordinary shares.
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We sell other manufacturers’ products as an original equipment manufacturer, or OEM, which subjects us to
variousrisks that may cause our revenues to decline.

We sell a limited number of products on an OEM basis through relationships with a number of manufacturers. Some
of these OEM products enable us to offer a complete solution to some of our customers. These manufacturers have
chosen to sell a portion of their products through us in order to take advantage of our reputation and sales channels.
The sale of these OEM products by us depends in part on the quality of these products, the ability of these
manufacturers to deliver their products to us on time and their ability to provide both presale and post-sale support.
Sales of OEM products by us expose our business to a number of risks, each of which could result in a reduction in
the sales of our products. We face the risks of termination of these relationships, technical and financial problems
these companies might encounter or the promotion of their products through other channels and turning them into
competitors rather than partners. In addition, failure by our OEM manufacturers to deliver their products or
discontinue production of their products may cause difficulty to, and may have an adverse effect on, our business. If
any of these risks materialize, we may not be able to develop alternative sources for these OEM products, which may
cause us to lose certain customers or a part of their business which would cause our revenues to decline.

If we fail to obtain regulatory approval for our products, or if sufficientradio frequency spectrum is not allocated for
use by our products, our abilityto market our products may be restricted.

Radio communications are subject to regulation in most jurisdictions and to various international treaties relating to
wireless communications equipment and the use of radio frequencies. Generally, our products must conform to a
variety of regulatory requirements established to avoid interference among users of transmission frequencies and to
permit interconnection of telecommunications equipment. Any delays in compliance with respect to our future
products could delay the introduction of those products. Also, these regulatory requirements may change from time to
time, which could affect the design and marketing of our products as well as the competition we face from other
suppliers’ products. Delays in allocation of new spectrum, such as the E and V bands in various countries, at prices
which are competitive for our customers, for use with wireless backhaul communications, may also adversely affect
the marketing and sales of our products.

In addition, in most jurisdictions in which we operate, users of our products are generally required to either have a
license to operate and provide communications services in the applicable radio frequency or must acquire the right to
do so from another license holder. Consequently, our ability to market our products is affected by the allocation of the
radio frequency spectrum by governmental authorities, which may be by auction or other regulatory selection. These
governmental authorities may not allocate sufficient radio frequency spectrum for use by our products. We may not be
successful in obtaining regulatory approval for our products from these authorities and as we develop new products
either our products or some of the regulations will need to change to take full advantage of the new product
capabilities in some geographies. Historically, in many developed countries, the lack of available radio frequency
spectrum has inhibited the growth of wireless telecommunications networks. If sufficient radio spectrum is not
allocated for use by our products, our ability to market our products may be restricted which would have a materially
adverse effect on our business, financial condition and results of operations. Additionally, regulatory decisions
allocating spectrum for use in wireless backhaul at frequencies used by our competitors’ products could increase the
competition we face.

Other areas of regulation and governmental restrictions, including tariffs on imports and technology controls on
exports or regulations related to licensing and allocation processes, could adversely affect our operations and financial
results.

Our products are used in critical communications networks, which may subject usto significant liability claims.

Because our products are used in critical communications networks, we may be subject to significant liability claims if
our products do not work properly. The provisions in our agreements with customers that are intended to limit our
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exposure to liability claims may not preclude all potential claims. In addition, any insurance policies we have may not
adequately limit our exposure with respect to such claims. We warrant to our current customers that our products will
operate in accordance with our product specifications. If our products fail to conform to these specifications, our
customers could require us to remedy the failure or could assert claims for damages. Liability claims could require us
to spend significant time and money in litigation or to pay significant damages. Any such claims, whether or not
successful, would be costly and time-consuming to defend, and could divert management’s attention and seriously
damage our reputation and our business.
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Our international wireless backhaul operations subject us to environmental, health and other laws and potential
liabilities that could materially impact our business, results of operations and financial condition.

Due to the nature of our global operations, we must comply with certain international and domestic laws, regulations
and restrictions, which may expose our business to risks including the following:

oPursuant to Section 1502 of the Dodd-Frank Act, as a United States publicly-traded company we are required to
disclose use or potential use of certain minerals and their derivatives, including tantalum, tin, gold and tungsten, that
are mined from the Democratic Republic of Congo and adjoining countries and deemed conflict minerals. These
requirements necessitate due diligence efforts to assess whether such minerals are used in our products in order to
make the relevant required annual disclosures. We timely file our conflict minerals reports. Yet, there are, and will
be, ongoing costs associated with complying with these disclosure requirements, we may face reputational
challenges that could impact future sales if we determine that certain of our products contain minerals not
determined to be conflict free or if we are unable to verify with sufficient accuracy the origins of all conflict minerals
used in our products.

0oOur business is subject to numerous laws and regulations designed to protect the environment, including with respect
to discharges management of hazardous substances. Although we believe that we have complied with these
requirements and that such compliance has not had a material adverse effect on our results of operations, financial
condition or cash flows, the failure to comply with current or future environmental requirements could expose the
company to criminal, civil and administrative charges, due to the nature of our business and environmental risks, we
cannot provide assurance that any such material liability will not arise in the future.

0Our wireless communications products emit electromagnetic radiation. While we are currently unaware of any
negative effects associated with our products, there has been publicity in recent years, regarding the potentially
negative direct and indirect health and safety effects of electromagnetic emissions from wireless telephones and
other wireless equipment sources, including allegations that these emissions may cause cancer. Health and safety
issues related to our products may arise that could lead to litigation or other actions against us or to additional
regulation of our products. We may be required to modify our technology and may not be able to do so. Even if these
concerns prove to be baseless, the resulting negative publicity could affect our ability to market these products and,
in turn, could harm our business and results of operations. Claims against other wireless equipment suppliers or
wireless service providers could adversely affect the demand for our backhaul solutions.

If we are unable to protect our intellectual property rights, our competitiveposition may be harmed.

Our ability to compete will depend, in part, on our ability to obtain and enforce intellectual property protection for our
technology internationally. We currently rely upon a combination of trade secret, trademark and copyright laws, as
well as contractual rights, to protect our intellectual property. In connection with the Nera Acquisition, we acquired
certain patents and patent applications. However, our patent portfolio may still not be as extensive as those of our
competitors. As a result, we may have limited ability to assert any patent rights in negotiations with, or in
counterclaiming against, competitors who assert intellectual property rights against us.

We also enter into confidentiality, non-competition and invention assignment agreements with our employees and
contractors engaged in our research and development activities, and enter into non-disclosure agreements with our
suppliers and certain customers so as to limit access to and disclosure of our proprietary information. We cannot
assure you that any steps taken by us will be adequate to deter misappropriation or impede independent third-party
development of similar technologies. Moreover, under current law, we may not be able to enforce the non-competition
agreements with our employees to their fullest extent.
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We cannot assure you that the protection provided to our intellectual property by the laws and courts of foreign
nations will be substantially similar to the remedies available under U.S. law. Furthermore, we cannot assure you that
third parties will not assert infringement claims against us based on foreign intellectual property rights and laws that
are different from those established in the United States. Any such failure or inability to obtain or maintain adequate
protection of our intellectual property rights for any reason could have a material adverse effect on our business,
results of operations and financial condition.

Defending against intellectual property infringement claims could be expensiveand could disrupt our business.

The wireless equipment industry is characterized by vigorous protection and pursuit of intellectual property rights,
which has resulted in often protracted and expensive litigation. We have been exposed to infringement allegations in
the past. We may in the future be notified that we or our vendors, allegedly infringe certain patent or other intellectual
property rights of others. Any such litigation or claim could result in substantial costs and diversion of resources. In
the event of an adverse result of any such litigation, we could be required to pay substantial damages (including
potentially treble damages and attorney’s fees should a court find such infringement willful), cease the use and
licensing of allegedly infringing technology and the sale of allegedly infringing products (including those we purchase
from third parties). We may be forced to expend significant resources to develop non-infringing technology, obtain
licenses for the infringing technology or replace infringing third party equipment. We cannot assure you that we
would be successful in developing such non-infringing technology, that any license for the infringing technology
would be available to us on commercially reasonable terms, if at all, or that we will find suitable substitute for
infringing third party equipment.

If we fail to attract and retain qualified personnel, our business, operationsand product development efforts may be
materially adversely affected.

Our products require sophisticated research and development, marketing and sales, and technical customer support.
Our success depends on our ability to attract, train and retain qualified personnel in all these professional areas while
also taking into consideration varying geographical needs and cultures. We compete with other companies for
personnel in all of these areas, both in terms of profession and geography, and we may not be able to hire sufficient
personnel to achieve our goals or support the anticipated growth in our business. The market for the highly-trained
personnel we require globally is competitive, due to the limited number of people available with the necessary
technical skills and understanding of our products and technology. If we fail to attract and retain qualified personnel
due to compensation or other factors, our business, operations and product development efforts would suffer.

Risks Related to Our Common Shares

If we are characterized as a passive foreign investment company, our U.S.shareholders may suffer adverse tax
consequences, including higher tax ratesand potentially punitive interest charges on certain distributions and on the
proceeds of share sales.

We do not believe that for 2015 we were a passive foreign investment company, or PFIC, for U.S. federal income tax
purposes. Non-U.S. corporations may generally be characterized as a PFIC for any taxable year, if after applying
certain look through rules, either (1) 75% or more of such corporation’s gross income is passive income, or (2) at least
50% of the average value of all such corporation’s assets are held for the production of, or produce, passive income. If
we are characterized as a PFIC, our U.S. shareholders may suffer adverse tax consequences, including having gains
realized on the sale of our ordinary shares treated as ordinary income, rather than capital gain income, and having
potentially punitive interest charges apply. Similar rules apply to distributions that are “excess distributions.”

It is possible that the United States Internal Revenue Service could attempt to treat us as a PFIC for the 2015 year or

prior tax years. The tests for determining PFIC status are applied annually and it is difficult to make accurate
predictions of our future income, assets, activities and market capitalization, including fluctuations in the price of our
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ordinary shares, which are relevant to this determination. Accordingly, there can be no assurance that we will not
become a PFIC in 2016 or in subsequent years. For a discussion of the rules relating to passive foreign investment
companies and related tax consequences, please see the section of this prospectus supplement entitled “U.S. Federal
Income Tax Considerations” — “Tax Consequences if we are a Passive Foreign Investment Company.”
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The price of our ordinary shares is subject to volatility. Such volatility may expose us to class actions against the
Company and its senior executives.

The stock market in general and the market price of our ordinary shares, in particular, are subject to fluctuation. As a
result, changes in our share price may be unrelated to our operating performance. The price of our ordinary shares has
experienced volatility in the past and may continue to do so in the future. In the two year period ended December 31,
2015, the price of our ordinary shares has ranged from a high of $3.84 per share to a low of $0.88 per share. On
December 31, 2014 and 2015, the closing price of our ordinary shares was $1.01 per share and $1.21 per share,
respectively. The market price of our ordinary shares is and will continue to be subject to a number of factors,
including:

* announcement of corporate transactions or other events impacting our revenues;
* announcements of technological innovations by us or by others;

* customer orders or new products or contracts;

* competitors’ positions and other events related to this market;

* changes in the Company’s estimations regarding looking forward statements and/or announcement of actual results
that vary significantly from such estimations;

» changes in financial estimates by securities analysts;
* our earnings releases and the earnings releases of our competitors;

* other announcements, whether by the Company or others, referring to the Company’s financial condition results of
operations and changes in strategy;

» the general state of the securities markets (with particular emphasis on the technology and Israeli sectors thereof);
and

» the general state of the credit markets, the current volatility of which could have an adverse effect on our
investments.

These factors and any corresponding price fluctuations may materially and adversely affect the market price of our
ordinary shares and may result in substantial losses by our investors. In addition to the volatility of the market price of
our shares, the stock market in general and the market for technology companies in particular have been highly
volatile and at times thinly traded. Investors may not be able to resell their shares following periods of volatility.

On January 6, 2015 the Company was served with a motion to approve a purported class action, naming the Company,
its Chief Executive Officer and its directors as defendants. The motion was filed with the District Court of Tel-Aviv.
The purported class action alleges breaches of duties by making false and misleading statements in the Company’s
SEC filings and public statements. Although the Company believes it has strong defense against these allegations and
that the District Court should deny the motion to approve the class action, there is no assurance that the Company’s
position will be accepted by the District Court. In such case the Company may have to divert attention of its
executives to deal with this class action as well as incur damages and expenses that may be beyond its insurance
coverage for such cases, which cause a risk of loss and expenditures that may adversely affect its financial condition
and results of operations.
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Due to the size of their shareholdings, Yehuda and Zohar Zisapel have influenceover matters requiring shareholder
approval.

As of March 16, 2016, Yehuda Zisapel and Nava Zisapel beneficially owned, directly or indirectly, 4.61% of our
outstanding ordinary shares; and Zohar Zisapel, our Chairman, beneficially owned, directly or indirectly, 13.9% of our
outstanding ordinary shares. Such percentages include options which are exercisable within 60 days of March 16,
2016. Yehuda and Zohar Zisapel, who are brothers, do not have a voting agreement. Regardless, these shareholders
may influence the outcome of various actions that require shareholder approval. Yehuda and Nava Zisapel have an
agreement which provides for certain coordination in respect of sales of shares of Ceragon as well as for tag along
rights with respect to off-market sales of Ceragon.

Our ordinary shares are traded on more than one market and this may result in price variations.

In addition to being traded on the Nasdaq Global Select Market, our ordinary shares are traded on the TASE. Trading
in our ordinary shares on these markets take place in different currencies (U.S. dollars on Nasdaq and NIS on the
TASE), and at different times (resulting from different time zones, trading days and public holidays in the United
States and Israel). The trading prices of our ordinary shares on these two markets may differ due to these and other
factors. Any decrease in the price of our ordinary shares on one market could cause a decrease in the trading price of
our ordinary shares on the other market.

As a foreign private issuer we are permitted to follow certain home country corporate governance practices, instead of
applicable SEC and Nasdaq Rules, which may result in less protection than is afforded to investors under rules
applicable to domestic issuers.

As a foreign private issuer we are permitted to follow certain home country corporate governance practices and law
instead of those rules and practices otherwise required by Nasdaq for domestic issuers. For instance, we have relied on
the foreign private issuer exemption with respect to shareholder approval requirements for equity issuances and
equity-based compensation plans and with respect to the Nasdaq requirement to have a formal charter for the
compensation committee; See “Item 16G. Corporate Governance”.

Following our home country corporate governance practices, as opposed to the requirements that would otherwise
apply to a US company listed on Nasdaq, may provide less protection than is afforded to investors under the Nasdaq
Rules applicable to domestic issuers.

Risks Related to Operations in Israel

Conditions in the Middle East and in Israel may adversely affect our operations.

Our headquarters, a substantial part of our research and development facilities and some of our contract manufacturers’
facilities are located in Israel. Accordingly, political, economic and military conditions in Israel and the surrounding
region may directly influence our operations. Specifically, we could be adversely affected by:

Hostilities involving Israel;

The interruption or curtailment of trade between Israel and its present trading
partners;

A downturn in the economic or financial condition of Israel; and

-A full or partial mobilization of the reserve forces of the Israeli armys;
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Since its establishment in 1948, Israel has been subject to a number of armed conflicts that have taken place between
it and its Arab neighbors. While Israel has entered into peace agreements with both Egypt and Jordan, Israel has no
peace arrangements with any other neighboring countries.

Furthermore, violent uprisings against the regimes experienced in recent years in some Arab countries in the Middle
East and North Africa, including in Egypt, Syria and Jordan, which border Israel, and the significant increase of
hostile activities of ISIS, the Islamic State of Iraq and the Levant, in Syria, adjacent to Israel's northern border, and in
the Sinai Peninsula, adjacent to Israel's southern border, all maintain a level of uncertainty in the region.
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Despite the multiparty agreement reached between Iran and world powers, reports of its continuing nuclear
development program have further heightened the antipathy between Israel and Iran.

In the last twenty years there has been a significant deterioration in Israel’s relationship with the Palestinian Authority
and a related increase in violence, including continued hostilities related to the Gaza Strip, which is controlled by the
Hamas militant group. Efforts to resolve the problem have failed to result in a permanent solution. Further, since the
beginning of 2015, we have been experiencing a wave of individual attacks against Israeli citizens, carried out by
Palestinian individuals mostly from areas controlled by the Palestinian Authority, but also from Eastern Jerusalem and
other parts of Israel. In 2014 Israel experienced another round of armed conflict with Hamas in the Gaza Strip, with
missiles reaching the south and center region of the country.

All of the above raise a concern as to the stability in the region, which may affect the political and security situation in
Israel and therefore could adversely affect our business, financial condition and results of operations.

Deterioration of relations with the Palestinian Authority has already started disrupting some of Israel's trading
activities; certain countries, as well as various companies and organizations, primarily in the Middle East, but also in
Malaysia and Indonesia, continue to participate in a boycott of Israeli companies and others that do business with
Israel. The boycott, restrictive laws, policies or practices directed towards Israel or Israeli businesses could,
individually or in the aggregate, have a material adverse effect on our business, for example, opportunities that we
cannot pursue, or from which we will be precluded. Further deterioration of our relations with the Palestinian
Authority, Hamas or countries in the Middle East could expand the disruption of international trading activities in
Israel, may materially and negatively affect our business conditions and could harm our results of operations.

In addition, our business may be disturbed by the obligation of personnel to perform military service; in general, our
Israeli employees, are subject to an obligation to perform reserve military service every once in a while, until they
reach the age of 45 (or older, for reservists with certain occupations). In the event of a military conflict, these
employees may be called to active duty for longer periods of time. In response to the increase in violence and terrorist
activity in the past few years, there have been periods of significant call-ups for military reservists, and it is possible
that there will be additional military reserve duty call-ups in the future. In case of further regional instability such
employees who may include one or more of our key employees may be absent for extended periods of time which
may materially adversely affect our business.

We can give no assurance that the political and security situation in Israel, as well as the economic situation, will not
have a material impact on our business in the future.

We have received Israeli government grants for research and developmentexpenditures, that restrict our ability to
manufacture products and transfer technologiesor know howoutside of Israel.

We have received grants from the Industrial Research and Development Administration (formerly and more
commonly known as the Office of Chief Scientist — "OCS") for the financing of a significant portion of our research
and development expenditures in Israel. Even following full repayment of any OCS grants, and unless otherwise
agreed by the applicable authority of the OCS, we must nevertheless continue to comply with the requirements of the
Encouragement of Industrial Research and Development Law, 1984 and regulations promulgated there under (the
"R&D Law").

Among other requirements of the R&D Law, including the obligation to pay royalties to the OCS, the R&D Law
requires that the manufacture of products, which incorporate know how developed with OCS funds, be carried out in
Israel, unless the OCS provides its approval for manufacture outside of Israel. This approval, if obtained, may be
subject to various conditions, including the repayment of increased royalties. Transfer of the know-how developed
with OCS funds and any right derived there from to third parties is generally prohibited, unless approved by the
research committee of the OCS, in special cases, subject to the receipt by the OCS of certain payments. These
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restrictions and requirements for payment may impair our ability to sell our technology assets or to outsource or
transfer development or manufacturing activities with respect to any product or technology outside of Israel and to
reduce the consideration available to our shareholders in a transaction involving the transfer outside of Israel of
technology or know how developed with OCS funding (such as a merger or similar transaction), by any amounts that
we are required to pay to the OCS.
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For information regarding the above-mentioned and other restrictions imposed by the R&D Law, please see Item 4.
“INFORMATION ON THE COMPANY- B. Business Overview - The Industrial Research and Development
Administration, formerly — the Israeli Office of Chief Scientist.”

The tax benefits to which we are currently entitled from our approvedenterprise program and our beneficiary
enterprise program require us to satisfy specified conditions, which, if we fail to meet, would deny us from these
benefits in the future; further, if such tax benefits are reduced oreliminated in the future, we may be required to pay
increased taxes.

The Company has capital investment programs that have been granted approved enterprise status (“Approved
Programs”) and a program under beneficiary enterprise status pursuant to the Law for the Encouragement of Capital
Investments, 1959 (“Beneficiary Program™). When we begin to generate taxable income from these approved or
beneficiary enterprise programs, the portion of our income derived from these programs will be exempt from tax for a
period of two years and will be subject to a reduced tax for an additional eight years thereafter, depending on the
percentage of our share capital held by non-Israelis. The benefits available to an approved enterprise program are
dependent upon the fulfillment of conditions stipulated under applicable law and in the certificate of approval. If we
fail to comply with these conditions, in whole or in part, we may be required to pay additional taxes for the period in
which we benefited from the tax exemption or reduced tax rates and would likely be denied these benefits in the
future. The amount by which our taxes would increase will depend on the difference between the then applicable tax
rate for regular enterprises and the rate of tax, if any, that we would otherwise pay as an approved enterprise or
beneficiary enterprise, and the amount of any taxable income that we may earn in the future.

In addition, the Israeli government may reduce or eliminate in the future, tax benefits available to approved or
beneficiary enterprise programs. Our approved and beneficiary program and the resulting tax benefits may not
continue in the future at their current levels or at any level and the legislation regarding Preferred Enterprise may not
be applicable to us or may not fully compensate us for such change. The termination or reduction of these tax benefits
would likely increase our tax liability. The amount, if any, by which our tax liability would increase will depend upon
the rate of any tax increase, the amount of any tax benefit reduction, and the amount of any taxable income that we
may earn in the future. For a description of legislation on “Preferred Enterprise" see Item 10. “ADDITIONAL
INFORMATION; Taxation; Tax Benefits under the 2011 Amendment”.

It may be difficult to enforce a U.S. judgment against us or our officers anddirectors, or to assert U.S. securities laws
claims inlIsrael.

We are incorporated under the laws of the State of Israel. Service of process upon our directors and officers, almost all
of whom reside outside the United States, may be difficult to obtain within the United States. Furthermore, because
the majority of our assets and investments, and almost all of our directors and officers, are located outside the United
States, any judgment obtained in the United States against us or any of our directors and officers may not be
collectible within the United States.

Additionally, it may be difficult to enforce civil liabilities under U.S. securities law in original actions instituted in
Israel; Israeli courts may refuse to hear a claim based on an alleged violation of U.S. securities laws because Israel is
not the most appropriate forum to bring such a claim. In addition, even if an Israeli court agrees to hear such a claim,
it is not certain whether Israeli law or U.S. law will be applicable to the claim. If U.S. law is found to be applicable,
the content of applicable U.S. law must be proved as a fact by an expert witness, which can be a time-consuming and
costly process. Certain matters of procedure will also be governed by Israeli law. There is little binding case law in
Israel that addresses these matters.
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Your rights and responsibilities as a shareholder will be governed by Israeli law which differs in some respects from
the rights and responsibilities of shareholders of U.S. companies.

Since we are incorporated under Israeli law, the rights and responsibilities of our shareholders are governed by our
Articles of Association and Israeli law. These rights and responsibilities differ in some respects from the rights and
responsibilities of shareholders in United States-based corporations. In particular, a shareholder of an Israeli company
has a duty to act in good faith and in a customary manner in exercising its rights and performing its obligations
towards the company and other shareholders and to refrain from abusing its power in the company, including, among
other things, in voting at the general meeting of shareholders on certain matters, such as an amendment to a company’s
articles of association, an increase of a company’s authorized share capital, a merger of a company and approval of
related party transactions that require shareholder approval. A shareholder also has a general duty to refrain from
discriminating against other shareholders. In addition, a controlling shareholder or a shareholder who knows that it
possesses the power to determine the outcome of a shareholders’ vote or to appoint or prevent the appointment of an
office holder in a company or has another power with respect to a company, has a duty to act in fairness towards such
company. Israeli law does not define the substance of this duty of fairness and there is limited case law available to
assist us in understanding the nature of this duty or the implications of these provisions. These provisions may be
interpreted to impose additional obligations and liabilities on our shareholders that are not typically imposed on
shareholders of U.S. corporations.

Provisions of Israeli law may delay, prevent or make undesirable an acquisition of all or significant portion of our
shares or assets.

Israeli corporate law regulates mergers and requires that a tender offer be effected when certain thresholds of
percentage ownership of voting power in a company are exceeded (subject to certain conditions); See “Item 10.B.
MEMORANDUM AND ARTICLES OF ASSOCIATION - Mergers and Acquisitions under Israeli Law.” Further,
Israeli tax considerations may make potential transactions undesirable to us or to some of our shareholders if the
country of residence of such shareholder does not have a tax treaty with Israel (thus not granting relief from payment
of Israeli taxes). With respect to mergers, Israeli tax law provides tax deferral in certain circumstances but makes the
deferral contingent on the fulfillment of numerous conditions, including a holding period of two years from the date of
the transaction, during which certain sales and dispositions of shares of the participating companies are restricted.
Moreover, with respect to certain share swap transactions, the tax deferral is limited in time, and when such time
expires, the tax becomes payable even if no actual disposition of the shares has occurred. See Item 6. “DIRECTORS,
SENIOR MANAGEMENT AND EMPLOYEES —Mergers and Acquisitions under Israeli Law”. For more information
regarding such required approvals please see Item 4. “INFORMATION ON THE COMPANY - B. Business Overview
- The Industrial Research and Development Administration, formerly — the Israeli Office of Chief Scientist.”

In addition, in accordance with the Restrictive Trade Practices Law, 1988, and the R&D Law, approvals regarding a
change in control (such as a merger or similar transaction) may be required in certain circumstances.

These provisions of Israeli law could have the effect of delaying or preventing a change in control and may make it
more difficult for a third party to acquire us or for our shareholders to elect different individuals to our board of
directors, even if doing so would be beneficial to our shareholders, and may limit the price that investors may be
willing to pay in the future for our ordinary shares.

ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company

We were incorporated under the laws of the State of Israel on July 23, 1996 as Giganet Ltd. We changed our name to

Ceragon Networks Ltd. on September 6, 2000. We operate under the Israeli Companies Law. Our registered office is
located at 24 Raoul Wallenberg Street, Tel Aviv 69719, Israel and the telephone number is 972-3-543-1000. Our web
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address is www.ceragon.com. Information contained on our website does not constitute a part of this annual report.

Our agent for service of process in the United States is Ceragon Networks, Inc., our wholly owned U.S. subsidiary and
North American headquarters, located at Overlook at Great Notch, 150 Clove Road, 9th Floor, Little Falls, NJ 07424.
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B. Business Overview

We are the number one wireless backhaul specialist company in terms of unit shipments and global distribution of our
business, providing innovative wireless backhaul solutions to global wireless backhaul markets. We provide wireless
backhaul solutions that enable cellular operators and other wireless service providers, to deliver voice, data and other
multimedia services, enabling smart-phone applications such as Internet browsing, social networking applications,
image sharing, music and video applications. We also provide our solutions for wireless backhaul to other vertical
markets such as public safety, utilities and oil and gas offshore drilling platforms. Our wireless backhaul solutions use
microwave and millimeter-wave radio technologies to transfer large amounts of telecommunication traffic between
wireless 4G, 3G and other cellular base station technologies (distributed, or centralized with dispersed remote radio
heads) and the core of the service provider’s network. We are also a member of industry consortiums of companies,
which attempt to better define future technologies in ICT (Information and Communication Technologies) markets,
such as Open Networking Foundation (ONF), Metro Ethernet Forum (MEF), European Telecommunications
Standards Institute (ETSI) and others.

In addition to providing our solutions, we also offer our customers a comprehensive set of turn-key professional
services, including: advanced network and radio planning, site survey, solutions development, network rollout,
maintenance, training and more. Our services include utilization of powerful project management tools in order to
streamline deployments of complex wireless networks, thereby reducing time and costs associated with network
set-up, and allowing a faster time-to-revenue. Our experienced teams can deploy hundreds of wireless backhaul links
every week, and our rollout project track record includes hundreds of thousands of links already installed and in
operation with a variety of industry-leading operators.

Designed for Internet Protocol (IP) network configurations, including risk-free migration from legacy to
next-generation backhaul networks, our solutions provide fiber-like connectivity for next generation Ethernet/Internet
Protocol, or IP-based, networks; for legacy circuit-switched, or SONET/SDH, networks and for hybrid networks that
combine IP and circuit-switching technologies. Our solutions support all wireless access technologies, including
LTE-Advanced, LTE, HSPA, EV-DO, CDMA, W-CDMA, WiFi and GSM. These solutions allow wireless service
providers to cost-effectively and seamlessly evolve their networks from circuit-switched and hybrid concepts to all-IP
packet-based concepts, thereby meeting the increasing demand of a growing number of subscribers and the increasing
needs for mobile multimedia services. Our products also serve evolving network architectures including all-IP long
haul networks.

We also provide our solutions to other non-carrier vertical markets such as oil and gas companies, public safety
organizations, businesses and public institutions, broadcasters, energy utilities and others that operate their own
private communications networks. Our solutions are deployed by more than 460 service providers of all sizes, as well
as in hundreds of private networks, in more than 130 countries.

In March 2013, we received $113.7 million of credit facilities which replaced all of the Company’s existing credit
facilities, including the agreement with Bank Hapoalim B.M. entered into in 2011 (the “Bank Hapoalim Agreement”)
and other short term credit facilities with other banks. In October 2013 and again in April 2014, we obtained the bank
syndicate's consent for temporary less restrictive financial covenants. Most of the less restrictive financial covenants
were in effect until October 1, 2014, except for one less restrictive financial covenant, which was in effect until March
31, 2015. After each date, the respective original covenants again apply. On March 31, 2015 we signed additional
amendment with the banks syndicate that included primarily changes in our credit line structure, in some of our
covenants, an extension of the credit facility period until June 30, 2016 and a gradual reduction of the maximum
amount of loans from $63.5 million to $50 million by February 28, 2016. On March 10, 2016 we signed a further
amendment to the credit facility agreement, which extended the credit facility repayment date till March 31, 2017
under the same terms of the previous amendment. See Item 5. “OPERATING AND FINANCIAL REVIEW AND
PROSPECTS; B. Liquidity and Capital Resources,” for a more detailed discussion.
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In December 2014, we announced a significant new restructuring of our operations to reduce our operational costs. As
part of the restructuring effort, we realigned operations, reduced head count and implemented other cost reduction
measures in order to lower our breakeven point and improve profitability. The restructuring plan included
consolidating or relocating certain offices and reduction of staff functions and several operations positions, as well as
other measures. In connection with this restructuring, we incurred restructuring charges of $6.8 million and $1.2
million in the fourth quarter of 2014 and the first quarter of 2015, respectively.
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Wireless Backhaul; Short-haul, Long-haul and Small Cells Backhaul

Deployed by operators worldwide, today’s wireless base stations handle many different technologies such as smart
phones, tablets and PCs. Voice and data traffic generated by these high-end devices are then gathered and transmitted
via the backhaul transport network to the radio frequency (RF), or wireless, network. Wireless backhaul offers
network operators a cost-efficient alternative to wire-line (copper/fiber) connectivity. Support for high capacities
means that all value-added services can be supported, while the high reliability of wireless systems provide for lower
maintenance costs. Because they require no trenching, wireless links can also be set up much faster and at a fraction of
the cost of wire-line solutions. On the operator’s side, this translates into an increase in operational efficiency and
faster time-to-market, as well as a shorter timetable to achieving new revenue streams.

The wireless backhaul market is divided into two main market segments. The first is a market segment in which
operators invest resources and efforts to select the best wireless backhaul solution that will meet their wireless
backhaul needs, in terms of the ability to improve their business operational efficiency, services reliability and their
customers’ (subscribers’) quality of experience. This market segment is referred to as best-of-breed. The other market
segment is characterized by operators that do not select the wireless backhaul solution, since this decision is made by
a network’s solution provider retained by the operator. This network solution provider delivers an end-to-end solution
and the equipment required to operate the entire network, including the wireless backhaul equipment. Operators in this
segment of the market often view the wireless backhaul solution as a “commodity”, which should deliver network
connectivity, without optimization of network and other resources, and a solution which does not play a primary role
within the end-to-end network rollout considerations. This segment of the market is referred to as bundled-deals.

Ceragon serves the best-of-breed segment of the market and specializes in a range of solutions, which we believe
provide high value for our customers:

Shorthaul solutions, which typically provide a wireless link capacity of up to 1 Gbps per link and are used to carry
voice and data services over distances of between several hundred feet to 10 miles. Short-haul links are deployed in
access applications wirelessly connecting the individual base-stations and cellular towers to the core network.
Short-haul solutions are also used in a range of non-carrier “vertical” applications such as broadcast, state and local
government, public safety, education and off-shore communication for oil and gas platforms.

Long-haul solutions, which typically provide a capacity of up to 5 Gbps, are used in the “highways” of the
telecommunication backbone network. These links are used to carry services at distances of 10 to 50 miles, and,
using the right planning, configuration and equipment, can also bridge distances of 100 miles.

Ceragon has more than once been the first to introduce new products and features to the market, including the first
solution for wireless transmission of 155 Mbps at 38 GHz, the first native IP wireless transmission offering. More
recently, we introduced a variety of technological enhancements including the first hitless/errorless 8-step Adaptive
Coding and Modulation (ACM) technology (2007); first native Ethernet multi-channel long-haul radio with ACM
(2010); unique asymmetric transfer mode and multi-layer compression (2011); and 1024QAM Long-Haul IP radio
with 9 step ACM (2012) The industry’s first multi-core radio solution supporting 2048 QAM and 4x4 MIMO (2012)
and the industry’s first and only “Advanced Frequency Reuse” technology. This technology, based on the Company’s
multicore technology allows operators to flexibly deploy the wireless base stations exactly where those are needed,
without being bound to wireless backhaul deployment limitations as a result of interferences from various other links,
which are often deployed in a dense carrier’s network.
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Industry Background

The market demand for wireless backhaul is being generated primarily by cellular operators, wireless broadband
service providers, businesses and public institutions that operate private networks. This market is fueled by the
continuous customer growth in developing countries, and the explosion in mobile data usage in developed countries.
Traditionally based on circuit-switched solutions such as T1/E1 or SONET/SDH, the market for wireless backhaul has
shifted over the past several years, mostly to more flexible higher capacity and cost efficient architectures, based on
IP/Ethernet technologies. The main catalyst of the shift towards IP/Ethernet-based networks as a whole, and the
wireless backhaul in particular, has been the vast adoption of 4G/LTE wireless service technology in developed
markets (predominantly the United States, Canada, Europe and some parts of Asia Pacific). While the adoption of
4G/LTE has yet to occur in some emerging markets (Latin America, Africa and other countries in Asia Pacific), 3G
base stations deployed over recent years in emerging markets have also been relying on IP/Ethernet-based wireless
backhaul, further fueling the market adoption of IP-based backhaul.

Rapid subscriber growth and the proliferation of advanced smartphones, tablets and other high data consuming
devices, have significantly increased the amount of traffic that must be carried over a cellular operator’s backhaul
infrastructure. As a result, existing transport capacity is heavily strained, creating a bottleneck that hinders service
delivery and quality.

With the growth in adoption of 4G/LTE and LTE-A, which provides even higher subscriber capacity, cellular
operators are seeking strategies for new services, using new technologies which will allow further business growth, by
facilitating quick and cost efficient enablement of new services for more connected subscribers (either human or
machine). Amongst those are next generation cellular 5G technologies and Software Defined Networks (SDN)
technologies. Next generation cellular 5G services technologies, for which the standard is not anticipated to be ratified
before 2017, are expected to allow the support for a 1,000 fold larger amount of subscribers with up to 1 Gbps service
capacity for many. The need for supporting 5G service capacities will require wireless backhaul with higher capacity
and scalability to support 5G services.

SDN technologies are designed to enable fast network rollout with simplified interoperability between vendors by
decoupling certain functions from network devices (routers and switches) and centralizing the control functions,
traditionally performed by these dedicated network devices, within an SDN network controller. This change will leave
the network devices to handle the data transport alone. Together with 5G, SDN may allow fast service enablement,
thus requiring a flexible and scalable network infrastructure, to allow for fast and cost effective network
implementation and optimization.

The wireless backhaul domain of the network will require adaptation to these industry trends by enabling far higher
capacities, with ultra-low latency for high service quality and a high degree of wireless backhaul resource
optimization that will be incorporated within the wireless backhaul network infrastructure. Network optimization is
expected to be achieved, in part, by the use of SDN technologies with wireless backhaul optimization applications,
which shall exploit network intelligence gathered by SDN controllers within the network.

Cellular Operators

In order to address the strain on backhaul capacity, cellular operators have a number of alternatives, including leasing
existing fiber lines, laying new fiber optic networks or deploying wireless solutions. Leasing existing lines requires a
significant increase in operating expenses and, in some cases, requires the wireless service provider to depend on a
direct competitor. Laying new fiber-optic lines is capital-intensive and these lines cannot be rapidly deployed. The
deployment of high capacity and ultra-high capacity point-to-point wireless links represents a scalable, flexible and
cost-effective alternative for expanding backhaul capacity. Supporting data rates of 1 Gbps and above, over a single
radio unit, wireless backhaul solutions enable cellular operators to add capacity only as required while significantly
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reducing upfront and ongoing backhaul costs.

Some of today’s backhaul networks, primarily in emerging markets, still employ a large number of circuit switched (or
TDM) solutions - whether T1/E1 or high-capacity SDH/SONET. These networks, originally designed to carry
voice-only services, have a limited bandwidth capacity and offer no cost-efficient scalability model. The surge in
mobile data usage, fueled by anticipation and adoption of 4G/LTE, drives operators to migrate their networks to a
more flexible, feature-rich and cost optimized IP/Ethernet architecture. Additionally, the surge in data usage in

densely populated areas drives operators to explore new network architectures that utilize a variety of small-cell
technologies requiring the deployment of dense wireless backhaul network in various microwave and millimeter-wave
spectral bands. As operators transition to 4G/LTE and LTE-Advanced, all of which are IP-based wireless access
technologies, they look for ways to benefit from IP technology in the backhaul while maintaining support for their
primary legacy services.
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In order to ensure the success of this backhaul network migration phase, operators require solutions that can support
their legacy transport technology (TDM) while providing all the advanced IP/Ethernet capabilities and functionalities.
This is because, in most cases, 4G/LTE base stations are co-located with 2G/3G base stations, and thus share the same
backhaul network. Cellular operators therefore seek “hybrid” wireless backhaul solutions that can carry both types of
traffic seamlessly over a single network, to facilitate their network migration. Our solutions, which support any
network architecture and include both all-IP as well as hybrid products, offer operators a simple and quick network
modernization plan.

Wireless Broadband Service Providers

For wireless broadband service providers, which offer alternate high data access, high-capacity backhaul is essential
for ensuring continuous delivery of rich media service across their high-speed data networks. If the backhaul network
and its components do not satisfy the service providers’ need for cost-effectiveness, resilience, scalability or ability to
supply sufficient capacity, then the efficiency and productivity of the network may be seriously compromised. While
both wireless and wire-line technologies can be used to build these backhaul systems, many wireless service providers
opt for wireless point-to-point microwave solutions. This is due to a number of advantages of the technology
including: rapid installation, support for high-capacity data traffic, scalability and lower cost-per-bit compared to
wire-line alternatives.

Other Vertical Markets

Many large businesses and public institutions require private high bandwidth communication networks to connect
multiple locations. These private networks are typically built using IP-based communications infrastructure. This
market includes educational institutions, utility companies, oil and gas industry, broadcasters, state and local
governments, public safety agencies and defense contractors. These customers continue to invest in their private
communications networks for numerous reasons, including security concerns, the need to exercise control over
network service quality and redundant network access requirements. As data traffic on these networks rises, we expect
that businesses and public institutions will continue to invest in their communications infrastructure, including
backhaul equipment. Like wireless service providers, customers in this market demand a highly reliable, cost-effective
backhaul solution that can be easily installed and scaled to their bandwidth requirements. Approximately 20% of our
business is associated with private network operators.

Wireless vs. Fiber Backhaul

Though fiber-based networks can easily support the rapid growth in bandwidth demands, they carry high initial
deployment costs and take longer to deploy than wireless. Certainly, where fiber is available within several hundred
feet of the operator’s point of presence, with ducts already in place, and when there are no regulatory issues that
prohibit the connection — fiber can become the operator’s preferred route. In almost all other scenarios, high-capacity
wireless backhaul using microwave and millimeter-wave technologies, is significantly more cost efficient. In fact, in
most cases the return-on-investment from fiber installations can only be expected in the long term, making it hard for
operators to achieve lower costs per bit and earn profits in a foreseeable future.

Wireless microwave and millimeter-wave backhaul solutions on the other hand are capable of delivering high
bandwidth, carrier-grade Ethernet and TDM services. Our wireless backhaul solutions are suitable for all capacities up
to 2,5 Gbps over a single radio connection (or “link”) and may be scaled up to higher degree of multiple Gbps using
intelligent wireless carriers bonding technologies for bonding several radio frequency carriers together. Unlike fiber,
wireless solutions can be set up quickly and are more cost efficient on a per-bit basis from the outset. In many
countries, microwave backhaul links are deployed as alternative routes to fiber, ensuring on-going communication in
case of fiber-cuts and network failures. Millimeter-wave backhaul links over short distances are expected to be used
for this purpose as well, as millimeter-wave spectrum becomes readily available in various countries, at acceptable
costs.
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Licensed vs. License-exempt Wireless Backhaul

Service providers select the optimal available transmission frequency based on the rainfall intensity in the
transmission area and the desired transmission range. The regulated, or licensed, bands are allocated by government
licensing authorities for high-capacity wireless transmissions. The license grants the licensee the exclusive use of that
spectrum for a specific use thereby eliminating any interference issues. Licensed microwave spectrum is typically the
choice of leading operators around the world because it matches the bandwidth and interference protection they
require. Our products operate in the 4 — 42 GHz microwave frequency bands, the principal licensed bands currently
available for commercial use throughout the world, as well as in the 70, 80 GHz frequency bands, known as the
E-band spectrum, for use in ultra-high (beyond 1 Gbps capacity) for relatively short-distance links, required for the
radio access network (RAN) backhaul, as well as small cell backhaul within the radio access network.

License-exempt products typically operate in the “sub-6 GHz” 2.4 — 5.85 GHz band or in the 24 GHz spectrum
band. These systems can be deployed without any regulatory approval. Due to limited availability of spectrum, and
the narrow bandwidth of frequency channels in this range, licensed-exempt systems can carry limited network
capacity. Often operating in a near-line-of-sight (NLOS) mode, these systems also suffer from high signal loss which
puts more limitations on their ability to provide high capacities for network traffic use. Another disadvantage is that
because these frequencies are unregulated, it is impossible to ensure high, carrier-grade quality of service and high
availability. There are, however, applications in which service providers, public or private, may use license-exempt
spectrum products, for instance in enterprises, education, utility, financial, or public safety. Cellular operators and
wireless ISPs may also use license-exempt spectrum solutions where NLOS is the only means to connect two
end-points. For the license-exempt wireless networks market we offer products that are designed to operate in the
“sub-6 GHz” frequencies.

Recently, the license exempt “Sub 6GHz” spectrum is being considered for providing a backhaul solution for cellular
small cells situated on street-level fixtures such as lamp poles in urban locations. Though prone to interference by
other license-exempt spectrum users, these products may provide some solution to the requirement of wireless
backhaul within such small cells network environments, where relatively lower capacity is required.

Industry Trends and Developments

Software Defined Networking (SDN) is an emerging concept aimed at simplifying network operations and allowing
network engineers and administrators to quickly respond to a fast-changing business environment. SDN delivers
network architectures that transition networks from a world of task-specific dedicated network devices, to a world of
optimization of network performance through network intelligence incorporated within network controllers
performing control functions and network devices, which perform traffic (data-plane) transport. Our IP-20 platform,
which we launched during 2013, is an SDN-ready solutions suite that is built around a powerful software-defined
engine and may be incorporated within the SDN network architecture. Our SDN architecture is envisioned to provide
a set of applications that can achieve end-to-end wireless backhaul network optimization by intelligently making use
of the scarce network resources, such as spectrum and power consumption.

The emergence of small cells presents backhaul challenges that differ from those of traditional macro-cells. Small
cells can be used to provide a second layer of coverage in 4G/LTE networks, resulting in higher throughput and data
rates for the end-user. Although small cell deployments are still evolving and are as of yet not showing significant
volumes, Ceragon already offers tailored solutions for forward looking mobile operators. Our small-cell wireless
backhaul portfolio includes a variety of compact all-outdoor solutions that provide operators with optimal flexibility
in meeting their unique physical, capacity, networking, and regulatory requirements.
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The network sharing business model is growing in popularity among mobile network operators (MNOs) who are
faced with increasing competition from over-the-top players and an ever-growing capacity crunch. Network sharing
can be particularly effective in the backhaul portion of mobile networks, especially as conventional macro cells
evolve into super-sized macro sites that require exponentially more bandwidth for wireless backhaul. It has become
abundantly clear that in these new scenarios, a new breed of wireless backhaul solutions with a significant investment
is required. Our IP-20 platform supports network sharing concepts by addressing both the ultra-high capacities
required for carrying multiple operator traffic, as well as the policing for ensuring that each operator’s service level
agreement (SLA) is maintained. The IP-20 platform can deliver up to several Gbps of data over a single link. At the
same time, by employing advanced hierarchical quality of service (H-QoS) mechanisms, the IP-20 platform ensures
fairness and policy enforcement on a shared network.

While green-field deployments tend to be all [P-based, the overwhelming portion of network infrastructure
investments goes into upgrading, or “modernizing” existing cell-sites to fit new services with a lower total cost of
ownership. Modernizing is more than a simple replacement of network equipment. It helps operators build up a
network with enhanced performance, capacity and service support. For example, Ceragon offers a variety of
innovative mediation devices that eliminate the need to replace costly antennas that are already in deployment. In
doing so, we help our customers to reduce the time and the costs associated with network upgrades. The result: a
smoother upgrade cycle, short network down-time during upgrades and faster time to revenue.

A growing market for non-mobile backhaul applications which includes: Offshore communications for the oil and gas
as well as the shipping industry, require a unique set of solutions for use on moving rigs and vessels; Broadcast
networks that require robust, highly reliable communication for the distribution of live video content either as a cost
efficient alternative to fiber, or as a backup for fiber installations. Smart Grid networks for utilities, as well as local
and national governments that seek greater energy efficiency, reliability, and scale.

A growing demand for high capacity, IP-based long haul solutions in emerging markets. This demand is driven by the
need of operators to connect more communities to 3.5G and 4G mobile added value services, and a lack of alternative
(wire-line) backbone telecommunication infrastructure in these emerging markets.

Market consolidation in the wireless backhaul segment continues. This trend was made evident in our acquisition of
Nera and DragonWave’s acquisition of the microwave division of Nokia Siemens Networks.

Subscriber growth continues mainly in emerging markets such as India, Africa and Latin America.
Our Solutions

We offer a broad product portfolio of innovative, field-proven, high capacity wireless backhaul solutions, which
incorporate our unique multicore technology. Our multicore technology is a key element in our differentiation within
the wireless backhaul market, serving the best-of-breed market segment. Our multicore technology is comprised of
high order of digital signal carriers imbedded in modems having multiple baseband cores, designed for microwave and
millimeter-wave communications, and RF integrated circuits (RFIC), which support the entire available microwave
and millimeter-wave spectrum. We integrate our multicore technology into sub systems and complete wireless
backhaul solutions that deliver high value for our customers. With our approach to solutions, from system-on-a-chip
design, all the way to solutions design, we enable cellular operators, other wireless service providers, public safety
organizations, utility companies and private network owners to effectively obtain a range of benefits:

Increase business operational efficiency by reducing network related expenses: our customers are able to obtain the
required capacity with one-quarter of the spectrum needed otherwise, double network capacity without adding more
equipment simply by remotely expanding wireless link capacity, significantly reduce energy related expenses by
utilizing our energy efficient products, use smaller antennas thereby reducing telecommunication tower leasing costs,
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and improve their staff productivity with the use of a single wireless backhaul platform for their longhaul, shorthaul
and small cells backhaul needs. We offer a range of solutions for quick and simple modernization of wireless
networks to 4G/LTE, 4.5G/LTE-A technologies, which significantly contribute to our customers’ ability to modernize
and expand their service networks.
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Our wireless backhaul solutions are offered across the widest range of frequencies from 4GHz microwaves to 86GHz
millimeter-waves. This provides our customer more flexibility in deploying its wireless backhaul infrastructure, as it
enables the customer to select the spectrum available in customer’s market, from a wider range or frequencies. Any
transport network topology is supported to enable high network availability and resiliency, including ring, mesh, tree
and chain topologies.

Enhance customers’ (subscribers) quality of experience: our multicore technology allows our customers to improve
subscriber (user) quality of experience generated from the voice, data and multimedia services that they provide to
their customers. Our solutions enable our customers deliver services with the flexibility to deploy wireless bases
stations and other types of communication sites, exactly where needed, in order to maximize their customers’ quality
of experience. We do so by providing a solution, which can dramatically reduce the interference between wireless
backhaul links, thereby allowing more flexibility for deploying wireless backhaul wherever needed.

Our Hierarchical Quality of Service (H-QoS) technology allows our customers offer a high order of SLAs (Service
Level Agreements) to their customers, which increase their customers’ satisfaction and in turn can provide an
additional source of revenues.

Ensure peace of mind: Our solutions utilize the latest in microwave and millimeter-wave technology, incorporated
in-house developed System on Chips (baseband and RF integrated circuits), and use the latest advances in SMT
(Surface-mount technologies) - based manufacturing — allowing our customers to benefit from the highest service
availability across their Ceragon - based wireless backhaul network.

We provide our customers with future solutions already built-in to their Ceragon installed base; We invest a
significant amount of effort in designing and providing solutions, which are not only backward compatible with our
earlier product generations, but allow our customers to reuse the radio units and antennas of their Ceragon links
installed based, thereby replacing only the low labor-consuming indoor (sheltered) units - thus benefiting from the
latest wireless backhaul performance of our latest technology across their Ceragon installed base. Moreover, our
solutions support both TDM - Time Division Multiplexing (E1/T1, STM-1/0OC-3) and IP/Ethernet within the same
wireless backhaul equipment, providing our customers with high flexibility in network transition from legacy
circuit-based connectivity to 4G and other IP/Ethernet-based connectivity, at their desired pace of transition - while
achieving long-term operational efficiency, high service quality and availability.

Design to Cost. We see increasing demand for smaller systems with low power consumption and a cost structure that
fits today’s business environment in the diverse markets, seeking wireless backhaul solutions. We believe that this
complicated puzzle can only be solved through vertical integration from system to chip level. Our strategy to drive
performance up while driving cost down is achieved through our investment in modem and RF (radio frequency)
integrated circuit (IC) design. Our advanced chipsets, which are already in use in hundreds of thousands of units in the
field, integrate all the radio functionality required for high-end microwave and millimeter-wave systems. By owning
the technology and controlling the complete system design, we achieve a very high level of vertical integration. This,
in turn, yields systems that have superior performance, due to our ability to closely integrate and fine-tune the
performance of all the radio components. By significantly reducing the number of components in the system and
simplifying its design, we have made our solutions easier to manufacture. We have introduced automated testing that
allows us to speed up production while lowering the costs for electronic manufacturing services manufacturers. Thus
we believe we are able to achieve one of the lowest per-system cost positions in the industry and can offer our
customers further savings through compact, low power consumption designs — which is becoming a key parameter in
the ability of operators to deploy their networks, while meeting operational efficiency targets.

As an example, our FibeAir IP-20C, which can quadruple the link capacity over a single frequency channel, has nearly

the same footprint as our RFU-C which is a single-channel radio unit, and not a full system. This achievement could
not have been possible without our full control of the entire design and production process
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