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CISCO SYSTEMS, INC.
September 21, 2007

DEAR CISCO SHAREHOLDER:

You are cordially invited to attend the Annual Meeting of Shareholders of Cisco Systems, Inc., which will be held at the Santa Clara Convention
Center in Elizabeth A. Hangs Theater, located at 5001 Great America Parkway, Santa Clara, California on Thursday, November 15, 2007, at
10:00 a.m. Pacific Time. You will find a map with directions to the annual meeting on the outside back cover of the Proxy Statement.

Details of the business to be conducted at the annual meeting are given in the Notice of Annual Meeting of Shareholders and the Proxy
Statement.

Whether or not you plan to attend the annual meeting, please vote as soon as possible. You may vote via the Internet, by telephone or by mailing
a completed proxy card as an alternative to voting in person at the annual meeting. Voting by any of these methods will ensure your
representation at the annual meeting.

We look forward to seeing you at the annual meeting.

John T. Chambers

Chairman and Chief Executive Officer

San Jose, California

YOUR VOTE IS IMPORTANT

In order to ensure your representation at the annual meeting, please complete, sign and date the proxy card as promptly as possible and
return it in the enclosed envelope (to which no postage need be affixed if mailed in the United States) or submit your proxy and voting
instructions via the Internet or by telephone. Please refer to the section entitled �Voting via the Internet, by Telephone or by Mail� on page
2 of the Proxy Statement for a description of these voting methods.
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CISCO SYSTEMS, INC.
170 West Tasman Drive

San Jose, California 95134-1706

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To Be Held November 15, 2007

The Annual Meeting of Shareholders of Cisco Systems, Inc. will be held at the Santa Clara Convention Center in Elizabeth A. Hangs Theater,
located at 5001 Great America Parkway, Santa Clara, California on Thursday, November 15, 2007, at 10:00 a.m. Pacific Time for the following
purposes:

1.  To elect twelve members of Cisco�s Board of Directors;

2.  To approve the amendment and extension of the 2005 Stock Incentive Plan;

3.  To approve the adoption of the Executive Incentive Plan with respect to current and future covered employees (determined under
Section 162(m) of the Internal Revenue Code of 1986, as amended) and executive officers (within the meaning of Rule 3b-7 of the Securities
Exchange Act of 1934, as amended);

4.  To ratify the appointment of PricewaterhouseCoopers LLP as Cisco�s independent registered public accounting firm for the fiscal year ending
July 26, 2008;

5.  To vote upon four proposals submitted by shareholders, if properly presented at the annual meeting; and

6.  To act upon such other matters as may properly come before the annual meeting or any adjournments or postponements thereof.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice. The record date for determining
those shareholders who will be entitled to notice of, and to vote at, the annual meeting and at any adjournments or postponements thereof is
September 17, 2007. The stock transfer books will not be closed between the record date and the date of the annual meeting. A list of
shareholders entitled to vote at the annual meeting will be available for inspection at Cisco�s principal executive offices at the address listed
above.

Whether or not you plan to attend the annual meeting, please vote as soon as possible. As an alternative to voting in person at the annual
meeting, you may vote via the Internet, by telephone or by mailing a completed proxy card. For detailed information regarding voting
instructions, please refer to the section entitled �Voting via the Internet, by Telephone or by Mail� on page 2 of the Proxy Statement. You may
revoke a previously delivered proxy at any time prior to the annual meeting. If you decide to attend the annual meeting and wish to change your
proxy vote, you may do so automatically by voting in person at the annual meeting.

BY ORDER OF THE BOARD OF DIRECTORS

Mark Chandler

Secretary
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CISCO SYSTEMS, INC.
170 West Tasman Drive

San Jose, California 95134-1706

PROXY STATEMENT

FOR

ANNUAL MEETING OF SHAREHOLDERS

These proxy materials are provided in connection with the solicitation of proxies by the Board of Directors of Cisco Systems, Inc., a California
corporation, for the Annual Meeting of Shareholders to be held at 10:00 a.m. Pacific Time on Thursday, November 15, 2007, at the Santa Clara
Convention Center in Elizabeth A. Hangs Theater, located at 5001 Great America Parkway, Santa Clara, California, and at any adjournments or
postponements of the annual meeting. These proxy materials were first sent on or about September 26, 2007 to all shareholders entitled to vote
at the annual meeting.

PURPOSE OF MEETING

The specific proposals to be considered and acted upon at the annual meeting are summarized in the accompanying Notice of Annual Meeting of
Shareholders. Each proposal is described in more detail in this Proxy Statement.

VOTING RIGHTS AND SOLICITATION

Voting

Only shareholders of record of Cisco common stock on September 17, 2007, the record date, will be entitled to vote at the annual meeting. Each
shareholder of record will be entitled to one vote on each matter for each share of common stock held on the record date. On the record date,
there were 6,099,187,245 shares of common stock outstanding. A majority of the outstanding shares of common stock must be present or
represented by proxy at the annual meeting in order to have a quorum. Abstentions and broker non-votes will be treated as shares present for the
purpose of determining the presence of a quorum for the transaction of business at the annual meeting. A broker non-vote occurs when a bank,
broker or other shareholder of record holding shares for a beneficial owner submits a proxy for the annual meeting but does not vote on a
particular proposal because that holder does not have discretionary voting power with respect to that proposal and has not received instructions
from the beneficial owner. In the election of directors, a nominee will be elected if the votes cast �for� the nominee constitute a majority of the
shares of common stock present or represented by proxy and voting at the meeting and also constitute at least a majority of the required quorum.
Shareholders may not cumulate votes in the election of directors. The other proposals also require the approval of the affirmative vote of a
majority of the shares of common stock present or represented by proxy and voting at the annual meeting, together with the affirmative vote of a
majority of the required quorum. Abstentions and broker non-votes have no effect on the determination of whether a nominee or any of the
proposals has received the vote of a majority of the shares of common stock present or represented by proxy and voting at the meeting.
However, with respect to the election of directors and each of the other proposals, abstentions and broker non-votes could prevent the election of
a director or the approval of a proposal where the number of affirmative votes, though a majority of the votes represented and cast, does not
constitute a majority of the required quorum. If the persons present or represented by proxy at the annual meeting constitute the holders of less
than a majority of the outstanding shares of common stock as of the record date, the annual meeting may be adjourned to a subsequent date for
the purpose of obtaining a quorum. The inspector of elections appointed for the annual meeting will separately tabulate affirmative and negative
votes, abstentions and broker non-votes.

1
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Recommendations of the Board of Directors

Cisco�s Board of Directors recommends that you vote FOR each of the nominees of the Board of Directors (Proposal No. 1), FOR the
amendment and extension of the 2005 Stock Incentive Plan (Proposal No. 2), FOR the adoption of the Executive Incentive Plan with respect to
current and future covered employees determined under Section 162(m) of the Internal Revenue Code of 1986, as amended (�covered employees�)
and executive officers within the meaning of Rule 3b-7 of the Securities Exchange Act of 1934, as amended (�executive officers�) (Proposal
No. 3), FOR the ratification of the appointment of PricewaterhouseCoopers LLP as Cisco�s independent registered public accounting firm for the
fiscal year ending July 26, 2008 (Proposal No. 4), and AGAINST each of the four proposals submitted by shareholders (Proposals Nos. 5, 6, 7
and 8).

Voting via the Internet, by Telephone or by Mail

Shareholders whose shares are registered in their own names may vote via the Internet, by telephone or by mailing a completed proxy card as an
alternative to voting in person at the annual meeting. Instructions for voting via the Internet or by telephone are set forth on the enclosed proxy
card. To vote by mailing a proxy card, sign and return the enclosed proxy card in the enclosed prepaid and addressed envelope, and your shares
will be voted at the annual meeting in the manner you direct. In the event that you return a signed proxy card on which no directions are
specified, your shares will be voted FOR each of the nominees of the Board of Directors (Proposal No. 1), FOR the amendment and extension
of the 2005 Stock Incentive Plan (Proposal No. 2), FOR the adoption of the Equity Incentive Plan with respect to current and future covered
employees, and executive officers (Proposal No. 3), FOR the ratification of the appointment of PricewaterhouseCoopers LLP as Cisco�s
independent registered public accounting firm for the fiscal year ending July 26, 2008 (Proposal No. 4), AGAINST each of the four proposals
submitted by shareholders (Proposals Nos. 5, 6, 7 and 8), and in the discretion of the proxy holders as to any other matters that may properly
come before the annual meeting or any postponement or adjournment of the annual meeting.

If your shares are registered in the name of a bank or brokerage firm (your record holder), you will receive instructions from your record holder
that must be followed in order for your record holder to vote your shares per your instructions. Many banks and brokerage firms have a process
for their beneficial holders to provide instructions via the Internet or over the phone. If Internet or telephone voting is unavailable from your
bank or brokerage firm, please complete and return the enclosed voting instruction card in the addressed, postage paid envelope provided. If you
hold shares through a bank or brokerage firm and wish to be able to vote in person at the annual meeting, you must obtain a legal proxy from
your brokerage firm, bank or other holder of record and present it to the inspector of elections with your ballot. Shareholders who elected to
receive the 2007 Proxy Statement and Annual Report to Shareholders over the Internet will be receiving an e-mail on or about October 5, 2007
with information on how to access shareholder information and instructions for voting.

You may revoke or change a previously delivered proxy at any time before the annual meeting by delivering another proxy with a later date or
by delivering written notice of revocation of your proxy to Cisco�s Secretary at Cisco�s principal executive offices before the beginning of the
annual meeting. You may also revoke your proxy by attending the annual meeting and voting in person, although attendance at the annual
meeting will not, in and of itself, revoke a valid proxy that was previously delivered. If you hold shares through a bank or brokerage firm, you
must contact that bank or brokerage firm to revoke any prior voting instructions. You may also vote in person at the annual meeting if you obtain
a legal proxy as described in the preceding paragraph.

2
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Proxy Solicitation Costs

Cisco will bear the entire cost of this solicitation of proxies, including the preparation, assembly, printing, and mailing of this Proxy Statement,
the proxy and any additional solicitation material that Cisco may provide to shareholders. Copies of solicitation material will be provided to
brokerage firms, fiduciaries and custodians holding shares in their names that are beneficially owned by others so that they may forward the
solicitation material to such beneficial owners. In addition, Cisco has retained Georgeson Shareholder Communications, Inc. to act as a proxy
solicitor in conjunction with the annual meeting. Cisco has agreed to pay that firm $18,500, plus reasonable out of pocket expenses, for proxy
solicitation services. Further, the original solicitation of proxies by mail may be supplemented by solicitation by telephone, telegram and other
means by directors, officers and employees of Cisco. No additional compensation will be paid to these individuals for any such services.

3
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PROPOSAL NO. 1

ELECTION OF DIRECTORS

General

The names of persons who are nominees for director and their current positions and offices with Cisco are set forth in the table below. The proxy
holders intend to vote all proxies received by them for the nominees listed below unless otherwise instructed. The authorized number of directors
is twelve.

Each of the current directors has been nominated for election by the Board of Directors upon recommendation by the Nomination and
Governance Committee and has decided to stand for re-election.

The Board of Directors appointed Brian L. Halla and Michael K. Powell to the Board of Directors in January 2007 and March 2007,
respectively, upon the recommendation of the Nomination and Governance Committee. Mr. Halla and Mr. Powell were brought to the attention
of the Nomination and Governance Committee as potential candidates during general discussions by the Nomination and Governance
Committee and the Board of Directors.

Cisco�s bylaws and Corporate Governance Policies were amended in March 2007 to change the voting standard for uncontested elections of
directors to what is referred to as a majority voting standard. As a result, in an election where the Board of Directors has determined that the
number of nominees for director does not exceed the number of directors to be elected, a nominee for director will be elected to the Board of
Directors to serve until the next annual meeting of shareholders, and until his or her successor has been duly elected and qualified, if the number
of shares voted for the nominee exceeds the number of shares voted against the nominee and also represents the affirmative vote of a majority of
the required quorum. The required quorum for a meeting of Cisco shareholders is a majority of the outstanding shares of common stock. The
majority voting standard does not apply, however, if the Board of Directors has determined that the number of nominees for director exceeds the
number of directors to be elected. In that case, the nominees receiving the highest number of affirmative votes of the shares entitled to vote at the
meeting will be elected.

The majority voting standard will apply to the election to take place at the meeting. Consequently, in order to be elected a nominee must receive
more votes �for� than �against� and the number of votes �for� must be at least a majority of the required quorum. Proxies may not be voted for more
than twelve directors, and shareholders may not cumulate votes in the election of directors. In the event any nominee is unable or declines to
serve as a director at the time of the meeting, the proxies will be voted for any nominee, if any, who may be designated by the Board of
Directors to fill the vacancy. As of the date of this Proxy Statement, the Board of Directors is not aware that any nominee is unable or will
decline to serve as a director.

4
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Should any of the nominees fail to receive the vote required to be elected in accordance with Cisco�s bylaws, the term of his or her service as a
director will end on the date that is the earlier of 90 days after the date on which the voting results are determined pursuant to California law or
the date on which the Board of Directors selects a person to fill the office held by that director, unless he or she has earlier resigned.

Nominees Positions and Offices Held with Cisco
Carol A. Bartz Lead Independent Director
M. Michele Burns Director
Michael D. Capellas Director
Larry R. Carter Senior Vice President, Office of the President and Director
John T. Chambers Chairman and Chief Executive Officer
Brian L. Halla Director
Dr. John L. Hennessy Director
Richard M. Kovacevich Director
Roderick C. McGeary Director
Michael K. Powell Director
Steven M. West Director
Jerry Yang Director

Business Experience of Nominees

Ms. Bartz, 59, has been a member of the Board of Directors since November 1996 and has served as Lead Independent Director since November
2005. Since May 2006, she has been Executive Chairman of the Board of Autodesk, Inc. From April 1992 to April 2006, she served as
Chairman of the Board and Chief Executive Officer of Autodesk. Prior to that, she was employed by Sun Microsystems, Inc. from 1983 to April
1992. Ms. Bartz also currently serves on the board of directors of Network Appliance, Inc.

Ms. Burns, 49, has been a member of the Board of Directors since November 2003. She is the Chairman and Chief Executive Officer of Mercer
LLC. She began her career in 1981 at Arthur Andersen, LLP and became a partner in 1989. In 1999, Ms. Burns joined Delta Air Lines, Inc.
assuming the role of Executive Vice President and Chief Financial Officer in 2000 and holding that position through April 2004. Delta filed for
protection under Chapter 11 of the United States Bankruptcy Code in September 2005. From May 2004 to January 2006, Ms. Burns served as
Executive Vice President, Chief Financial Officer and Chief Restructuring Officer of Mirant Corporation, taking on the company�s bankruptcy
restructuring. Upon successful restructuring and emergence of the company from bankruptcy, Ms. Burns joined Marsh & McLennan Companies,
Inc. as Chief Financial Officer in March 2006. She assumed the role of Chairman and Chief Executive Officer of Mercer six months later.
Ms. Burns also serves on the Board of Wal-Mart Stores, Inc.

Mr. Capellas, 53, has been a member of the Board of Directors since January 2006. He is expected to begin serving as Chief Executive Officer
of First Data Corp. following completion of the acquisition of First Data Corp. by an affiliate of Kohlberg Kravis Roberts & Co. From October
2006 to July 2007, Mr. Capellas served as a Senior Advisor at Silver Lake Partners. From November 2002 to January 2006, he served as Chief
Executive Officer of MCI, Inc., which was known as WorldCom, Inc. prior to its emergence from bankruptcy in April 2004, and from March
2004 to January 2006 he also served as that company�s President. From November 2002 to March 2004, he was also Chairman of the Board of
WorldCom. Mr. Capellas left MCI as planned in early January 2006 upon its acquisition by Verizon Communications Inc. Previously,
Mr. Capellas was President of Hewlett-Packard Company from May 2002 to November 2002. Before the merger of Hewlett-Packard and
Compaq Computer Corporation in May 2002, Mr. Capellas was President and Chief Executive Officer of Compaq, a position he had held since
July 1999, and Chairman of the Board of Compaq, a position he had held since September 2000. Mr. Capellas held earlier positions as Chief
Information Officer and Chief Operating Officer of Compaq. From 1997 to 1998, Mr. Capellas was a Senior Vice President with Oracle
Corporation.

5
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Mr. Carter, 64, has been a member of the Board of Directors since July 2000. He joined Cisco in January 1995 as Vice President of Finance and
Administration, Chief Financial Officer and Secretary. In July 1997, he was promoted to Senior Vice President of Finance and Administration,
Chief Financial Officer and Secretary. In May 2003, upon his retirement as Chief Financial Officer and Secretary, he was appointed Senior Vice
President, Office of the President. Before joining Cisco, he was employed by Advanced Micro Devices, Inc. as Vice President and Corporate
Controller. Mr. Carter also currently serves on the board of directors of QLogic Corporation.

Mr. Chambers, 58, has served as a member of the Board of Directors since November 1993 and as Chairman of the Board since November 2006.
He joined Cisco as Senior Vice President in January 1991, was promoted to Executive Vice President in June 1994 and to Chief Executive
Officer as of January 31, 1995. He also served as President from January 31, 1995 until November 2006. Before joining Cisco, he was employed
by Wang Laboratories, Inc. for eight years, where, in his last role, he was the Senior Vice President of U.S. Operations.

Mr. Halla, 61, has been a member of the Board of Directors since January 2007. He has served as Chairman of the Board and Chief Executive
Officer of National Semiconductor Corporation since May 1996. Additionally, he served as President of National Semiconductor Corporation
from May 1996 to May 2005. Prior to May 1996, Mr. Halla served in several capacities at LSI Logic Corporation, where, in his last role, he was
the Executive Vice President of LSI Logic Products.

Dr. Hennessy, 54, has been a member of the Board of Directors since January 2002. He has been President of Stanford University since
September 2000. He served as Provost of Stanford from June 1999 to August 2000, Dean of the Stanford University School of Engineering from
June 1996 to June 1999, and Chair of the Stanford University Department of Computer Science from September 1994 to March 1996.
Dr. Hennessy also currently is the Chairman of the Board of Atheros Communications, Inc. and serves on the board of directors of Google Inc.

Mr. Kovacevich, 63, has been a member of the Board of Directors since January 2005. He currently serves as Chairman of the Board of Wells
Fargo & Company, which position he has held since April 2001. He also served as Chief Executive Officer of Wells Fargo & Company from
November 1998 to June 2007, and as President from November 1998 to July 2005. From January 1993 to November 1998, he served as Chief
Executive Officer of Norwest Corporation, which merged with Wells Fargo & Company in November 1998. He also served as President of
Norwest Corporation from January 1993 through January 1997 and as Chairman of the Board of Norwest Corporation from May 1995 to
November 1998. He became a member of the board of directors of Norwest Corporation in 1986. Mr. Kovacevich also currently serves on the
board of directors of Target Corporation.

Mr. McGeary, 57, has been a member of the Board of Directors since July 2003. He has served as Chairman of the Board of BearingPoint, Inc.
since November 2004. From November 2004 to March 2005, he also served as interim Chief Executive Officer of BearingPoint, Inc.
Mr. McGeary served as Chief Executive Officer of Brience, Inc. from July 2000 to July 2002. From April 2000 to June 2000, he served as a
Managing Director of KPMG Consulting LLC, a wholly owned subsidiary of BearingPoint, Inc. (formerly KPMG Consulting, Inc.). From
August 1999 to April 2000, he served as Co-President and Co-Chief Executive Officer of BearingPoint, Inc. From January 1997 to August 1999,
he was employed by KPMG LLP as its Co-Vice Chairman of Consulting. Prior to 1997 he served in several capacities with KPMG LLP,
including audit partner for technology clients. Mr. McGeary is a Certified Public Accountant and holds a B.S. degree in Accounting from Lehigh
University. Mr. McGeary also currently serves on the boards of directors of BroadVision, Inc. and Dionex Corporation.

Mr. Powell, 44, has been a member of the Board of Directors since March 2007. He currently serves as Senior Advisor to Providence Equity
Partners, a private equity investment firm, and as Chairman of the MK Powell Group, a consulting firm. Mr. Powell was Chairman of the
Federal Communications Commission from
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January 2001 to March 2005, having served as a Commissioner since November 1997. Mr. Powell previously served as the Chief of Staff of the
Antitrust Division of the Department of Justice.

Mr. West, 52, has been a member of the Board of Directors since April 1996. He is a founder and partner of Emerging Company Partners LLC,
which was formed in January 2004 and provides executive management advisory and consulting services for early to mid-stage technology
companies. He served as Chief Operating Officer of nCUBE Corporation, a provider of on-demand media systems, from December 2001 to July
2003. Prior to joining nCUBE, he was the President and Chief Executive Officer of Entera, Inc. from September 1999 until it was acquired by
Blue Coat Systems, Inc. (formerly CacheFlow Inc.) in January 2001. From June 1996 to September 1999, he was President and Chief Executive
Officer of Hitachi Data Systems, a joint venture computer hardware services company owned by Hitachi, Ltd. and Electronic Data Systems
Corporation. Prior to that, Mr. West was at Electronic Data Systems Corporation from November 1984 to June 1996.

Mr. Yang, 38, has been a member of the Board of Directors since July 2000. He is a founder of Yahoo! Inc. and has served as a member of the
board of directors and an officer of Yahoo! since March 1995. He was appointed as Chief Executive Officer of Yahoo! in June 2007.

Corporate Governance

Cisco maintains a corporate governance page on its website which includes key information about its corporate governance initiatives, including
Cisco�s Corporate Governance Policies, Cisco�s Code of Business Conduct, and charters for each of the committees of the Board of Directors. The
corporate governance page can be found at www.cisco.com, by clicking on �About Cisco,� and then on �Corporate Governance,� under �Investor
Relations.�

Cisco�s policies and practices reflect corporate governance initiatives that are compliant with the listing requirements of NASDAQ and the
corporate governance requirements of the Sarbanes-Oxley Act of 2002, including:

� The Board of Directors has adopted clear corporate governance policies;

� The Board of Directors has adopted majority voting for uncontested elections of directors;

� A majority of the board members are independent of Cisco and its management;

� All members of the key board committees�the Audit Committee, the Compensation and Management Development Committee, and the
Nomination and Governance Committee�are independent;

� The independent members of the Board of Directors meet regularly without the presence of management;

� Cisco has a clear code of business conduct that is monitored by its ethics office and is annually affirmed by its employees;

� The charters of the board committees clearly establish their respective roles and responsibilities;

� Cisco has an ethics office with a hotline available to all employees, and Cisco�s Audit Committee has procedures in place for
the anonymous submission of employee complaints on accounting, internal accounting controls, or auditing matters;

�
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Cisco has adopted a code of ethics that applies to its principal executive officer and all members of its finance department, including
the principal financial officer and principal accounting officer; and

� Cisco�s internal audit control function maintains critical oversight over the key areas of its business and financial processes and
controls, and reports directly to Cisco�s Audit Committee.
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Independent Directors

Upon recommendation of the Nomination and Governance Committee, the Board of Directors has affirmatively determined that each member of
the Board of Directors other than Mr. Carter, Mr. Chambers and Mr. Powell is independent under the criteria established by NASDAQ for
director independence. The NASDAQ criteria include various objective standards and a subjective test. A member of the Board of Directors is
not considered independent under the objective standards if, for example, he or she is employed by Cisco or Cisco paid his or her family member
more than $100,000 during any period of twelve consecutive months within the past three years. Mr. Chambers and Mr. Carter are not
independent because they are Cisco employees. Mr. Powell is not independent because in 2005 his father received compensation in excess of
$100,000 from Cisco in connection with two speaking engagements. The subjective test requires that each independent director not have a
relationship which, in the opinion of the Board of Directors, would interfere with the exercise of independent judgment in carrying out the
responsibilities of a director.

All members of each of Cisco�s Audit, Compensation and Management Development, and Nomination and Governance committees are
independent directors. In addition, upon recommendation of the Nomination and Governance Committee, the Board of Directors has determined
that the members of the Audit Committee meet the additional independence criteria required for audit committee membership under applicable
NASDAQ listing standards. As Lead Independent Director, Ms. Bartz presides over regular meetings of the independent directors.

The subjective evaluation of director independence by the Board of Directors was made in the context of the objective standards. In making its
independence determinations, the Board of Directors generally considers commercial, financial services, charitable, and other transactions and
other relationships between Cisco and each director and his or her family members and affiliated entities. For example, the Nomination and
Governance Committee reviewed, for each non-employee director, the amount of all transactions between the Company and other organizations
where such directors serve as executive officers or directors, none of which exceeded 1% of the recipient�s annual revenues during the relevant
periods. For each of the directors, other than Mr. Carter, Mr. Chambers and Mr. Powell, the Board of Directors determined based on the
recommendation of the Nomination and Governance Committee that none of the transactions or other relationships exceeded NASDAQ
objective standards and none would otherwise interfere with the exercise of independent judgment in carrying out the responsibilities of a
director. In making this determination, the Board of Directors considered two relationships that did not exceed NASDAQ objective standards but
were identified by the Nomination and Governance Committee for further consideration by the Board of Directors under the subjective standard.
The Board of Directors determined that neither of these relationships would interfere with the exercise of independent judgment by the director
in carrying out his responsibilities as a director. The following is a description of these relationships:

� Mr. Kovacevich is the Chairman of the Board of Directors of Wells Fargo & Company (�Wells Fargo�), an affiliate of one of the lenders
under a Credit Agreement with Cisco dated August 17, 2007 with respect to which the Wells Fargo affiliate has committed to lend
$120 million, or approximately 4% of the total credit facility. As of September 20, 2007 no funds had been drawn under the facility.
This commitment amount represents approximately 0.5% of Cisco�s cash, cash equivalents and investments as of the end of fiscal 2007
and represents less than 0.04% of Wells Fargo�s total loans outstanding as of the end of its second quarter of fiscal 2006. Cisco also has
ordinary course commercial and financial services relationships with Wells Fargo and/or its affiliates. The amounts of payments made
between Cisco and Wells Fargo in each of the past three fiscal years represented less than 0.1% of the recipient company�s annual
revenues.

� Dr. Hennessy is the President of Stanford University. Cisco has various business and charitable dealings with Stanford, including:
research grants, charitable donations by Cisco senior executives and board members, matching donations by the Cisco Foundation,
licensing agreements, and ordinary course commercial relationships. The amounts of payments made between Cisco and Stanford
University in each of the past three fiscal years represented less than 0.1% of the recipient entity�s annual revenues. In addition, a Cisco
board member and Cisco�s former Chairman serve on the Stanford Board of Trustees.
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Board Committees and Meetings

During Cisco�s fiscal year ended July 28, 2007, the Board of Directors held seven meetings. During this period, all of the incumbent directors
attended at least 75% of the aggregate of the total number of meetings of the Board of Directors and the total number of meetings held by all
committees of the Board of Directors on which each such director served, during the period for which each such director served. Cisco�s directors
are strongly encouraged to attend the annual meeting of shareholders. Ten of Cisco�s directors attended last year�s annual meeting.

Cisco has five standing committees: the Acquisition Committee, the Audit Committee, the Compensation and Management Development
Committee, the Investment/Finance Committee, and the Nomination and Governance Committee. Each of these committees has a written charter
approved by the Board of Directors. A copy of each charter can be found under the Investor Relations section of our website at www.cisco.com.
The members of the committees, as of the date of this Proxy Statement, are identified in the following table.

Director

Acquisition

Committee

Audit

Committee

Compensation

and

Management

Development

Committee

Investment/

Finance

Committee

Nomination

and

Governance

Committee
Carol A. Bartz Chair Chair
M. Michele Burns X X
Michael D. Capellas X X
Larry R. Carter X
John T. Chambers X
Brian L. Halla
Dr. John L. Hennessy X X
Richard M. Kovacevich Chair
Roderick C. McGeary X Chair
Michael K. Powell
Steven M. West Chair X
Jerry Yang X
Acquisition Committee

The Acquisition Committee reviews acquisition strategies and opportunities with management, approves certain acquisitions and investment
transactions and also makes recommendations to the Board of Directors. This committee held eight meetings during the last fiscal year.

Audit Committee

The Audit Committee is responsible for reviewing the financial information which will be provided to shareholders and others, reviewing the
system of internal controls which management and the Board of Directors have established, appointing, retaining and overseeing the
performance of the independent registered public accounting firm, overseeing Cisco�s accounting and financial reporting processes and the audits
of Cisco�s financial statements, and pre-approving audit and permissible non-audit services provided by the independent
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registered public accounting firm. This committee held thirteen meetings during the last fiscal year. The Board of Directors has determined that
each of Ms. Burns and Mr. McGeary is an �audit committee financial expert� as defined in Item 407(d) of Regulation S-K. Each member of this
committee is an independent director and meets each of the other requirements for audit committee members under applicable NASDAQ listing
standards.

Compensation and Management Development Committee

The Compensation and Management Development Committee�s (the �Compensation Committee�) basic responsibility is to review the performance
and development of Cisco�s management in achieving corporate goals and objectives and to assure that Cisco�s executive officers are
compensated effectively in a manner consistent with Cisco�s strategy, competitive practice, sound corporate governance principles and
shareholder interests. Toward that end, this committee oversees, reviews and administers all of Cisco�s compensation, equity and employee
benefit plans and programs.

This committee held nine meetings during the last fiscal year. Each member of this committee is an independent director under applicable
NASDAQ listing standards, an �outside director� as defined in Section 162(m) of the Internal Revenue Code and a �non-employee director� as
defined in Rule 16b-3 under the Securities Exchange Act of 1934.

The Compensation Committee has the exclusive authority and responsibility to determine all aspects of executive compensation packages for
executive officers and makes recommendations to the Board of Directors regarding the compensation of non-employee directors. The
Compensation Committee has engaged Frederic W. Cook & Co., Inc. (�FWC�) as its independent compensation consultant to help the
Compensation Committee establish and implement its compensation philosophy, to evaluate compensation proposals recommended by
management, and to provide advice and recommendations on competitive market practices and specific compensation decisions for executive
officers and directors. The Compensation Committee retains and does not delegate any of its exclusive power to determine all matters of
executive compensation and benefits, although the Chief Executive Officer and the Human Resources Department present compensation and
benefit proposals to the Compensation Committee. FWC works directly with the Compensation Committee (and not on behalf of management)
to assist the Compensation Committee in satisfying its responsibilities and will undertake no projects for management except at the request of
the Compensation Committee chair and in the capacity of the Compensation Committee�s agent. To date, FWC has not undertaken any projects
for management. For additional description of the Compensation Committee�s processes and procedure for consideration and determination of
executive officer compensation, see the �Compensation Discussion and Analysis� section of this Proxy Statement.

The Compensation Committee determines and makes recommendations to the Board of Directors regarding compensation for non-employee
directors using a process similar to the one used for determining compensation for Cisco�s executive officers, which is discussed in detail in the
�Compensation Discussion and Analysis� section in this Proxy Statement. Generally, the Compensation Committee annually reviews the market
practice for non-employee directors for companies in Cisco�s peer group in consultation with FWC.

Investment/Finance Committee

The Investment/Finance Committee reviews and approves Cisco�s global investment policy, reviews minority investments, fixed income assets,
insurance risk management policies and programs and tax programs, oversees Cisco�s stock repurchase programs, and also reviews Cisco�s
currency, interest rate and equity risk management policies. This committee is also authorized to approve the issuance of debt securities, certain
real estate acquisitions and leases, and charitable contributions made on behalf of Cisco. This committee held two meetings during the last fiscal
year.
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Nomination and Governance Committee

The Nomination and Governance Committee is responsible for overseeing, reviewing and making periodic recommendations concerning Cisco�s
corporate governance policies, and for recommending to the full Board of Directors candidates for election to the Board of Directors. This
committee held eight meetings during the last fiscal year. Each member of this committee is an independent director under applicable NASDAQ
listing standards.

Nominees for the Board of Directors should be committed to enhancing long-term shareholder value and must possess a high level of personal
and professional ethics, sound business judgment and integrity. The Board of Directors� policy is to encourage selection of directors who will
contribute to Cisco�s overall corporate goals: responsibility to its shareholders, technology leadership, effective execution, high customer
satisfaction and superior employee working environment. The Nomination and Governance Committee may from time to time review the
appropriate skills and characteristics required of board members, including such factors as business experience, diversity, and personal skills in
technology, finance, marketing, international business, financial reporting and other areas that are expected to contribute to an effective Board of
Directors. In evaluating potential candidates for the Board of Directors, the Nomination and Governance Committee considers these factors in
the light of the specific needs of the Board of Directors at that time.

In recommending candidates for election to the Board of Directors, the Nomination and Governance Committee considers nominees
recommended by directors, officers, employees, shareholders and others, using the same criteria to evaluate all candidates. The Nomination and
Governance Committee reviews each candidate�s qualifications, including whether a candidate possesses any of the specific qualities and skills
desirable in certain members of the Board of Directors. Evaluations of candidates generally involve a review of background materials, internal
discussions and interviews with selected candidates as appropriate. Upon selection of a qualified candidate, the Nomination and Governance
Committee would recommend the candidate for consideration by the full Board of Directors. The Nomination and Governance Committee may
engage consultants or third-party search firms to assist in identifying and evaluating potential nominees. To recommend a prospective nominee
for the Nomination and Governance Committee�s consideration, submit the candidate�s name and qualifications to Cisco�s Secretary in writing to
the following address: Cisco Systems, Inc., Attn: Secretary, 170 West Tasman Drive, San Jose, California 95134, with a copy to Cisco Systems,
Inc., Attn: General Counsel at the same address. When submitting candidates for nomination to be elected at Cisco�s annual meeting of
shareholders, shareholders must also follow the notice procedures and provide the information required by Cisco�s bylaws.

In particular, for the Nominating and Governance Committee to consider a candidate recommended by a shareholder for nomination at the 2008
Annual Meeting of Shareholders, the recommendation must be delivered or mailed to and received by Cisco�s Secretary between June 28, 2008
and July 28, 2008 (or, if the 2008 annual meeting is not held within 30 calendar days of the anniversary of the date of the 2007 annual meeting,
within 10 calendar days after Cisco�s public announcement of the date of the 2008 annual meeting). The recommendation must include the same
information as is specified in Cisco�s bylaws for shareholder nominees to be considered at an annual meeting, including the following:

� The shareholder�s name and address and the beneficial owner, if any, on whose behalf the nomination is proposed;

� The shareholder�s reason for making the nomination at the annual meeting, and the signed consent of the nominee to serve if elected;

� The number of shares owned by, and any material interest of, the record owner and the beneficial owner, if any, on whose behalf the
record owner is proposing the nominee;

� A description of any arrangements or understandings between the shareholder, the nominee and any other person regarding the
nomination; and
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� Information regarding the nominee that would be required to be included in Cisco�s proxy statement by the rules of the Securities and
Exchange Commission, including the nominee�s age, business experience for the past five years and any other directorships held by the
nominee.

Director Compensation

This section provides information regarding the compensation policies for non-employee directors and amounts paid and securities awarded to
these directors in fiscal 2007.

During the 2007 fiscal year, cash fees earned by non-employee directors were as follows:

� Annual retainer fee of $75,000 for each non-employee director re-elected at the 2006 annual meeting of shareholders for the year of
board service beginning upon election at the 2006 annual meeting of shareholders, except that six non-employee directors elected to
receive fully vested shares of Cisco common stock in lieu of a portion of their respective regular annual cash retainer fees as described
below;

� Annual retainer fee of $62,500 for Mr. Halla, whose period of board service did not commence until January 2007;

� Annual retainer fee of $50,000 for Mr. Powell, whose period of board service did not commence until March 2007;

� Additional annual retainer fee of $30,000 for Ms. Bartz for serving as Lead Independent Director;

� Additional annual retainer fee of $25,000 for Mr. West for serving as chair of the Audit Committee;

� Additional annual retainer fee of $10,000 for Mr. McGeary for serving as chair of the Compensation Committee; and

� Additional fee of $2,000 to each committee member for each standing committee meeting attended.
On September 18, 2006, the Board of Directors approved modifications to the annual equity grant arrangements for re-elected non-employee
directors. Effective with the 2006 annual meeting of shareholders, re-elected non-employee directors receive an annual option grant to purchase
15,000 shares plus an annual grant of 5,000 shares of restricted stock. The shares subject to the options vest in two equal annual installments
upon the completion of each year of board service and the restricted stock will fully vest upon the completion of one year of board service. The
2005 Stock Incentive Plan does not provide for automatic grants to non-employee directors, but instead provides for discretionary awards to
non-employee directors which may not exceed 50,000 shares for any non-employee director in any fiscal year.

On November 15, 2006, the date of the last annual meeting of shareholders, each of the non-employee directors re-elected to the Board of
Directors (Ms. Bartz, Ms. Burns, Mr. Capellas, Dr. Hennessy, Mr. Kovacevich, Mr. McGeary, Mr. West and Mr. Yang) received a stock option
grant to purchase 15,000 shares under the 1996 Stock Incentive Plan and a restricted stock grant of 5,000 shares under the 2005 Stock Incentive
Plan. The per share exercise price of the stock options is equal to the closing price of a Cisco common share on the grant date, which was
$26.60. The shares subject to these options vest in two successive equal annual installments upon the completion of each year of board service.
The restricted stock awards vest upon the completion of one year of board service.

In connection with their appointments to the Board during fiscal 2007, Mr. Halla and Mr. Powell each received a stock option grant to purchase
50,000 shares under the 2005 Stock Incentive Plan at a per share exercise price equal to the closing price of a share of Cisco common stock on
the date of grant. The shares subject to each option will vest in four successive equal annual installments upon the completion of each year of
board service over the four-year period measured from the grant date. Mr. Halla�s option was granted on
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February 12, 2007 and the option exercise price is $27.54 per share. Mr. Powell�s option was granted on March 22, 2007 and the option exercise
price is $26.37 per share.

Each of the awarded stock options has a term of nine years measured from the grant date, subject to earlier termination following the optionee�s
cessation of board service. Each of the awarded stock options is immediately exercisable for all of the shares underlying the option; however,
any shares so purchased that remain unvested at the time of the optionee�s cessation of board service will be subject to Cisco�s right to repurchase
those shares, at the option exercise price paid per share. The shares subject to each option will vest immediately in full upon certain changes in
control or ownership of Cisco or upon the optionee�s death or disability while a member of the Board of Directors.

Non-employee directors receive no other form of remuneration, perquisites or benefits, but are reimbursed for their expenses in attending
meetings.

To facilitate share ownership, non-employee directors may elect to receive fully vested shares of Cisco common stock in lieu of all or a specified
portion of their regular annual cash retainer based on the fair market value of the shares on the date any regular annual cash retainer would
otherwise be paid. Any shares received in lieu of any portion of a regular annual cash retainer do not count against the limit on the total number
of shares that may be granted to a non-employee director during any fiscal year. The shares issued are granted under the 2005 Stock Incentive
Plan. For information on non-employee director elections to receive fully vested shares in lieu of cash with respect to the fiscal 2007 annual cash
retainer, please see the table entitled �Director Compensation� and the accompanying footnote below.

Subject to approval by shareholders of the amended and extended 2005 Stock Incentive Plan and effective beginning in the 2008 fiscal year,
non-employee directors may also elect to receive restricted stock units in lieu of all or a portion of their regular annual cash retainer that would
be settled in shares after the non-employee director left the board. Any shares subject to restricted stock units received in lieu of any portion of a
regular annual cash retainer will also not count against the limit on the total number of shares that may be granted to a non-employee director
during any fiscal year.

The following table provides information as to compensation for services of the non-employee directors during fiscal 2007.

Director Compensation

Name (1)

Fees earned or

paid in cash

($)

Stock Awards

($) (3)

Option Awards

($) (4)

Total

($)
Carol A. Bartz $125,000(2) $93,282 $82,068 $300,350
M. Michele Burns $115,000(2) $93,282 $122,916 $331,198
Michael D. Capellas $103,000(2) $93,282 $50,035 $246,317
Brian L. Halla $62,500 � $95,393 $157,893
Dr. John L. Hennessy $93,000(2) $93,282 $82,068 $268,350
Richard M. Kovacevich $91,000 $93,282 $135,017 $319,299
Roderick C. McGeary $125,000 $93,282 $96,730 $315,012
James C. Morgan (5) $12,000 � $44,499 $56,499
Michael K. Powell $50,000 � $69,699 $119,699
Steven M. West $130,000(2) $93,282 $82,068 $305,350
Jerry Yang $93,000(2) $93,282 $82,068 $268,350

(1) Larry R. Carter, a director, is an executive officer of Cisco (other than a named executive officer). Mr. Carter does not receive any
compensation for services provided as a director. John P. Morgridge, who
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served as Chairman of the Board through November 15, 2006, the date of Cisco�s 2006 annual meeting of shareholders, became Chairman
Emeritus effective on that date. Mr. Morgridge is an employee of Cisco and receives nominal compensation. Mr. Morgridge did not
receive any compensation for services provided as a director.

(2) Includes the value of fully vested shares of Cisco common stock received in lieu of a specified portion of the non-employee director�s
regular annual cash retainer based on the fair market value of the shares on November 15, 2006, the date the regular annual cash retainer
would otherwise have been paid. Based on each director�s prior election, Ms. Bartz, Ms. Burns and Mr. West each received 704 shares with
a value of $18,726, and Mr. Capellas, Dr. Hennessy and Mr. Yang each received 1,409 shares with a value of $37,479.

(3) The amounts reflect the dollar amount recognized for financial statement reporting purposes for the fiscal year ended July 28, 2007, in
accordance with Financial Accounting Standards Board Statement 123(R), or FAS 123(R), of restricted stock awards issued pursuant to
the 2005 Stock Incentive Plan. For stock awards, fair value is calculated using the closing price on the grant date as if these awards were
vested and issued on the grant date. No stock awards were forfeited by any of our non-employee directors during the fiscal year. The grant
date fair value of the stock award granted on November 15, 2006 to each non-employee director re-elected on that date was $133,000. For
information regarding the number of stock awards held by each non-employee director as of July 28, 2007, see the column �Restricted
Stock Outstanding� in the table below. These amounts reflect Cisco�s accounting expense for these awards, and do not correspond to the
actual value that may be recognized by the non-employee directors.

(4) The amounts reflect the dollar amount recognized for financial statement reporting purposes for the fiscal year ended July 28, 2007, in
accordance with FAS 123(R), of stock option awards issued pursuant to the 2005 Stock Incentive Plan and predecessor stock option plans
and thus include amounts from outstanding stock option awards granted during and prior to fiscal 2007. Assumptions used in the
calculation of these amounts are included in the notes to Cisco�s audited consolidated financial statements for the fiscal year ended July 28,
2007 as included in Cisco�s Annual Report on Form 10-K filed with the Securities and Exchange Commission on September 18, 2007. The
amounts shown disregard estimated forfeitures related to service-based vesting conditions. No stock options were forfeited by any of our
non-employee directors during the fiscal year other than James C. Morgan who forfeited 10,000 options upon his cessation of service on
the board of directors. There is no dollar amount recognized in the table relating to those forfeited options because there was no accounting
expense relating to those options in fiscal 2007. The grant date fair value of the option granted on November 15, 2006 to each
non-employee director re-elected on that date was $107,550; the grant date fair value of the option granted to Mr. Halla was $419,500, and
the grant date fair value of the option granted to Mr. Powell was $397,500. For information regarding the number of stock options held by
each non-employee director as of July 28, 2007, see the column �Stock Options Outstanding� in the table below. These amounts reflect
Cisco�s accounting expense for these awards, and do not correspond to the actual value that may be recognized by the non-employee
directors.

(5) Mr. Morgan served on the Board of Directors through November 15, 2006, the date of Cisco�s 2006 annual meeting of shareholders.
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Each of the below non-employee directors (and former non-employee directors) owned the following number of restricted shares and stock
options as of July 28, 2007.

Non-Employee Director

Stock

Options

Outstanding

Restricted

Stock

Outstanding
Ms. Bartz 150,000 5,000
Ms. Burns 105,000 5,000
Mr. Capellas 65,000 5,000
Mr. Halla 50,000 �
Dr. Hennessy 120,000 5,000
Mr. Kovacevich 85,000 5,000
Mr. McGeary 85,000 5,000
Mr. Morgan 165,000 �
Mr. Powell 50,000 �
Mr. West 150,000 5,000
Mr. Yang 135,000 5,000

Shareholder Communications with the Board of Directors

Shareholders may communicate with Cisco�s Board of Directors through Cisco�s Secretary by sending an e-mail to bod@cisco.com, or by writing
to the following address: Board of Directors, c/o Secretary, Cisco Systems, Inc., 170 West Tasman Drive, San Jose, California 95134. Cisco�s
Secretary will forward all correspondence to the Board of Directors, except for spam, junk mail, mass mailings, product complaints or inquiries,
job inquiries, surveys, business solicitations or advertisements, or patently offensive or otherwise inappropriate material. Cisco�s Secretary may
forward certain correspondence, such as product-related inquiries, elsewhere within Cisco for review and possible response.

Recommendation of the Board of Directors

The Board of Directors recommends that the shareholders vote FOR the election of each of the nominees listed herein.
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PROPOSAL NO. 2

APPROVAL OF THE AMENDMENT AND EXTENSION OF THE 2005 STOCK INCENTIVE PLAN

Cisco is requesting that shareholders approve the amendment and extension of the Cisco Systems, Inc. 2005 Stock Incentive Plan (the �Stock
Incentive Plan�), which amendment and extension was approved by the Board of Directors on September 13, 2007, subject to shareholder
approval. The 2005 Stock Incentive Plan was approved by shareholders at the 2005 Annual Meeting, and unless extended as proposed will
terminate at the 2007 Annual Meeting.

General

In 2005, shareholders originally approved the adoption of the Stock Incentive Plan (which was a 2 year plan) and a share reserve of 350 million
shares. The plan will expire at the 2007 Annual Meeting. In order to give Cisco the flexibility to responsibly address its future equity
compensation needs, Cisco is requesting that shareholders approve the extension and amendment of the Stock Incentive Plan with the following
material features:

� Extend the Stock Incentive Plan by five years until the 2012 Annual Meeting of Shareholders.

� Add 209 million shares to the Stock Incentive Plan.

� Provide that for the purpose of computing shares remaining eligible for issuance under the Stock Incentive Plan, each one
share issued as a stock grant (or pursuant to the vesting of a stock unit) will count as the issuance of 2.5 shares reserved under
the plan; and remove the limitation that no more than 35,000,000 shares in the aggregate may be awarded as stock grants or
stock units.

� Provide that shares underlying awards outstanding under the Cisco Systems, Inc. 1996 Stock Incentive Plan (the �1996 Plan�), the SA
Acquisition Long-Term Incentive Plan (the �SA Acquisition Plan�) and the WebEx Acquisition Long-Term Incentive Plan (the �WebEx
Acquisition Plan�) that are forfeited will be available for grant under the Stock Incentive Plan. As of September 20, 2007, awards
covering 1.13 billion shares were outstanding under these plans.

� Provide that non-employee directors may elect to receive, in lieu of their annual cash retainer, a stock unit (representing the right to
receive a share of Cisco�s common stock) in addition to the existing right to receive a stock grant (which is an actual award of Cisco�s
common stock).

The Compensation Committee has a targeted budget of 185 million shares for issuance under the Stock Incentive Plan for fiscal 2008. Despite
an expanding work force of 26.6% per year on average from fiscal 2005 to fiscal 2007, Cisco has reduced long-term equity incentive grants from
230 million in fiscal 2005 to 200 million in fiscal 2007 with a budget of 185 million for fiscal 2008. In addition, in fiscal 2007, over 80% of all
equity awards were granted to employees below the vice president level, demonstrating Cisco�s strong commitment to align not just executive
compensation but employee compensation generally with Cisco�s long-term stock performance and shareholders� interests. The Compensation
Committee has awarded to executive officers in fiscal 2008 the right to receive future grants of restricted stock units based on Cisco�s financial
performance in fiscal 2008. If this Stock Incentive Plan is approved by shareholders, Cisco will no longer grant awards from the SA Acquisition
Plan or the WebEx Acquisition Plan.

The 209 million shares to be added to the Stock Incentive Plan pursuant to the extension and amendment of the plan, in combination with the
remaining authorized shares and shares added back into the plan from forfeitures, is expected to satisfy Cisco�s equity compensation needs
through the 2009 annual meeting of shareholders. This being the case, if the extension and amendment are approved, Cisco anticipates seeking
the authorization of additional shares under the Stock Incentive Plan prior to the plan�s expiration or further extension in 2012.

Edgar Filing: CISCO SYSTEMS INC - Form DEF 14A

Table of Contents 25



16

Edgar Filing: CISCO SYSTEMS INC - Form DEF 14A

Table of Contents 26



Table of Contents

The Stock Incentive Plan contains the following important features:

� Repricing of stock options and stock appreciation rights is prohibited unless shareholder approval is obtained.

� Stock options and stock appreciation rights must be granted with an exercise price that is not less than 100% of the fair market value
on the date of grant.

� The ability to automatically receive replacement stock options when a stock option is exercised with previously acquired shares of
Cisco common stock or so-called �stock option reloading� is not permitted.

� To facilitate share ownership, non-employee directors may also elect to receive fully vested shares of Cisco common stock in lieu of
all or a specified portion of their regular annual cash retainer based on the fair market value of the shares on the date any regular
annual cash retainer would otherwise be paid. Starting with the 2007 Annual Meeting of Shareholders, non-employee directors may
also elect to receive restricted stock units in lieu of all or a portion of their regular annual cash retainer that would be settled in grants
of shares after the director left the board. Any shares received in lieu of any portion of a regular annual cash retainer will not count
against the limit on the total number of shares that may be granted to a non-employee director during any fiscal year.

As of September 20, 2007, the fair market value of a share of Cisco common stock was $32.21.

Share Reserve

Shares available under 1996 Stock Incentive Plan as of July 30, 2005 (the end of fiscal 2005) 217 million
Shares originally authorized under the 2005 Stock Incentive Plan on November 15, 2005 350 million
Shares granted (less available cancellations) and shares expired from July 30, 2005 through September 20, 2007 from the
1996 and 2005 Stock Incentive Plans (413 million)
Remaining shares available for grant as of September 20, 2007 (and estimated to be available on November 14, 2007) under
the 2005 Stock Incentive Plan 154 million
Additional shares being requested under the amendment and extension of 2005 Stock Incentive Plan 209 million

Total shares available for grant under the amended and extended 2005 Stock Incentive Plan 363 million

Note:    As of September 20, 2007, Cisco had 1,353,242,571 options outstanding with a weighted average exercise price of $27.38 and a
weighted average life of 5.05 years.

If the amendment and extension of the Stock Incentive Plan is approved, the aggregate number of shares of Cisco common stock that will be
available for issuance under the Stock Incentive Plan would increase to 363 million shares, based on the estimates set forth above, and which
number does not take into account awards that may be forfeited under the 1996 Plan, the SA Acquisition Plan or the WebEx Acquisition Plan.
As of September 20, 2007, awards covering 1.13 billion shares were outstanding under the 1996 Plan, the SA Acquisition Plan and the WebEx
Acquisition Plan. If awards granted under the Stock Incentive Plan are forfeited or terminate before being exercised, then the shares underlying
those awards will again become available for awards under the Stock Incentive Plan. Stock appreciation rights will be counted in full against the
number of shares available for issuance under the Stock Incentive Plan, regardless of the number of shares issued upon settlement of the stock
appreciation rights.

No participant in the Stock Incentive Plan may be granted awards during any fiscal year in excess of any of the following limits: options
covering in excess of 5,000,000 shares; stock appreciation rights covering in excess of 5,000,000 shares; or stock grants or stock units in the
aggregate covering in excess of 5,000,000 shares. In
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addition, non-employee directors may only be granted awards under the Stock Incentive Plan covering 50,000 or fewer shares per fiscal year.
Non-employee directors may also elect to receive all or a specified portion of their regular annual cash retainer in fully vested shares of Cisco
common stock (or stock units) based on the fair market value of the shares on the date any regular annual cash retainer would otherwise be paid.
Any shares or stock units received in lieu of any portion of a regular annual cash retainer will not count against the limit on the total number of
shares that may be granted to a non-employee director during any fiscal year.

In the event of a subdivision of the outstanding shares of Cisco common stock, a declaration of a dividend payable in shares, a declaration of a
dividend payable in a form other than shares in an amount that has a material effect on the price of shares, a combination or consolidation of the
outstanding shares (by reclassification or otherwise) into a lesser number of shares, a recapitalization, a spin-off or a similar occurrence, the
Stock Incentive Plan administrator will make appropriate adjustments to the number of shares and kind of shares or securities issuable under the
Stock Incentive Plan (on both an aggregate and per-participant basis) and under each outstanding award, to the award limits set forth in the
preceding paragraph, and to the exercise price of outstanding options and stock appreciation rights.

Administration

The Compensation Committee will administer the Stock Incentive Plan. The Stock Incentive Plan administrator has complete discretion, subject
to the provisions of the Stock Incentive Plan, to authorize the award of stock options, stock grants, stock units and stock appreciation rights
awards under the Stock Incentive Plan. Notwithstanding the foregoing, only the full Board of Directors may grant and administer awards under
the Stock Incentive Plan to non-employee directors.

Eligibility and Types of Awards under the Stock Incentive Plan

The Stock Incentive Plan permits the granting of stock options, stock grants, stock units and stock appreciation rights by the Stock Incentive
Plan administrator. Stock appreciation rights may be awarded in combination with stock options or stock grants and such awards shall provide
that the stock appreciation rights will not be exercisable unless the related stock options or stock grants are forfeited. Stock grants may be
awarded in combination with nonstatutory stock options, and such awards may provide that the stock grants will be forfeited in the event that the
related nonstatutory stock options are exercised.

Employees (including employee directors and executive officers) and consultants of Cisco and its subsidiaries and affiliates, and non-employee
directors of Cisco are eligible to participate in the Stock Incentive Plan. Accordingly, each non-employee member of the Board of Directors,
each executive officer and each person who previously served as an executive officer during fiscal 2007 and remains employed by Cisco has an
interest in Proposal No. 2. As of July 28, 2007, approximately 61,535 employees (including employee directors and executive officers) and ten
non-employee directors are eligible to participate in the Stock Incentive Plan.

Options

The Stock Incentive Plan administrator may grant nonstatutory stock options or incentive stock options under the Stock Incentive Plan.
However, the Stock Incentive Plan administrator does not have the authority to grant stock options that automatically provide for the grant of
new stock options upon their exercise. The number of shares covered by each stock option granted to a participant will be determined by the
Stock Incentive Plan administrator.

The Stock Incentive Plan administrator may provide for time-based vesting or vesting upon satisfaction of performance goals, or both, and/or
other conditions. Unless otherwise provided by the Stock Incentive Plan
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administrator, stock options become exercisable with respect to 20% of the shares covered by the option on the first anniversary of the date of
grant and monthly thereafter in 48 equal installments, provided that the recipient�s service has not terminated. The stock option exercise price is
established by the Stock Incentive Plan administrator and must be at least 100% of the per share fair market value of Cisco common stock on the
date of grant. Repricing of stock options is prohibited unless shareholder approval is obtained. Unless the Stock Incentive Plan administrator
provides for earlier expiration, stock options will expire nine years after the date of grant. Unless otherwise provided by the Stock Incentive Plan
administrator, unvested stock options will expire upon termination of the optionee�s service with Cisco and vested stock options will expire three
months following a termination for any reason other than death, disability, or cause; eighteen months following a termination for death or
disability; and immediately following a termination for cause.

The exercise price must be paid at the time the shares are purchased. Consistent with applicable laws, regulations and rules, payment of the
exercise price of a stock option may be made in cash, (including by check, wire transfer or similar means), by cashless exercise, by surrendering
or attesting to previously acquired shares of Cisco common stock, or by any other legal consideration.

Stock Grants

The Stock Incentive Plan administrator may award stock grants under the Stock Incentive Plan. At the time of the stock grant, participants may
be required to pay cash or other legal consideration approved by the Stock Incentive Plan administrator, but the Stock Incentive Plan does not
establish a minimum purchase price for shares awarded as stock grants. Stock grants are comprised of shares of Cisco common stock. The
number of shares associated with each stock grant will be determined by the Stock Incentive Plan administrator. The Stock Incentive Plan
administrator may provide for time-based vesting or vesting upon satisfaction of performance goals, or both, and/or other conditions. When the
stock grant award conditions are satisfied, then the participant is vested in the shares and has complete ownership of the shares. Unless otherwise
provided by the Stock Incentive Plan administrator, stock grants vest with respect to 20% of the shares covered by the grant on each of the first
through fifth anniversaries of the date of grant, provided that the recipient�s service has not terminated.

Stock Units

The Stock Incentive Plan administrator may award stock units under the Stock Incentive Plan. Participants are not required to pay any
consideration to Cisco at the time of grant of a stock unit. The number of shares covered by each stock unit award will be determined by the
Stock Incentive Plan administrator. The Stock Incentive Plan administrator may provide for time-based vesting or vesting upon satisfaction of
performance goals, or both, and/or other conditions. When the participant satisfies the vesting conditions of the stock unit award, Cisco will pay
the participant cash or shares of Cisco common stock or any combination of both to settle the vested stock units. Conversion of the stock units
into cash may be based on the average of the fair market value of a share of Cisco common stock over a series of trading days or on other
methods. Unless otherwise provided by the Stock Incentive Plan administrator, stock units vest with respect to 20% of the shares covered by the
grant on each of the first through fifth anniversaries of the date of grant, provided that the recipient�s service has not terminated.

Stock Appreciation Rights

The Stock Incentive Plan administrator may grant stock appreciation rights under the Stock Incentive Plan. However, the Stock Incentive Plan
administrator does not have the authority to grant stock appreciation rights that automatically provide for the grant of new stock appreciation
rights upon their exercise. The number of shares covered by each stock appreciation right will be determined by the Stock Incentive Plan
administrator.

The Stock Incentive Plan administrator may provide for time-based vesting or vesting upon satisfaction of performance goals and/or other
conditions. Unless otherwise provided by the Stock Incentive Plan administrator,
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stock appreciation rights become exercisable with respect to 20% of the shares subject to the stock appreciation right on the first anniversary of
the date of grant and monthly thereafter in 48 equal installments, provided that the participant�s service has not terminated. The stock
appreciation right exercise price is established by the Stock Incentive Plan administrator and must be at least 100% of the per share fair market
value of Cisco common stock on the date of grant. Repricing of stock appreciation rights is prohibited unless shareholder approval is obtained.
Unless the Stock Incentive Plan administrator provides for earlier expiration, stock appreciation rights will expire nine years after the date of
grant. Unless otherwise provided by the Stock Incentive Plan administrator, unvested stock appreciation rights will expire upon termination of
the participant�s service with Cisco and vested stock appreciation rights will expire three months following a termination for any reason other
than death, disability, or cause; eighteen months following a termination for death or disability; and immediately following a termination for
cause.

Upon exercise of a stock appreciation right, the participant will receive payment from Cisco in an amount determined by multiplying (a) the
difference between (i) the fair market value of a share on the date of exercise and (ii) the exercise price times (b) the number of shares with
respect to which the stock appreciation right is exercised. Stock appreciation rights may be paid in cash or shares of Cisco common stock or any
combination of both, as determined by the Stock Incentive Plan administrator.

Performance Goals

Awards under the Stock Incentive Plan may be made subject to performance conditions as well as time-vesting conditions. Such performance
conditions may be established and administered in accordance with the requirements of Section 162(m) of the Internal Revenue Code of 1986, as
amended (the �Code�), for awards intended to qualify as �performance-based compensation� thereunder. To the extent that performance conditions
under the Stock Incentive Plan are applied to awards intended to qualify as performance-based compensation under Code Section 162(m), such
performance conditions shall be based on an objective formula or standard utilizing one or more of the following factors and any objectively
verifiable adjustment(s) thereto permitted and preestablished by the Compensation Committee in accordance with Code Section 162(m):
(i) operating income; (ii) earnings before interest, taxes, depreciation and amortization; (iii) earnings; (iv) cash flow; (v) market share; (vi) sales;
(vii) revenue; (viii) profit before interest and taxes; (ix) expenses; (x) cost of goods sold; (xi) profit/loss or profit margin; (xii) working capital;
(xiii) return on capital, equity or assets; (xiv) earnings per share; (xv) economic value added; (xvi) stock price; (xvii) price/earnings ratio;
(xviii) debt or debt-to-equity; (xix) accounts receivable; (xx) write-offs; (xxi) cash; (xxii) assets; (xxiii) liquidity; (xxiv) operations;
(xxv) intellectual property (e.g., patents); (xxvi) product development; (xxvii) regulatory activity; (xxviii) manufacturing, production or
inventory; (xxix) mergers and acquisitions or divestitures; (xxx) financings; and/or (xxxi) customer satisfaction, each with respect to Cisco
and/or one or more of its operating units. For example, see �Compensation Discussion and Analysis�Long-Term, Equity-Based Incentive Awards�
on page 49 of this Proxy Statement for the fiscal 2008 performance conditions and objectively verifiable adjustments preestablished by the
Compensation Committee for the rights to receive future grants of restricted stock units.

Vesting Acceleration

For awards that are subject to vesting provisions, the Stock Incentive Plan administrator may provide, at the time of grant of such awards or any
time thereafter, that such awards will vest and become immediately exercisable in full in the event that Cisco is acquired by merger or asset sale
or in the event there is a hostile takeover of Cisco, whether through a tender or exchange offer for more than 35% of Cisco�s outstanding voting
securities which the Board of Directors does not recommend the shareholders accept, or a change in the majority of the members of the Board of
Directors as a result of one or more contested elections for board membership. Unless otherwise provided in the applicable award agreement,
outstanding stock options, stock appreciation rights, and stock units will vest and become immediately exercisable in full in the event that Cisco
is acquired by merger or asset sale, unless such awards are assumed, substituted or replaced by the acquiring entity (or in the
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case of outstanding stock grants, the related stock grant agreements are assumed). In addition, the applicable award agreement may provide for
accelerated vesting in the event of the participant�s death, disability or other events.

Amendment and Termination

The Board of Directors may amend the Stock Incentive Plan at any time and for any reason, provided that any such amendment will be subject
to shareholder approval to the extent shareholder approval is required by applicable laws, regulations, or rules. The Board of Directors may
terminate the Stock Incentive Plan at any time and for any reason, and the Stock Incentive Plan is currently set to terminate at the 2012 Annual
Meeting of Shareholders unless re-adopted or extended by the shareholders prior to or on such date. The termination or amendment of the Stock
Incentive Plan will not impair the rights or obligations of any participant under any award previously made under the Stock Incentive Plan
without the participant�s consent.

The summary of the Stock Incentive Plan provided above is a summary of the principal features of the plan. This summary, however, does not
purport to be a complete description of all of the provisions of the Stock Incentive Plan. It is qualified in its entirety by references to the full text
of the Stock Incentive Plan. A copy of the Stock Incentive Plan has been filed with the Securities and Exchange Commission with this Proxy
Statement, and any shareholder who wishes to obtain a copy of the Stock Incentive Plan may do so by written request to the Secretary at Cisco�s
headquarters in San Jose, California.

New Plan Benefits

All awards to directors, executive officers, employees and consultants are made at the discretion of the Stock Incentive Plan administrator.
Therefore, the benefits and amounts that will be received or allocated under the Stock Incentive Plan as amended and extended are not
determinable at this time. The following table is for illustrative purposes only and provides certain summary information concerning equity
awards made in fiscal 2007.

Name and Principal Position

Number of

Options

Granted

Average

Per Share

Exercise

Price of

Options

Number of

Shares of

Restricted

Stock

Granted

Number of

Restricted

Stock

Units

Granted
John T. Chambers

Chairman and Chief Executive Officer

1,300,000 $23.01 � �

Dennis D. Powell

Executive Vice President, Chief Financial Officer

400,000 $23.01 � 100,000

Richard J. Justice

Executive Vice President, Worldwide Operations and Business Development

400,000 $23.01 � 100,000

Charles H. Giancarlo

Executive Vice President, Chief Development Officer

400,000 $23.01 � 100,000

Randy Pond

Executive Vice President, Operations Processes and Systems

400,000 $23.01 � 100,000

Executive Officer Group 4,150,000 $23.13 � 735,000
Non-Employee Director Group 220,000 $26.76 40,000 �
Non-Executive Officer Employee Group 181,256,000 $23.09 44,200 4,957,000
Federal Income Tax Consequences
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federal income tax laws in effect on the date of this Proxy Statement.
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This summary is not intended to be exhaustive and does not address all matters which may be relevant to a particular participant based on his or
her specific circumstances. The summary expressly does not discuss the income tax laws of any state, municipality, or non-U.S. taxing
jurisdiction, or the gift, estate, excise (including the rules applicable to deferred compensation under Code Section 409A), or other tax laws other
than federal income tax law. The following is not intended or written to be used, and cannot be used, for the purposes of avoiding taxpayer
penalties. Because individual circumstances may vary, Cisco advises all participants to consult their own tax advisors concerning the tax
implications of awards granted under the Stock Incentive Plan.

A recipient of a stock option or stock appreciation right will not have taxable income upon the grant of the stock option or stock appreciation
right. For nonstatutory stock options and stock appreciation rights, the participant will recognize ordinary income upon exercise in an amount
equal to the difference between the fair market value of the shares and the exercise price on the date of exercise. Any gain or loss recognized
upon any later disposition of the shares generally will be a capital gain or loss.

The acquisition of shares upon exercise of an incentive stock option will not result in any taxable income to the participant, except, possibly, for
purposes of the alternative minimum tax. The gain or loss recognized by the participant on a later sale or other disposition of such shares will
either be long-term capital gain or loss or ordinary income, depending upon whether the participant holds the shares for the legally-required
period (currently two years from the date of grant and one year from the date of exercise). If the shares are not held for the legally-required
period, the participant will recognize ordinary income equal to the lesser of (i) the difference between the fair market value of the shares on the
date of exercise and the exercise price, or (ii) the difference between the sales price and the exercise price.

For stock grant awards, unless vested or the participant elects to be taxed at the time of grant, the participant will not have taxable income upon
the grant, but upon vesting will recognize ordinary income equal to the fair market value of the shares at the time of vesting less the amount paid
for such shares (if any). Any gain or loss recognized upon any later disposition of the shares generally will be a capital gain or loss.

A participant is not deemed to receive any taxable income at the time an award of stock units is granted. When vested stock units (and dividend
equivalents, if any) are settled and distributed, the participant will recognize ordinary income equal to the amount of cash and/or the fair market
value of shares received less the amount paid for such stock units (if any).

At the discretion of the Stock Incentive Plan administrator, the Stock Incentive Plan allows a participant to satisfy his or her tax withholding
requirements under federal and state tax laws in connection with the exercise or receipt of an award by electing to have shares withheld, and/or
by delivering or attesting to Cisco already-owned shares of Cisco common stock.

If the participant is an employee or former employee, the amount the participant recognizes as ordinary income in connection with an award is
subject to withholding taxes (generally not applicable to incentive stock options) and Cisco is allowed a tax deduction equal to the amount of
ordinary income recognized by the participant, provided that Code Section 162(m) contains special rules regarding the federal income tax
deductibility of compensation paid to Cisco�s chief executive officer and to the other covered employees under Code Section 162(m). The
general rule is that annual compensation paid to any of these specified executives will be deductible only to the extent that it does not exceed
$1,000,000. However, Cisco can preserve the deductibility of certain compensation in excess of $1,000,000 if such compensation qualifies as
�performance-based compensation� by complying with certain conditions imposed by the Code Section 162(m) rules (including the establishment
of a maximum number of shares with respect to which awards may be granted to any one employee during one fiscal year) and if the material
terms of such compensation are disclosed to and approved by the shareholders (e.g., see Performance Goals above). Because of the fact-based
nature of the performance-based compensation exception under Code Section 162(m) and the limited availability of binding guidance
thereunder, Cisco cannot guarantee that the awards under the Stock Incentive Plan will qualify for exemption
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under Code Section 162(m). However, the Stock Incentive Plan is structured with the intention that the Compensation Committee will have the
discretion to make awards under the Stock Incentive Plan that would qualify as �performance-based compensation� and be fully deductible.
Accordingly, Cisco is seeking shareholder approval of the amendment and extension of the Stock Incentive Plan to comply with Code
Section 162(m).

Equity Compensation Plan Information

The following table provides information as of July 28, 2007 with respect to the shares of Cisco common stock that may be issued under existing
equity compensation plans. The category �Equity compensation plans approved by security holders� in the table below consists of the Stock
Incentive Plan, the 1996 Stock Incentive Plan, and the Employee Stock Purchase Plan and its sub-plan, the International Employee Stock
Purchase Plan. The category �Equity compensation plans not approved by security holders� in the table below consists of the 1997 Supplemental
Stock Incentive Plan (the �Supplemental Plan�), the SA Acquisition Plan that was adopted in connection with Cisco�s acquisition of
Scientific-Atlanta, Inc. in accordance with applicable NASDAQ listing standards, the WebEx Acquisition Plan that was adopted in connection
with Cisco�s acquisition of WebEx Communications, Inc. in accordance with applicable NASDAQ listing standards and options to purchase
shares of Cisco common stock that were issued to replace cancelled options in connection with Cisco�s acquisition of Latitude Communications,
Inc. The category �Equity compensation plans approved by security holders� in the table does not include 5,905,925 shares subject to restricted
stock units outstanding as of July 28, 2007 and the category �Equity compensation plans not approved by security holders� in the table does not
include 1,858,026 shares subject to restricted stock units outstanding as of July 28, 2007. In addition, the table does not include information with
respect to shares subject to outstanding awards granted under other equity compensation arrangements assumed by Cisco in connection with
mergers and acquisitions of the companies that originally granted those awards and does include shares we are proposing to add to the Stock
Incentive Plan in Proposal No. 2.

Plan Category

Number of securities to
be issued upon exercise of
outstanding options,

warrants and rights (1)

Weighted average
exercise price

of
outstanding options,

warrants and
rights

Number of securities remaining
available for future issuance
under equity compensation
plans (excluding securities
reflected in column (a))

(a) (b) (c)
Equity compensation plans
approved by security holders 1,234,722,290 $ 27.07 359,286,515(2)
Equity compensation plans not
approved by security holders 15,424,239(3)(4) $ 17.31 16,732,148(5)

Total 1,250,146,529(3)(6) $ 26.95 376,018,663(7)

(1) Excludes purchase rights currently accruing under the Employee Stock Purchase Plan including its sub-plan, the International Employee
Stock Purchase Plan.

(2) Includes shares available for future issuance under the Employee Stock Purchase Plan including its sub-plan, the International Employee
Stock Purchase Plan. As of July 28, 2007, as reported in Cisco�s 2007 Annual Report on Form 10-K, an aggregate of 81,621,483 shares of
common stock were available for future issuance under this purchase plan. Also includes up to 27,722,222 shares that may be issued as
stock grants, stock units or stock appreciation rights under the Stock Incentive Plan. Under the Stock Incentive Plan, non-employee
directors may also elect to receive fully vested shares of common stock (and if the amendment and extension of the Stock Incentive Plan is
approved, stock units) in lieu of all or a specified portion of their regular annual cash retainer based on the fair market value of the shares
on the date any regular annual cash retainer would otherwise be paid.

(3) Represents outstanding options to purchase 2,266,135 shares of common stock under the Supplemental Plan, outstanding options to
purchase 3,567,490 shares of common stock under the SA Acquisition Plan, outstanding options and stock appreciation rights with respect
to 9,289,121 shares of common stock under
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the WebEx Acquisition Plan, and outstanding options to purchase 301,493 shares of common stock that were issued to replace cancelled
options in connection with Cisco�s acquisition of Latitude Communications, Inc.

(4) Excludes options, warrants and other equity rights assumed by Cisco in connection with mergers and acquisitions, other than assumed
under the SA Acquisition Plan and the WebEx Acquisition Plan. As of July 28, 2007, a total of 38,916,023 shares of common stock were
issuable upon exercise of outstanding options under those other assumed arrangements. The weighted average exercise price of those
outstanding options is $15.23 per share. No additional awards may be granted under those assumed arrangements.

(5) Represents 8,391,914 shares available for issuance under the SA Acquisition Plan (including up to 3,104,437 shares that may be issued as
stock grants, stock units or stock appreciation rights), 2,497,109 shares available for issuance under the WebEx Acquisition Plan (all of
which shares may be issued as stock grants, stock units or stock appreciation rights), and 5,843,125 shares available for issuance under the
Supplemental Plan. Although securities are available for issuance under the Supplemental Plan, Cisco will no longer make option grants or
share issuances under the Supplemental Plan.

(6) As of July 28, 2007, the aggregate number of shares issuable upon exercise of outstanding options as reported in Cisco�s 2007 Annual
Report on Form 10-K were 1,289,062,552 shares, which included the 38,916,023 shares issuable under the assumed equity rights described
in footnote (4) above.

(7) As of July 28, 2007, 276,665,032 shares were available for future issuance under the Stock Incentive Plan, 8,391,914 shares were available
for future issuance under the SA Acquisition Plan, 2,497,109 shares were available for future issuance under the WebEx Acquisition Plan,
and 5,843,125 shares were available for future issuance under the Supplemental Plan for an aggregate total of 294,397,180 shares available
for future issuance under stock incentive plans, as reported in Cisco�s 2007 Annual Report on Form 10-K. The shares available for future
issuance under the Employee Stock Purchase Plan were 81,621,483 shares, as reported in Cisco�s 2007 Annual Report on Form 10-K.

The 1997 Supplemental Stock Incentive Plan

The Supplemental Plan was implemented by the Board of Directors on July 31, 1997 and expires on December 31, 2007. The Supplemental Plan
is a non-shareholder approved plan, and Cisco will no longer make option grants or share issuances under the Supplemental Plan. Options were
only granted and direct share issuances of common stock were only made under the Supplemental Plan to employees of Cisco (or any parent or
subsidiary corporation) who were neither officers nor board members at the time of grant. The Board of Directors authorized 9,000,000 shares of
common stock for issuance under the Supplemental Plan. All option grants have an exercise price per share, and all share issuances have a
purchase price per share, equal to the closing price per share of common stock on the grant or issuance date. Each option or share issuance may
be subject to vesting. Any unvested options or share issuances will immediately vest and become exercisable in full upon certain changes in
ownership of Cisco if the options are not assumed or replaced by the acquiring entity or the repurchase rights relating to share issuances are not
assigned to the acquiring entity, as applicable. All options are non-statutory options under the federal tax law. As of July 28, 2007, options
covering 2,266,135 shares of common stock were outstanding under the Supplemental Plan, 5,843,125 shares remained available for future
option grants or share issuances, and options covering 890,740 shares had been exercised. No option grants or share issuances were made in
fiscal 2007 under the Supplemental Plan.

The Cisco Systems, Inc. SA Acquisition Long-Term Incentive Plan

In connection with Cisco�s acquisition of Scientific-Atlanta, Inc. on February 24, 2006, Cisco assumed, amended and restated the
Scientific-Atlanta�s 2003 Long-Term Incentive Plan (renaming it the Cisco Systems, Inc. SA Acquisition Long-Term Incentive Plan). The Board
of Directors has reserved an aggregate of 17,587,049 shares of Cisco common stock for issuance under this plan (including 2,760,006 shares
subject to issuance upon
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the exercise of outstanding stock options assumed in connection with the acquisition, which become or have become available for grant under
this plan to the extent such options expire unexercised or are cancelled). Only employees of Cisco and its subsidiaries and affiliates who (i) had
been employed by Scientific-Atlanta or its subsidiaries on or after the acquisition, and (ii) were not employed by Cisco or its subsidiaries at the
time of the acquisition, may receive awards under this plan. The plan permits the award of stock options (both non-statutory and incentive stock
options), stock grants, stock units and stock appreciation rights. Stock options and stock appreciation rights under this plan may be granted for
periods of up to nine years and at prices no less than the fair market value of the shares on the date of grant. Stock grants may and stock units
must be issued for no consideration. Stock appreciation rights and stock units may be exercised for or settled in cash, shares of Cisco common
stock or a combination of cash and shares. Each award may be subject to vesting. In general, awards cease vesting in the event a participant�s
employment or services with Cisco or its subsidiaries terminates. Each outstanding award under this plan that is subject to vesting provisions
will vest in full and, if applicable, become immediately exercisable in the event that Cisco is acquired by merger or asset sale, unless the award
or related agreement is assumed or replaced by the acquiring entity, or in the event there is a hostile change in control or ownership of Cisco,
whether through a tender or exchange offer for more than 35% of Cisco�s outstanding voting securities which the Board of Directors does not
recommend the shareholders to accept, or a change in the majority of the members of the Board of Directors as a result of one or more contested
elections for board membership. As of July 28, 2007, options covering 3,567,490 shares of common stock were outstanding under the SA
Acquisition Plan, 8,391,914 shares remained available for future grants of awards, 3,468,821 shares and units were issued directly and options
covering 2,043,082 shares had been exercised. Upon shareholder approval of the amendment and extension of the Stock Incentive Plan, Cisco
will no longer issue shares from the SA Acquisition Plan.

The Cisco Systems, Inc. WebEx Acquisition Long-Term Incentive Plan

In connection with Cisco�s acquisition of WebEx Communications, Inc. on May 25, 2007, Cisco assumed, amended and restated the WebEx
Communications, Inc. 2000 Stock Incentive Plan (renaming it the Cisco Systems, Inc. WebEx Acquisition Long-Term Incentive Plan). The
Board of Directors has reserved an aggregate of 15,378,787 shares of Cisco common stock for issuance under this plan (including 12,496,382
shares subject to outstanding awards assumed in connection with the acquisition, which become or have become available for grant under this
plan to the extent such awards expire unexercised or are cancelled). Only employees of Cisco and its subsidiaries and affiliates who (i) had been
employed by WebEx Communications, Inc. or its subsidiaries on or after the acquisition, and (ii) were not employed by Cisco or its subsidiaries
at the time of the acquisition, may receive awards under this plan. The plan permits the award of non-statutory stock options, stock grants, stock
units and stock appreciation rights. Stock options and stock appreciation rights under this plan may be granted for periods of up to nine years and
at prices no less than the fair market value of the shares on the date of grant. Stock grants may and stock units must be issued for no
consideration. Stock appreciation rights and stock units may be exercised for or settled in cash, shares of Cisco common stock or a combination
of cash and shares. Each award may be subject to vesting. In general, awards cease vesting in the event a participant�s employment or services
with Cisco or its subsidiaries terminates. Each outstanding award under this plan that is subject to vesting provisions will vest in full and, if
applicable, become immediately exercisable in the event that Cisco is acquired by merger or asset sale, unless the award or related agreement is
assumed or replaced by the acquiring entity, or in the event there is a hostile change in control or ownership of Cisco, whether through a tender
or exchange offer for more than 35% of Cisco�s outstanding voting securities which the Board of Directors does not recommend the shareholders
to accept, or a change in the majority of the members of the Board of Directors as a result of one or more contested elections for board
membership. As of July 28, 2007, options covering 9,289,121 shares of common stock were outstanding under the WebEx Acquisition Plan,
2,497,109 shares remained available for future grants of awards, 1,922,160 shares were issued directly and options covering 1,430,994 shares
had been exercised. Upon shareholder approval of the amendment and extension of the Stock Incentive Plan, Cisco will no longer issue shares
from the WebEx Acquisition Plan.
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Replacement Latitude Options

On January 12, 2004, Cisco acquired Latitude Communications, Inc. (�Latitude�). As part of this transaction, options to purchase Latitude
common stock held by employees who continued to be employed by Cisco or Latitude following the transaction were cancelled and replaced
with an aggregate of 492,985 options to purchase shares of Cisco common stock. The shares subject to the Latitude replacement options vest on
the same vesting schedule as the shares subject to the cancelled options, and have a maximum term of nine (9) years. Each Latitude replacement
option has accelerated with respect to 50% of the then-unvested shares if the related employee was terminated under certain circumstances
within two years of the effective date of the transaction.

Recommendation of the Board of Directors

The Board of Directors recommends that the shareholders vote FOR the approval of the amendment and extension of the Cisco Systems, Inc.
2005 Stock Incentive Plan.
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PROPOSAL NO. 3

APPROVAL OF THE EXECUTIVE INCENTIVE PLAN

Cisco is requesting that shareholders approve the Cisco Systems, Inc. Executive Incentive Plan (�EIP�), which was adopted by the Board on
September 13, 2007, subject to shareholder approval with respect to current and future covered employees (�covered employees�) under
Section 162(m) of the Internal Revenue code of 1986, as amended (the �Code�) and executive officers within the meaning of Rule 3b-7 of the
Securities Exchange Act of 1934, as amended (�executive officers�).

Purpose of the Request for Approval

The Board believes that a well designed incentive compensation plan for the managers of Cisco is a significant factor in improving operating and
financial performance of Cisco, thereby enhancing shareholder value. Important elements of such a plan include:

� pre-established goals and objectives for each performance period;

� objective, measurable factors bearing on reported financial results and other metrics as the basis for any payments made under the
plan; and

� administrative oversight of the plan by the Compensation Committee.
The Board also believes that all amounts paid pursuant to such a plan should be deductible as a business expense of Cisco. Code Section 162(m)
limits the deductibility of bonuses paid to Cisco�s Chief Executive Officer and certain other executive officers, unless the plan under which they
are paid meets specified criteria, including shareholder approval.

Briefly, with respect to the EIP, Code Section 162(m) requires:

� bonuses to be paid pursuant to an objective formula;

� certification by the Compensation Committee that the performance goals in the formula have been satisfied; and

� that the shareholders of Cisco have approved the material terms of the EIP which include:

¡ the eligible participants;

¡ the individual bonus limit; and

¡ the objective performance goals under the heading �Maximum Bonus and Payout Criteria� below;
to ensure performance-based bonuses are fully deductible.

The Board believes the adoption of the EIP to be in the best interest of shareholders and recommends approval with respect to covered
employees and executive officers. If the EIP is not approved by Cisco�s shareholders, bonuses shall not be paid to covered employees or
executive officers under the EIP.
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Purpose of the EIP

The purpose of the EIP is to motivate and reward eligible employees by making a portion of their cash compensation dependent on the
achievement of certain objective performance goals related to the performance of Cisco and its affiliates. In accordance with Cisco�s
compensation policy that cash compensation should vary with company performance, a substantial part of each executive�s total cash
compensation may be tied to Cisco�s performance by way of performance-based bonuses under the EIP.

27

Edgar Filing: CISCO SYSTEMS INC - Form DEF 14A

Table of Contents 41



Table of Contents

Because of the fact-based nature of the performance-based compensation exception under Code Section 162(m) and the limited availability of
binding guidance thereunder, Cisco cannot guarantee that the awards under the EIP to covered employees will qualify for exemption under Code
Section 162(m). However, the intention of Cisco and the Compensation Committee is to administer the EIP in compliance with Code
Section 162(m) with respect to covered employees or participants who may become covered employees. If any provision of the EIP does not
comply with the requirements of Code Section 162(m), then such provision will be construed or deemed amended to the extent necessary to
conform to such requirements. With respect to all other participants, the EIP may be operated without regard to the constraints of Code
Section 162(m).

Participants

Individuals eligible for EIP awards are officers and key employees of Cisco (as determined by the Compensation Committee), which include
Cisco�s covered employees and executive officers. Each executive officer and each person who previously served as an executive officer during
fiscal 2007 and remains employed by Cisco and is an eligible employee, has an interest in Proposal No. 3. The number of key employees who
will participate in the EIP and the amount of EIP awards are not presently determinable.

Administration

The EIP will be administered by the Compensation Committee, which will have the authority to interpret the EIP, to establish performance
targets and to establish the amounts of awards payable under the EIP. The Compensation Committee may delegate, in whole or in part, its
administrative authority with respect to EIP awards to participants other than covered employees or executive officers.

Maximum Bonus and Payout Criteria

Bonus payments under the EIP may be made in cash only. The payment to each participant is based on an individual bonus target for the
performance period set by the Compensation Committee in writing and is directly related to the satisfaction of the applicable performance
goal(s) set by the Compensation Committee for such performance period. A performance goal is an objective formula or standard utilizing one
or more of the following factors and any objectively verifiable adjustment(s) thereto permitted and preestablished by the Compensation
Committee in accordance with Code Section 162(m): (i) operating income; (ii) earnings before interest, taxes, depreciation and amortization;
(iii) earnings; (iv) cash flow; (v) market share; (vi) sales, (vii) revenue; (viii) profits before interest and taxes; (ix) expenses; (x) cost of goods
sold; (xi) profit/loss or profit margin; (xii) working capital; (xiii) return on capital, equity or assets; (xiv) earnings per share; (xv) economic value
added; (xvi) stock price; (xvii) price/earnings ratio; (xviii) debt or debt-to-equity; (xix) accounts receivable; (xx) write-offs; (xxi) cash;
(xxii) assets; (xxiii) liquidity; (xxiv) operations; (xxv) intellectual property (e.g., patents); (xxvi) product development; (xxvii) regulatory
activity; (xxviii) manufacturing, production or inventory; (xxix) mergers and acquisitions or divestitures; (xxx) financings and/or
(xxxi) customer satisfaction, each with respect to Cisco and/or one or more of its affiliates or operating units. For example, see �Compensation
Discussion and Analysis�Variable Cash Incentive Awards� on page 48 of this Proxy Statement for the performance conditions and objectively
verifiable adjustments preestablished by the Compensation Committee for awards payable under the EIP for fiscal 2008 to current and future
covered employees and executive officers. The bonus payable to a participant who is not a covered employee may also be based on other factors
(including subjective factors). A performance period is any period up to 36 months in duration. The performance period(s) individual bonus
target(s) and performance goal(s) will be adopted by the Compensation Committee in its sole discretion with respect to each performance period
and, with respect to covered employees, must be adopted no later than the latest time permitted by the Internal Revenue Code in order for bonus
payments pursuant to the EIP to be deductible under Code Section 162(m).
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The actual amount of future bonus payments under the EIP is not presently determinable. However, the EIP provides that the maximum amount
of any Awards that can be paid under the Plan to any Participant during any performance period is $10,000,000. Further, the Compensation
Committee, in its sole discretion, may reduce or eliminate the amount of a participant�s bonus under the EIP to an amount below the amount
otherwise payable pursuant to the EIP formula. With respect to EIP awards to participants who are not subject to Code Section 162(m), the
Compensation Committee may use its discretion to increase the amount otherwise payable under the EIP award.

Payment of Awards

The payment of a bonus for a given performance period generally requires the participant to be employed by Cisco as of the date the bonus is
paid. Prior to the payment of any bonus under the EIP to covered employees, the Compensation Committee must make a determination, certified
in writing, that the conditions to payment for the applicable performance period have been satisfied. The payment of bonuses under the EIP must
be made in cash and occur within a reasonable period of time after the end of the applicable performance period but may occur sooner with
respect to EIP awards to participants who are not subject to the limitations of Code Section 162(m). Payment of bonuses under the EIP may also
be deferred for payment at a future date under the terms of the Deferred Compensation Plan (see the �Nonqualified Deferred Compensation�Fiscal
2007� table below).

Term and Amendment of EIP

The EIP will first become available for performance periods beginning in fiscal 2008. The EIP does not have a fixed termination date and may
be terminated by the Compensation Committee at any time, provided that such termination will not affect the payment of any award accrued
prior to the time of termination. The Compensation Committee may amend or suspend, and reinstate, the EIP at any time, provided that any such
amendment or reinstatement shall be subject to shareholder approval if required by Code Section 162(m), or any other applicable laws, rules or
regulations.

The summary of the EIP provided above is a summary of the principal features of the EIP. This summary, however, does not purport to be a
complete description of all of the provisions of the EIP. It is qualified in its entirety by reference to the full text of the EIP. A copy of the EIP has
been filed with the Securities and Exchange Commission with this Proxy Statement, and any shareholder who wishes to obtain a copy of the EIP
may do so by written request to the Secretary at Cisco�s headquarters in San Jose, California.
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New Plan Benefits

All awards to executive officers are based on actual performance during fiscal 2008 and are made at the discretion of the Compensation
Committee. Therefore, the benefits and amounts that will be received or allocated under the EIP are not determinable at this time. The following
table is for illustrative purposes only and provides certain summary information concerning dollar amounts of bonus plan benefits that would
have hypothetically been payable under the EIP if it had been in effect in fiscal 2007. As such, these hypothetical amounts are not necessarily
indicative of the amounts, if any, that will be paid under the EIP for fiscal 2008 performance. We have calculated these amounts using the
maximum customer satisfaction factors under the EIP for fiscal 2008, the individual performance factors for fiscal 2007 (with a factor of 2.0 for
the Chief Executive Officer), the year over year percentage increase in worldwide revenue and profits before interest and taxes for fiscal 2007
(applied against the percentage increase in revenue and operating income goals under the EIP for fiscal 2008) and participants� target award
percentages under the EIP for fiscal 2008. We have also used participants� base salaries as of the beginning of fiscal 2008 (except that for the
base salary of the Chief Executive Officer Cisco has used the market median base salary for chief executive officers in the peer group, which is
$1,121,000), which in the case of non-executive officer participants is an approximation since their bonuses will be calculated by reference to
their fiscal year end base salary, which information is not currently available.

Name and Principal Position
Dollar Value

($)
John T. Chambers

Chairman and Chief Executive Officer

$4,831,241

Dennis D. Powell

Executive Vice President, Chief Financial Officer

$1,506,960

Richard J. Justice

Executive Vice President, Worldwide Operations and Business Development

$2,184,000

Charles H. Giancarlo

Executive Vice President, Chief Development Officer

$1,856,400

Randy Pond

Executive Vice President, Operations Processes and Systems

$1,506,960

Executive Officer Group $16,639,255
Non-Executive Director Group �
Non-Executive Officer Employee Group

(vice president and higher)

$59,456,840

Recommendation of the Board of Directors

The Board of Directors recommends that the shareholders vote FOR the approval of the adoption of the Cisco Systems, Inc. Executive Incentive
Plan with respect to the covered employees and executive officers.
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PROPOSAL NO. 4

RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

General

Cisco is asking the shareholders to ratify the Audit Committee�s appointment of PricewaterhouseCoopers LLP as Cisco�s independent registered
public accounting firm for the fiscal year ending July 26, 2008. In the event the shareholders fail to ratify the appointment, the Audit Committee
will reconsider this appointment. Even if the appointment is ratified, the Audit Committee, in its discretion, may direct the appointment of a
different independent registered public accounting firm at any time during the year if the Audit Committee determines that such a change would
be in Cisco�s and its shareholders� best interests.

PricewaterhouseCoopers LLP has audited Cisco�s consolidated financial statements annually since Cisco�s 1988 fiscal year. Representatives of
PricewaterhouseCoopers LLP are expected to be present at the annual meeting and will have the opportunity to make a statement if they desire
to do so. It is also expected that those representatives will be available to respond to appropriate questions.

Principal Accountant Fees and Services

The following is a summary of the fees billed to Cisco by PricewaterhouseCoopers LLP for professional services rendered for the fiscal years
ended July 28, 2007 and July 29, 2006:

Fee Category Fiscal 2007 Fees Fiscal 2006 Fees
Audit Fees $ 15,536,000 $ 13,834,000
Audit-Related Fees 687,000 369,000
Tax Fees 1,403,000 986,000
All Other Fees 40,000 58,000

Total Fees $ 17,666,000 $ 15,247,000

Audit Fees.    Consists of fees billed for professional services rendered for the integrated audit of Cisco�s consolidated financial statements and of
its internal control over financial reporting, for review of the interim consolidated financial statements included in quarterly reports and for
services that are normally provided by PricewaterhouseCoopers LLP in connection with statutory and regulatory filings or engagements.

Audit-Related Fees.    Consists of fees billed for assurance and related services that are reasonably related to the performance of the audit or
review of Cisco�s consolidated financial statements and are not reported under �Audit Fees.� These services include employee benefit plan audits,
accounting consultations in connection with transactions, attest services that are not required by statute or regulation, and consultations
concerning financial accounting and reporting standards.

Tax Fees.    Consists of fees billed for professional services for tax compliance, tax advice and tax planning. These services include assistance
regarding federal, state and international tax compliance, assistance with tax reporting requirements and audit compliance, assistance with
customs and duties compliance, value-added tax compliance, mergers and acquisitions tax compliance, and tax advice on international, federal
and state tax matters. None of these services were provided under contingent fee arrangements. Tax compliance fees were $1,367,000 and
$979,000 in fiscal 2007 and fiscal 2006, respectively. All other tax fees were $36,000 and $7,000 in fiscal 2007 and fiscal 2006, respectively.

All Other Fees.    Consists of fees for products and services other than the services reported above. These services included expatriate relocation
coordination services provided to Cisco employees on international job
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assignments, translation of filings, and other miscellaneous services. No management consulting services were provided.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Registered Public Accounting
Firm

The Audit Committee�s policy is to pre-approve all audit and permissible non-audit services to be provided by the independent registered public
accounting firm. These services may include audit services, audit-related services, tax services and other services. Pre-approval is generally
provided for up to one year and any pre-approval is detailed as to the particular service or category of services and is generally subject to a
specific budget. The independent registered public accounting firm and management are required to report periodically to the Audit Committee
regarding the extent of services provided by the independent registered public accounting firm in accordance with this pre-approval, and the fees
for the services performed to date. The Audit Committee may also pre-approve particular services on a case-by-case basis.

Recommendation of the Board of Directors

The Board of Directors recommends that the shareholders vote FOR the ratification of the appointment of PricewaterhouseCoopers LLP to
serve as Cisco�s independent registered public accounting firm for the fiscal year ending July 26, 2008.
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PROPOSAL NO. 5

SHAREHOLDER PROPOSAL

John C. Harrington, 1001 2nd Street, Suite 325, Napa, California 94559, a beneficial owner of 300 shares of Cisco common stock, joined by
other filers (whose names, addresses and shareholdings will be provided by Cisco promptly upon receipt by Cisco Investor Relations of any oral
or written request), have notified us that they intend to present the following proposal at the annual meeting:

Shareholder Proposal

BOARD COMMITTEE ON HUMAN RIGHTS

RESOLVED: To amend the corporate Bylaws, by inserting the following new Article 5.08:

Article 5.08

Board Committee on Human Rights

a. There is established a Board Committee on Human Rights, which is created and authorized to monitor the ongoing implications of
company policies, above and beyond matters of legal compliance, for the human rights of individuals in the US and worldwide.

b. The Board of Directors is authorized in its discretion consistent with these Bylaws and applicable law to (1) select the members of
the Board Committee on Human Rights, (2) provide said committee with funds for operating expenses, (3) adopt regulations or
guidelines to govern said Committee�s operations, (4) empower said Committee to solicit public input and (5) any other measures
within the Board�s discretion consistent with these Bylaws and applicable law.

c. Nothing herein shall restrict the power of the Board of Directors to manage the business and affairs of the company. The Board
Committee on Human Rights shall not incur any costs to the company except as authorized by the Board of Directors.

Supporting Statement

The proposed Bylaw would establish a Board Committee on Human Rights which would monitor human rights issues raised by the company�s
activities and policies. We believe the proposed Board Committee on Human Rights could be an effective mechanism for addressing the human
rights implications of the company�s activities and policies on issues such as these, as they emerge anywhere in the world. In defining �human
rights,� proponents suggest that the committee could use the US Bill of Rights and the Universal Declaration of Human Rights as nonbinding
benchmark or reference documents.

Cisco�s Statement in Opposition to Proposal No. 5

The Board of Directors believes this proposal does not serve the best interests of Cisco or its shareholders and recommends a vote
AGAINST it.

We regard human rights issues seriously and strive to promote, among other things, the worldwide improvement of human rights. Our codes of
conduct, employee policies and guidelines substantially incorporate laws and ethical principles including those pertaining to freedom of
association, non-discrimination, privacy, collective bargaining, compulsory and child labor, immigration and wages and hours. We share the
proponents� ongoing concerns for human rights and are continually addressing these issues within our business practices and the communities in
which we operate. We are committed to evolving and enhancing these practices. However,
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we believe that an amendment to our bylaws to establish a board committee on human rights is unnecessary in light of our established policies,
practices and procedures relating to human rights.

Cisco strives to treat employees, and the communities in which we operate, with respect and dignity. We are a supporter of the United Nations
Global Compact, and have participated in this initiative since 2001. In 2005, we began issuing annually a Corporate Citizenship Report that
addresses our performance in areas including human rights generally, our progress towards the principles of the United Nations Global Compact,
employee welfare, diversity, training and development, supplier diversity and ethics, environmental impact of product design and lifecycle and
our facilities and operations, and our social investments across the world. We plan to publish our third annual Corporate Citizenship Report in
the fall of 2007, and we intend to issue regular updates thereafter which are expected to provide updated comparative data of our objectives,
goals, targets and measures.

Our management invests significant time and resources to ensure that our activities and policies promote and are consistent with our goals and
initiatives regarding the improvement of human rights. Our sustainable business practices team in partnership with functional Cisco business
leaders endeavors to continuously improve our Corporate Social Responsibility (CSR) programs. In particular, the sustainable business practices
team engages with our global stakeholders to identify emerging issues and then evaluates our CSR performance by assessing our social, ethical
and environmental practices and policies. Together with the appropriate Cisco business leaders, we drive change, where necessary, to enhance
the performance of our core business operations. Information about stakeholder engagement and Cisco�s CSR governance can be found on our
Corporate Social Responsibility website at www.cisco.com, by clicking on �About Cisco,� then on �Corporate Social Responsibility,� and then on
�Sustainable Business Practices.� Also, we maintain a specific corporate policy on human rights and other codes and policies addressing human
rights, all of which are publicly available through or described on our Corporate Social Responsibility website.

As described above, we have implemented policies, practices and procedures relating to human rights. We believe the substantial resources and
attention Cisco�s management devotes to human rights issues demonstrates Cisco�s commitment to the underlying subject matter of the proposal.
Through the sustainable business practices team, various CSR issue related councils and the other measures we currently have in place, we
believe that the Board is able to effectively oversee the impact Cisco�s policies and activities have on human rights globally. Accordingly, we
believe that the action provided for in the proposal is unnecessary.

Recommendation of the Board of Directors

For all the reasons set forth above, the Board of Directors recommends a vote AGAINST Proposal No. 5.
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PROPOSAL NO. 6

SHAREHOLDER PROPOSAL

The United Brotherhood of Carpenters Pension Fund, 101 Constitution Avenue, N.W., Washington, D.C. 20001, a beneficial owner of 110,100
shares of Cisco common stock, has notified us that it intends to present the following proposal at the annual meeting:

Shareholder Proposal

Pay-for-Superior-Performance Proposal

Resolved: That the shareholders of Cisco Systems, Inc. (�Company�) request that the Board of Director�s Executive Compensation Committee
establish a pay-for-superior-performance standard in the Company�s executive compensation plan for senior executives (�Plan�), by incorporating
the following principles into the Plan:

1. The annual incentive or bonus component of the Plan should utilize defined financial performance criteria benchmarked against a
disclosed peer group of companies, and provide that an annual bonus should be awarded only when the Company�s performance
exceeds its peers� median or mean performance on the selected financial criteria;

2. The long-term compensation component of the Plan should utilize defined financial and/or stock price performance criteria
benchmarked against a disclosed peer group of companies. Options, restricted shares, or other equity or non-equity compensation
used in the Plan should be structured so that compensation is received only when the Company�s performance exceeds its peers�
median or mean performance on the selected financial and stock price performance criteria; and

3. Plan disclosure should be sufficient to allow shareholders to determine and monitor the pay and performance correlation established
in the Plan.

Supporting Statement

We feel it is imperative that compensation plans for senior executives be designed and implemented to promote long-term corporate value. A
critical design feature of a well-conceived executive compensation plan is a close correlation between the level of pay and the level of corporate
performance relative to industry peers. We believe the failure to tie executive compensation to superior corporate performance; that is,
performance exceeding peer group performance, has fueled the escalation of executive compensation and detracted from the goal of enhancing
long-term corporate value.

We believe that common compensation practices have contributed to excessive executive compensation. Compensation committees typically
target senior executive total compensation at the median level of a selected peer group, then they design any annual and long-term incentive plan
performance criteria and benchmarks to deliver a significant portion of the total compensation target regardless of the company�s performance
relative to its peers. High total compensation targets combined with less than rigorous performance benchmarks yield a pattern of
superior-pay-for-average-performance. The problem is exacerbated when companies include annual bonus payments among earnings used to
calculate supplemental executive retirement plan (SERP) benefit levels, guaranteeing excessive levels of lifetime income through inflated
pension payments.

We believe the Company�s Plan fails to promote the pay-for-superior-performance principle. Our Proposal offers a straightforward solution: The
Compensation Committee should establish and disclose financial and stock price performance criteria and set peer group-related performance
benchmarks that permit awards or payouts in its annual and long-term incentive compensation plans only when the Company�s performance
exceeds the
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median of its peer group. A senior executive compensation plan based on sound pay-for-superior-performance principles will help moderate
excessive executive compensation and create competitive compensation incentives that will focus senior executives on building sustainable
long-term corporate value.

Cisco�s Statement in Opposition to Proposal No. 6

The Board of Directors believes this proposal does not serve the best interests of Cisco or its shareholders and recommends a vote
AGAINST it.

Our Board of Directors and the Compensation Committee support performance-based compensation arrangements as a cornerstone component
of executive compensation. One of the central principles underlying our incentive programs and compensation philosophy is pay for
performance. A significant portion of our total direct compensation for executive officers consists of performance-based compensation in the
form of annual bonuses and stock options and/or restricted stock or stock units, and the Compensation Committee benchmarks against a relevant
peer group of companies. The base salary for our Chief Executive Officer is targeted at or below the 50th percentile of our peer group and the
base salaries for other named executive officers are targeted at the 50th percentile of our peer group. For fiscal 2008, the bonuses for executive
officers are expected to be paid pursuant to a plan compliant with Section 162(m) of the Internal Revenue Code (�Code Section 162(m)�) that is
performance-based and subject to shareholder approval (see Proposal No. 3 on page 27). In addition, stock options are inherently
performance-based because they only have value to the recipients if the price of Cisco�s common stock appreciates after the options are granted.

We believe it is in the best interests of our shareholders that our Compensation Committee is able to implement a flexible executive
compensation program that rewards executive officers for their performance, based on the objectives it seeks to achieve from time to time
through the exercise of its fiduciary duties to shareholders. The current structure allows our Compensation Committee to reward long-term,
strategic decisions that we believe are beneficial to Cisco even though such decisions may not result in immediate returns for Cisco. It also
enables independent members of our Board of Directors to freely exercise their best judgment in compensation matters from time to time based
on our strategic needs and initiatives. By contrast, this proposal would limit our Compensation Committee�s ability to calibrate and tailor the
appropriate amount of incentive and long-term compensation to be paid to our executive officers according to the best judgment of the members
of that committee.

We also believe that an exclusive focus on peer financial performance is inappropriate. The proposal does not take into account the facts that
different companies, although in the same peer group, could be not comparable because, among other things, they are in different stages of
growth, subject to different regulatory and legal requirements, reporting financial information differently than Cisco or simply in different
geographic areas. The Compensation Committee also believes that a formula that measures certain financial metrics cannot be developed to fit
all members of a peer group. Accordingly, we believe that the methodology provided for in the proposal is arbitrary and could result in situations
where executive officers are unnecessarily penalized, rather than rewarded, for their performance and vice versa. For example, relying solely on
a measurement of performance measured against the performance of peers may lead to a counterintuitive result as Cisco may outperform its peer
group during a down market, leading to miscompensation of its executive officers�in a direction we do not believe is the goal of the
proponents�for reasons related to industry structure rather than to company performance per se.

In summary, this proposal would restrict the Compensation Committee�s choice of compensation alternatives that may be in the best interests of
shareholders and would unduly constrain Cisco�s ability to respond to market trends, to design executive compensation to achieve our strategic
business goals and to reward outstanding performance. By seeking to limit the Compensation Committee�s flexibility in designing and
implementing executive compensation programs, the proposal would also place Cisco at a competitive
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disadvantage in attracting and retaining top executive talent. Therefore, we do not believe the proposal is in the best interest of Cisco or our
shareholders.

Recommendation of the Board of Directors

For all the reasons set forth above, the Board of Directors recommends a vote AGAINST Proposal No. 6.
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PROPOSAL NO. 7

SHAREHOLDER PROPOSAL

Christian Brothers Investment Services, Inc., 90 Park Avenue, 29th Floor, New York, New York 10016-1301, a beneficial owner of 595,095
shares of Cisco common stock, joined by other filers (whose names, addresses and shareholdings will be provided by Cisco promptly upon
receipt by Cisco Investor Relations of any oral or written request), have notified us that they intend to present the following proposal at the
annual meeting:

Shareholder Proposal

RESOLVED, that shareholders of Cisco Systems Inc. urge the board of directors to adopt a policy that Company shareholders be given the
opportunity at each annual meeting of shareholders to vote on an advisory resolution, to be proposed by management, to ratify the compensation
of the named executive officers (�NEOs�) set forth in the proxy statement�s Summary Compensation Table (the �SCT�) and the accompanying
narrative disclosure of material factors provided to understand the SCT (but not the Compensation Discussion and Analysis). The proposal
submitted to shareholders should make clear that the vote is non-binding and would not affect any compensation paid or awarded to any NEO.

Supporting Statement

Investors are increasingly concerned about mushrooming executive compensation which sometimes appears to be insufficiently aligned with the
creation of shareholder value. Media and government focus on back dating of stock options has increased investor concern. This proposed
reform can help rebuild investor confidence.

The SEC has created a new rule, with record support from investors, requiring companies to disclose additional information about compensation
and perquisites for top executives. The rule went into effect this year. In establishing the rule the SEC has made it clear that it is the role of
market forces, not the SEC, to provide checks and balances on compensation practices.

According to a Forbes Special Report on CEO Compensation (05/03/07), CEO John Chamber�s total compensation package was $71.33 million
though his salary and bonus was under $2 million.

We believe that existing U.S. corporate governance arrangements, including SEC rules and stock exchange listing standards, do not provide
shareholders with enough mechanisms for providing input to boards on senior executive compensation. In contrast to U.S. practices, in the
United Kingdom, public companies allow shareholders to cast an advisory vote on the �directors� remuneration report,� which discloses executive
compensation. Such a vote isn�t binding, but gives shareholders a clear voice that could help shape senior executive compensation.

While U.S. stock exchange listing standards require shareholder approval of equity-based plans, shareholders have no mechanism to provide
feedback on overall compensation. Withholding votes from compensation committee members standing for reelection is a blunt instrument for
registering dissatisfaction with the way the compensation committee has administered compensation plans and policies in the previous year.

The House of Representatives voted for an Advisory Vote process by a 2 to 1 margin.

Aflac has already agreed to adopt this policy and a number of companies are working with investors to study the ways in which this practice
could be practically implemented in the U.S. market. This particular resolution is regularly receiving votes between 40 and 50% in favor, a
remarkable showing for a new issue.
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Accordingly, we urge Cisco�s board to allow shareholders to express their opinion about senior executive compensation at our company by
establishing an annual referendum process. The results of such a vote would, we think, provide the board and management with useful
information about whether shareholders view the company�s senior executive compensation, as reported each year, are in shareholders� best
interests.

Cisco�s Statement in Opposition to Proposal No. 7

The Board of Directors believes this proposal does not serve the best interests of Cisco or its shareholders and recommends a vote
AGAINST it.

We recognize that executive compensation is an important matter for our shareholders and appreciate the underlying goal of the proposal, which
is to provide shareholders with a means to convey their views regarding executive compensation. However, we believe that passage of this
proposal would actually provide a relatively ineffective and potentially counter-productive means for shareholders to express their views on this
important subject, and is unnecessary because shareholders already have more effective ways to communicate their views on executive
compensation directly to the Board of Directors, including members of the Compensation Committee.

We believe that our Compensation Committee is in the best position to determine the proper structure of executive compensation and that the
advisory vote called for by this proposal would not enhance the Board of Directors� executive compensation process. The Compensation
Committee consists entirely of independent directors and is responsible for maintaining an executive compensation program designed to attract,
motivate and retain the most highly talented and experienced leadership for Cisco. The Board of Directors has adopted a charter which sets forth
this committee�s responsibilities and duties, a copy of which is available in the Investor Relations section of Cisco�s web site at www.cisco.com.
The Compensation Committee held nine meetings during the course of the last fiscal year, which were substantially devoted to the subject of
executive compensation. The Compensation Committee also engages an independent compensation consultant to help it design the
compensation packages for Cisco�s executive officers in a manner that provides appropriate incentives and is competitive with our peer group,
taking into account factors such as industry trends and shareholder preferences.

We also believe that an advisory vote would not provide the Compensation Committee with meaningful guidance in considering its
compensation philosophy and program or in making specific compensation decisions, because the vote would not communicate specific
shareholder views or concerns regarding executive compensation packages. In addition, more effective methods of communicating feedback to
the Board of Directors and Compensation Committee are already provided for under our corporate governance policies. Shareholders can
communicate directly with our Board of Directors by sending an email or writing to them, as described under �Shareholder Communications with
the Board of Directors� on page 15 of this Proxy Statement. Unlike an advisory vote, which leaves the meaning of shareholder approval or
disapproval open to speculation, direct communications between shareholders and the Board of Directors allow shareholders to voice specific
observations and to communicate clearly and effectively with our Board of Directors.

Additionally, because the issue of a shareholder vote on executive compensation decisions is the subject of proposed legislation by the federal
government, we believe passage of this proposal would be premature and might inappropriately subject Cisco to standards that are different or in
addition to standards applicable to the members of our peer group.

Recommendation of the Board of Directors

For all the reasons set forth above, the Board of Directors recommends a vote AGAINST Proposal No. 7.
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PROPOSAL NO. 8

SHAREHOLDER PROPOSAL

Boston Common Asset Management, LLC, 84 State Street, Suite 1000, Boston, Massachusetts 02109, a beneficial owner of 133,468 shares of
Cisco common stock, joined by other filers (whose names, addresses and shareholdings will be provided by Cisco promptly upon receipt by
Cisco Investor Relations of any oral or written request), have notified us that they intend to present the following proposal at the meeting:

Shareholder Proposal

INTERNET FRAGMENTATION REPORT

WHEREAS:

On February 15, 2006, Cisco Systems, Yahoo, Google and Microsoft testified before the Committee on International Relations of the U.S.
House of Representatives about alleged complicity in human rights violations in China;

Mark Chandler, General Counsel of Cisco Systems, testified that:

�Some countries have chosen to restrict or limit access to information on the Internet based on political considerations�. While many have
commented on the activities of the Chinese government in this regard, the issue is, in fact, global. Some Middle Eastern countries block sites
critical of their leadership.�

�Efforts are underway� to balkanize the Internet. Policies which promote that�even inadvertently�will undermine rather than support the many
projects which help users evade censorship and will exacerbate rather than solve the problems we are discussing today.�

�The liberating power of the Internet depends on its existence as one global Internet. �Any policies in this area should, we believe, proceed from
the realization that its very global nature provides a unique tool for the dissemination of ideas and cultivation of freedoms. We should do nothing
to disturb its promise.�

Cisco sells its products, including Internet and surveillance technology, primarily through resellers, to government agencies and state-owned
entities throughout the world. The U.S. State Department and others have documented how various governments, including several governments
with which our Company does business, monitor, censor and jail Internet users, through manipulation of Internet technology.

Mr. Chandler testified that the key to the growth of the Internet �has been the standardization of one global network. This has been and remains
the core of Cisco�s mission.�

In October 1998, Cisco announced it was selected as a key supplier for building China�s nation-wide IP backbone. China�s network has been
called �the Great Firewall of China�, and has become synonymous with the censored, closed network which, according to Mr. Chandler, threatens
the realization of Cisco�s core mission.

The US State Department has also documented concerted efforts to thwart the development of one global Internet in Saudi Arabia, where Cisco
recently announced a five year investment of over $265 Million and has over 150 Cisco Partners.

Legislation was introduced in the House prohibiting, �business from cooperating with officials of Internet-restricting countries in effecting the
political censorship of on-line content.� The proposed legislation currently provides for both fines and jail time (The Global Online Freedom Act
of 2006 (H.R. 4780)).
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RESOLVED:

Shareholders request the Board to publish a report to shareholders within six months, at reasonable expense and omitting proprietary
information, providing a summarized listing and assessment of concrete steps the company could reasonably take to reduce the likelihood that its
business practices might enable or encourage the violation of human rights, including freedom of expression and privacy, or otherwise
encourage or enable fragmentation of the Internet.

Supporting Statement

The requested study should include a company-wide review of company policies, practices and indicators related to the impact of the company�s
activities on fundamental human rights and the development of a fragmented Internet.

Cisco�s Statement in Opposition to Proposal No. 8

The Board of Directors believes this proposal does not serve the best interests of Cisco or its shareholders and recommends a vote
AGAINST it.

Cisco�s products are helping to drive the greatest global expansion of information availability and individual expression in the history of the
planet. Our business practices are designed to and strive to promote, among other things, freedom of expression, privacy and other fundamental
personal freedoms. Our codes of conduct, employee policies and guidelines reflect this design and incorporate a variety of laws and ethical
principles including those pertaining to personal freedoms. Our products have been instrumental in the evolution of the Internet into the medium
it is today, providing access, expression and community across the globe. We share the proponents� desire to promote human rights, including
freedom of expression, access and community, and are continually evaluating and addressing these issues within our business practices and the
communities in which we operate. We are committed to evolving and enhancing these practices. We also have a strict requirement of
compliance with U.S. Government policies, designed in part to reflect human rights concerns, regarding the export and use of our products.
Therefore, we believe that the preparation of the report requested by this proposal is unnecessary in light of our current efforts and established
policies and practices relating to human rights.

Our management invests significant time and resources to ensure that our activities and policies promote and are consistent with our goals and
initiatives regarding the improvement of human rights. Our sustainable business practices team in partnership with functional Cisco business
leaders endeavors to continuously improve our Corporate Social Responsibility (CSR) programs. In particular, the sustainable business practices
team engages with our global stakeholders to identify emerging issues and then evaluates our CSR performance by assessing our social, ethical
and environmental practices and policies. Together with the appropriate Cisco business leaders, we drive change, where necessary, to enhance
the performance of our core business operations. Information about stakeholder engagement and Cisco�s CSR governance can be found on our
Corporate Social Responsibility website at www.cisco.com, by clicking on �About Cisco,� then on �Corporate Social Responsibility,� and then on
�Sustainable Business Practices.� Also, we maintain a specific corporate policy on human rights and other codes and policies addressing human
rights, all of which are publicly available through or described on our Corporate Social Responsibility website.

In 2005, we issued our first annual Corporate Citizenship Report, which addresses our performance in areas including human rights generally,
our progress towards the principles of the United Nations Global Compact, employee welfare, diversity, training and development, supplier
diversity and ethics, environmental impact of product design and lifecycle and our facilities and operations, and our social investments across the
world. We plan to publish our third annual Corporate Citizenship Report in the fall of 2007, and we intend to issue regular updates thereafter
which are expected to provide updated comparative data of our objectives, goals, targets and
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measures. We believe the preparation and issuance of this report, together with future updates, addresses the intent of the proponents� proposal.

As described above, we have implemented policies and practices relating to human rights which are publicly available to shareholders, and are
continually in the process of further developing and implementing such measures. Our Corporate Citizenship Report coupled with our existing,
and continually evolving, policies and practices relating to human rights effectively address the request contained in this proposal. Additionally,
we believe our business practices support the benefits of Internet access to information on a global basis in ways that would not otherwise be
possible. We believe that the preparation of an additional report as requested by the proponents is unnecessary, and we believe that the interests
of our shareholders will best be served if we continue to focus our efforts on further developing and implementing our human rights policies and
practices and on providing Internet access globally.

Recommendation of the Board of Directors

For all the reasons set forth above, the Board of Directors recommends a vote AGAINST Proposal No. 8.
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OWNERSHIP OF SECURITIES

The following table sets forth information known to Cisco with respect to beneficial ownership of Cisco common stock as of July 28, 2007 for
(i) each director and nominee, (ii) each holder of 5.0% or greater of Cisco common stock, (iii) Cisco�s Chief Executive Officer, Chief Financial
Officer and the three most highly compensated executive officers (other than the Chief Executive Officer and Chief Financial Officer) named in
the table entitled �Summary Compensation Table�Fiscal 2007� below (the �named executive officers�) and (iv) all executive officers and directors as
a group.

Beneficial ownership is determined under the rules of the Securities and Exchange Commission and generally includes voting or investment
power with respect to securities. Except as indicated in the footnotes to this table and pursuant to applicable community property laws, to Cisco�s
knowledge the persons named in the table below have sole voting and investment power with respect to all shares of common stock beneficially
owned. The number of shares beneficially owned by each person or group as of July 28, 2007 includes shares of common stock that such person
or group had the right to acquire on or within 60 days after July 28, 2007, including, but not limited to, upon the exercise of options or the
vesting of restricted stock units. References to options in the footnotes of the table below include only options to purchase shares that were
exercisable on or within 60 days after July 28, 2007 and references to restricted stock units in the footnotes of the table below include only
restricted stock units that would vest and settle on or within 60 days after July 28, 2007. For each individual and group included in the table
below, percentage ownership is calculated by dividing the number of shares beneficially owned by such person or group by the sum of the
6,100,297,000 shares of common stock outstanding on July 28, 2007 plus the number of shares of common stock that such person or group had
the right to acquire on or within 60 days after July 28, 2007.

Name
Number of Shares
Beneficially Owned

Percent
Owned

Barclays Global Investors, NA, et al (1) 305,495,282 5.0
Carol A. Bartz (2) 253,872 *
M. Michele Burns (3) 112,704 *
Michael D. Capellas (4) 71,409 *
Larry R. Carter (5) 3,487,050 *
John T. Chambers (6) 26,652,300 *
Charles H. Giancarlo (7) 5,221,011 *
Brian L. Halla (8) 58,489 *
Dr. John L. Hennessy (9) 130,022 *
Richard J. Justice (10) 2,187,301 *
Richard M. Kovacevich (11) 115,629 *
Roderick C. McGeary (12) 120,000 *
Randy Pond (13) 3,283,990 *
Dennis D. Powell (14) 1,022,941 *
Michael K. Powell (15) 50,000 *
Steven M. West (16) 157,189 *
Jerry Yang (17) 179,596 *
All executive officers and directors as a group (20 Persons)(18) 48,684,820 *

   * Less than one percent.

  (1) Based on information set forth in a Schedule 13G filed with the Securities and Exchange Commission on January 23, 2007 by Barclays
Global Investors, NA and certain related entities, reporting sole power to vote or direct the vote over 266,602,312 shares and sole power
to dispose or direct the disposition of 305,495,282 shares. The address of Barclays Global Investors, NA is 45 Fremont Street, San
Francisco, CA 94105.
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  (2) Includes 96,244 shares held by the Carol Ann Bartz (Living) Trust, 2,628 shares held by Ms. Bartz�s spouse and options to purchase
150,000 shares.

  (3) Includes options to purchase 105,000 shares.

  (4) Includes options to purchase 65,000 shares.

  (5) Includes 2,588 shares held by the Carter Revocable Trust dated October 18, 1994 and options to purchase 3,449,333 shares. Mr. Carter
holds one share in a Cisco subsidiary to meet local statutory shareholder requirements.

  (6) Includes 680,309 shares held in grantor retained annuity trusts and options to purchase 22,931,667 shares.

  (7) Includes 664,330 shares held in the Giancarlo Family Trust, 800 shares held in trust for the benefit of each of Mr. Giancarlo�s
two daughters, options to purchase 4,524,999 shares and 20,000 shares subject to restricted stock units.

  (8) Includes options to purchase 50,000 shares.

  (9) Includes 5,022 shares held in the Hennessy 1993 Revocable Trust, and options to purchase 120,000 shares.

(10) Includes 9,460 shares held by the 1990 Justice Family Trust, options to purchase 2,147,917 shares and 20,000 shares subject to restricted
stock units. Mr. Justice holds one share in a Cisco subsidiary to meet local statutory shareholder requirements.

(11) Includes 21,215 shares held in the Richard & Mary Jo Kovacevich 2001 Trust, 49 shares held by Mr. Kovacevich�s spouse, and options to
purchase 85,000 shares.

(12) Includes options to purchase 85,000 shares.

(13) Includes 36,484 shares held by the Randall & Cynthia Pond Revocable Living Trust, 7,500 shares held by the Pond Family Foundation,
48,984 shares pledged as security, options to purchase 3,197,250 shares and 20,000 shares subject to restricted stock units.

(14) Includes options to purchase 990,749 shares and 20,000 shares. Mr. Powell holds one share in a Cisco subsidiary to meet local statutory
shareholder requirements.

(15) Represents options to purchase 50,000 shares.

(16) Represents 1,789 shares held by the West-Karam Family Trust, 400 shares held by Mr. West�s spouse and options to purchase 150,000
shares.
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(17) Represents 34,993 shares held in the Jerry Yang 1996 Charitable Remainder Trust, 4,603 shares held in the Jerry Yang 1996 Revocable
Trust and options to purchase 135,000 shares.

(18) Includes options to purchase 43,431,199 shares and 147,000 shares subject to restricted stock units. Three Cisco executive officers each
hold one share in a Cisco subsidiary to meet local statutory shareholder requirements.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires Cisco�s executive officers, directors and persons who own more than 10% of
Cisco�s common stock to file reports of ownership and changes in ownership with the Securities and Exchange Commission. These persons are
required to provide Cisco with copies of all Section 16(a) forms that they file. Based solely on Cisco�s review of these forms and written
representations from the executive officers and directors, Cisco believes that all Section 16(a) filing requirements were met during fiscal 2007. A
late report was filed on behalf of Roderick C. McGeary relating to two fiscal 2006 transactions, each involving 324 shares. This report was
promptly filed upon discovery that a report covering such transactions was not filed on time.
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

Compensation Discussion and Analysis

This discussion describes Cisco�s compensation program for the five named executive officers, namely, Cisco�s Chief Executive Officer, Chief
Financial Officer and the three most highly compensated executive officers (other than the Chief Executive Officer and Chief Financial Officer)
in fiscal 2007.

Compensation Philosophy and Objectives

Cisco�s executive compensation program is overseen by Cisco�s Compensation Committee, the basic responsibility of which is to review the
performance and development of Cisco�s management in achieving corporate goals and objectives and to assure that Cisco�s executive officers are
compensated effectively in a manner consistent with Cisco�s strategy, competitive practice, sound corporate governance principles and
shareholder interests. Cisco operates in the extremely competitive and rapidly changing information technology industry. The Compensation
Committee believes that the compensation programs for Cisco�s named executive officers should be designed to attract, motivate and retain
talented executives responsible for the success of Cisco and should be determined within a framework that rewards performance. Within this
overall philosophy, the Compensation Committee�s objectives are to:

� Offer a total compensation program that is flexible and takes into consideration the compensation practices of a group of specifically
identified peer companies (the �Peer Group�).

� Provide annual variable cash incentive awards that take into account Cisco�s satisfaction of designated financial and non-financial
objectives.

� Align the financial interests of executive officers with those of shareholders by providing appropriate long-term, equity-based
incentives, retention awards and stock ownership guidelines.

The core of Cisco�s executive compensation policy is to pay for performance. The percentage of each named executive officer�s total
compensation that is performance-based is targeted to exceed 90%. In addition, no named executive officer has an employment agreement with
guaranteed bonuses, perquisites, a special pension arrangement, above-market interest on deferred compensation, severance or change in control
arrangements, although Cisco has arrangements that provide for acceleration of vesting of equity awards in the case of death or terminal illness
of the named executive officer or if Cisco is acquired under certain limited circumstances. See �Potential Payments Upon Termination or Change
in Control� below.
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Compensation Process

In its process for deciding how to compensate Cisco�s named executive officers, the Compensation Committee considers the competitive market
data provided by its independent compensation consultant and Cisco�s human resources staff. For fiscal 2007, the Compensation Committee
engaged its independent compensation consultant, Frederic W. Cook & Co., Inc. (�FWC�), to provide advice and recommendations on competitive
market practices and specific compensation decisions. For purposes of evaluating competitive practices, the Compensation Committee, with
assistance from FWC, identified criteria to select a list of 26 companies which comprise the Peer Group. The Peer Group consists of major
information technology companies with related Global Industrial Classification System (GICS) codes, market capitalizations greater than
$25 billion and revenues greater than $5 billion, and general industry peer companies with market capitalizations of greater than $100 billion
that have similar pay models and practices. The Peer Group is as follows:

ADP General Electric Pepsico
Altria Google Pfizer
Apple Hewlett-Packard Procter & Gamble
Applied Materials IBM Qualcomm
AT&T Intel Texas Instruments
Coca-Cola Johnson & Johnson Verizon
Dell Microsoft Wal-Mart
eBay Motorola Yahoo!
EMC Oracle

The positions of Cisco�s Chief Executive Officer and the other named executive officers were compared with those of their counterparts in the
Peer Group, and the market compensation levels for comparable positions were examined to help determine base salaries, annual cash
incentives, total cash compensation, long-term incentive grant values and total compensation. In making its annual compensation decisions for
named executive officers, the Compensation Committee considers the value of each item of compensation that the executives are eligible for,
both separately and in the aggregate, and on both an ongoing basis as an active employee and following termination of employment. For
example, the Compensation Committee takes into account existing accumulations of vested and unvested equity in making stock option and
restricted stock/unit grant decisions and, as discussed below, takes into account the Chief Executive Officer�s prior equity compensation
accumulations in establishing his long-term incentive compensation targets.

The Compensation Committee retains and does not delegate any of its exclusive power to determine all matters of executive compensation and
benefits, although the Chief Executive Officer and the Human Resources Department present compensation and benefit proposals to the
Compensation Committee. FWC works directly with the Compensation Committee (and not on behalf of management) to assist the
Compensation Committee in satisfying its responsibilities and will undertake no projects for management except at the request of the
Compensation Committee chair and in the capacity of the Compensation Committee�s agent. To date, FWC has not undertaken any projects for
management.

In determining executive compensation, the Compensation Committee also considers, among other factors, the possible tax consequences to
Cisco and to its executives. However, tax consequences, including tax deductibility by Cisco, are subject to many factors (such as changes in the
tax laws and regulations or interpretations thereof and the timing and nature of various decisions by executives regarding options and other
rights) that are beyond the control of either the Compensation Committee or Cisco. In addition, the Compensation Committee believes that it is
important for it to retain maximum flexibility in designing compensation programs. For all of the foregoing reasons, the Compensation
Committee, while considering tax deductibility as one of its factors in determining compensation, will not limit compensation to those levels or
types of compensation that are intended to be deductible. The Compensation Committee will, of course, consider alternative forms of
compensation, consistent with its compensation goals, that preserve deductibility. In fact,
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Cisco is currently requesting shareholders to approve two proposals that are intended to preserve full deductibility of cash bonuses and income
from the vesting of restricted stock units. The Compensation Committee considers the accounting consequences to Cisco of different
compensation decisions and the impact on shareholder dilution; however, neither of these factors by themselves will compel a particular
compensation decision.

Compensation Components

Historically, Cisco has implemented the typical Silicon Valley pay model of providing total compensation consisting of base salaries, annual
cash bonuses and annual stock options to its named executive officers. Under this pay model, cash compensation is low relative to annual stock
option awards. As noted above, the Compensation Committee retained FWC to provide, among other things, its recommendations on
competitive Peer Group pay practices. FWC conducted a study of Peer Group pay practices to develop its recommendations, and concluded that
base salaries and target bonuses for the named executive officers were below the 50th percentile of the Peer Group. Through this study, FWC
also determined that fiscal 2007 long-term, equity-based incentive grant values for named executive officers were at the 50th percentile of the
Peer Group on average, but well below the targeted 75th percentile. The three material elements of Cisco�s executive officer compensation
continue to be: (i) base salary, (ii) variable cash incentive awards and (iii) long-term, equity-based incentive awards. As reflected in the
�Summary Compensation Table�Fiscal 2007� below, for fiscal 2007 over 90% of actual total compensation paid to each named executive officer
was performance-based, reflecting Cisco�s core compensation philosophy to pay for performance.

Based on the FWC study, and as described in greater detail below, for named executive officers other than the Chief Executive Officer, the
Compensation Committee decided that for retention purposes it would provide competitive cash compensation and set base salaries and target
overall annual cash compensation with reference to the 50th percentile of the Peer Group. Long-term, equity-based incentive awards would
continue to be targeted at the 75th percentile of the Peer Group and overall total target compensation at the 65th percentile of the Peer Group to
promote achievement of strategic objectives. This philosophy reflects the Compensation Committee�s commitment that the majority of the named
executive officers� compensation continue to be based on long-term incentives and an increase in shareholder value but that for retention
purposes and to achieve internal equity, target overall annual cash compensation would be set at the 50th percentile of the competitive market.
The compensation philosophy for Cisco�s Chief Executive Officer is to set his base salary, bonus targets and long-term equity-based incentive
award targets with reference to and below the 50th percentile of the Peer Group. This reflects the Compensation Committee�s recognition of the
Chief Executive Officer�s historical equity compensation gain accumulations (realized and unrealized).

Base Salary.    Annual base salaries for the named executive officers have traditionally been set in the context of providing appropriate
performance-based total compensation. FWC conducted a study for the Compensation Committee in 2007 which concluded that base salaries
have significantly trailed median competitive practice for the Peer Group. Based on the study, adjustments have been made to the annual base
salaries of the named executive officers other than the Chief Executive Officer for fiscal 2008 to more closely align them with market medians
of the Peer Group. Effective July 27, 2007, the annual base salaries for the named executive officers were increased as follows: Dennis D.
Powell from $425,000 to $575,000; Richard J. Justice from $450,000 to $750,000; Charles H. Giancarlo from $450,000 to $750,000; and Randy
Pond from $450,000 to $575,000. These adjustments allow for continued emphasis on pay for performance with better external competitive
alignment and internal equity in relation to other Cisco executives. The Chief Executive Officer will continue to have an annual base salary that
is significantly below the 50th percentile of the Peer Group in fiscal 2008, however, his total cash compensation is targeted at the 50th percentile
of the Peer Group. This results in the Chief Executive Officer having a greater percentage of his total cash compensation at risk than the other
named executive officers.
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Variable Cash Incentive Awards.    The Compensation Committee believes that the primary portion of the annual cash compensation of each
named executive officer should be in the form of variable cash incentive pay, while the pay philosophy is to target annual cash compensation at
the 50th percentile of the Peer Group. Annual cash incentives are paid to reward achievement of critical short-term operating, financial, strategic
and individual measures and goals that will contribute to shareholder value creation over time.

The annual cash incentive awards for named executive officers, other than the Chief Executive Officer whose annual cash incentive award is
described in the subsequent section entitled �CEO Compensation,� for fiscal 2007 were determined under Cisco�s 2007 Professional and
Leadership Incentive Plan (the �PLI Plan�) with reference to Cisco�s achievement of established financial performance goals, customer satisfaction
criteria and the executive�s individual contribution. The Compensation Committee established the financial performance goals so that they are
consistent with the goals that are in Cisco�s fiscal 2007 business plan established by the Board of Directors. The cash awards under the PLI Plan
are calculated by multiplying annual base salary at fiscal year-end by the individual�s target award percentage multiplied by a financial
performance factor, a customer satisfaction factor and an individual performance factor. The financial performance factor ranges from 0.0 to 2.0,
the customer satisfaction factor ranges from 0.0 to 1.14 and the individual performance factor ranges from 0.0 to 2.0, with the target for each of
the factors being 1.0. For fiscal 2007, a target award was established for each participating named executive officer and such target award was
set at 60% of the executive officer�s annual base salary. As noted above, FWC conducted a study for the Compensation Committee in June 2007
which was also used to review the fiscal 2007 target awards for the named executive officers other than the Chief Executive Officer. The study
concluded that 2007 target awards of 60% were significantly below the 50th percentile of the Peer Group. Based on this study and for retention
and internal equity purposes, the Compensation Committee exercised its discretion under the PLI Plan to increase target awards percentages
from 60% to 125% to achieve the 50th percentile target annual cash compensation philosophy overall. This means that annual cash incentive
awards for the named executive officers, other than the Chief Executive Officer, which were set with reference to the median for comparable
positions of the Peer Group, are 125% of base salaries. The maximum awards could be 570% of base salaries assuming maximum financial
performance, customer satisfaction and individual performance factors.

Actual awards, calculated as described in the preceding paragraph, are based on the extent to which Cisco achieves its financial performance
goals, the level of customer satisfaction and an assessment of each executive�s individual contribution. In fiscal 2007, based on customer
responses to a survey with questions relating to customer satisfaction, the Compensation Committee determined that Cisco exceeded its
customer satisfaction goal resulting in a multiplier of 1.14. The Compensation Committee also determined that Cisco exceeded its financial
performance goals, with worldwide revenue for Cisco (excluding the effects of Cisco�s acquisitions of Scientific-Atlanta, Inc., WebEx
Communications, Inc. and IronPort Systems, Inc.) increasing 16.7% over fiscal 2006 from $27.495 billion to $32.080 billion, and profit before
interest and taxes up 14.8% year over year from $8.590 billion to $9.865 billion, resulting in a multiplier of 1.09. Profit before interest and taxes
was Cisco�s GAAP operating income excluding the following: in-process research and development, payroll tax on stock option exercises,
employee share-based compensation expense, compensation expense related to acquisitions and investments, amortization of purchased
intangible assets, impact to cost of sales from purchase accounting adjustments to inventory, certain property or real estate gains or losses, and
the effects of Cisco�s acquisitions of Scientific-Atlanta, Inc., WebEx Communications, Inc. and IronPort Systems, Inc. For fiscal 2007, the
worldwide revenue target was $30.475 billion and actual results were $32.080 billion, and the profit before interest and taxes target was $9.069
billion and actual results were $9.865 billion. If actual results had equaled the targets, the financial performance multiplier would have been 1.0.
The awards paid reflect actual results achieved along with the recognition of individual contributions which vary for each named executive
officer as noted in the table below. Each named executive officer was evaluated and scored by the Chief Executive Officer based on
performance categories including contribution to successful achievement of fiscal 2007 Cisco revenue and operating income growth, customer
growth, leadership at Cisco and in his/her area of responsibility, strategic planning and implementation and innovation. The Chief Executive
Officer�s individual performance evaluations of the named executive officers are presented to the Compensation Committee for review and
approval. Based on the strong performance of each of the named executive officers in fiscal 2007, the Compensation Committee
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approved the Chief Executive Officer�s above-target recommendations set forth below. Bonus payments for fiscal 2007 pursuant to the PLI Plan
to the named executive officers were made as follows:

Named Executive Officer
Base
Salary

Target
Award

Percentage

Financial
Performance

Factor

Customer
Satisfaction
Factor

Individual
Performance

Factor
PLI Plan
Payment

Powell, Dennis D. $ 575,000 125% 1.09 1.14 1.8 $ 1,607,614
Justice, Richard J. $ 750,000 125% 1.09 1.14 2.0 $ 2,329,875
Giancarlo, Charles H. $ 750,000 125% 1.09 1.14 1.7 $ 1,980,394
Pond, Randy $ 575,000 125% 1.09 1.14 1.8 $ 1,607,614
These amounts are generally at or above the 75th percentile of amounts paid for comparable positions in the Peer Group in the most recent fiscal
year and represent a range of approximately 264% to 311% of each recipient�s annual base salary.

For fiscal 2008, Cisco has adopted a separate performance cash bonus plan, in lieu of the PLI Plan, with performance conditions intended to
comply with Code Section 162(m). This plan, the EIP, is subject to shareholder approval (see Proposal No. 3 on page 27 hereof) with respect to
current and future covered employees under Code Section 162(m) and executive officers. For fiscal 2008, worldwide revenue and operating
income (previously referred to as profit before interest and taxes) will continue to be the performance factors in the EIP. Worldwide revenue and
operating income are both based on Cisco�s GAAP financials excluding the effects of certain objectively verifiable factors, each as determinable
in accordance with GAAP, as described below.

Worldwide revenue will be Cisco�s GAAP worldwide revenue excluding the effects of business combinations subject to a preestablished
threshold. Operating income will be Cisco�s GAAP operating income excluding the following: in-process research and development; payroll tax
on stock option exercises; employee share-based compensation expense; compensation expense related to acquisitions and investments;
amortization of purchased intangible assets; impact to cost of sales from purchase accounting adjustments to inventory; and each of the
following subject to preestablished thresholds: the effects of business combinations; depreciation and amortization with respect to asset
purchases; losses due to individual impairments or loss contingencies; and direct losses on Cisco�s tangible assets from natural catastrophes, war,
insurrection, riot, terrorism, confiscation, expropriation, nationalization, deprivation or seizure. In addition, the Compensation Committee retains
negative discretion to reduce bonuses under the EIP based on individual performance, customer satisfaction and other factors.

Pursuant to the EIP, a target award has been established for each participating named executive officer at 125% of the executive officer�s annual
base salary, resulting in a maximum award of 560% of the executive officer�s annual base salary assuming maximum levels for the other
performance factors. See the New Plan Benefits section of Proposal No. 3 on page 30 of this Proxy Statement, which provides summary
information concerning dollar amounts of cash benefits that would have hypothetically been payable if the EIP had been in effect in fiscal 2007.
While it is difficult to predict Cisco�s future financial performance, over the past six years Cisco has satisfied the financial performance
conditions necessary to pay bonuses at or above target levels and has exceeded its customer satisfaction goals. Because the Compensation
Committee has taken a similar approach to establishing financial performance conditions and customer satisfaction goals for fiscal 2008 as it has
in the past, it is probable that the fiscal 2008 targets will be achieved. Whether or not Cisco achieves it fiscal 2008 targets is only a prediction
and is subject to risks, uncertainties and assumptions that are difficult to predict, including those identified under �Item 1A. Risk Factors,� in
Cisco�s Annual Report on Form 10-K for its 2007 fiscal year. Actual results could differ materially and Cisco encourages you to review the risk
factors contained in Cisco�s Annual Report on Form 10-K for its 2007 fiscal year.

Long-Term, Equity-Based Incentive Awards.    Long-term incentives are the central element of Cisco�s market based executive compensation
program. Cisco continues to rely primarily on stock options as its long-term incentive vehicle of choice, and grants stock options to a large
employee population to better align the
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interest of employees with those of shareholders. Over 80% of all equity awards in fiscal 2007 were granted to employees below the vice
president level. Because of business strategy considerations and market compensation trends, the Compensation Committee is analyzing grant
practices both with respect to the mix of stock options and use of restricted stock/units with different types of performance measures for
determining award levels and vesting. In fiscal 2007, the Compensation Committee for the first time granted restricted stock units to its named
executive officers, with five year vesting schedules. These grants are desirable for retention purposes and create company ownership since they
are full value awards that have value to the holder even if the stock price does not appreciate.

Consistent with Cisco�s goal to pay for performance, the majority of named executive officers� total compensation comes from the grant of
long-term incentives. Because of the moderate cash compensation targets for named executive officers and Cisco�s shareholder returns relative to
the Peer Group, Cisco�s philosophy is to target long-term incentive awards with reference to the 75th percentile of the Peer Group for named
executive officers, other than the Chief Executive Officer, which results in target total compensation at the 65th percentile. The Compensation
Committee believes that this is appropriate by the at-risk nature of the annual and long-term incentive structures, moderate cash compensation
targets, Cisco�s performance relative to its Peer Group and the fact that none of Cisco�s named executive officers have employment agreements,
guaranteed bonuses, supplemental executive retirement plans, perquisites (which are provided to executive officers on overseas assignments) or
cash severance arrangements.

The Compensation Committee annually grants long-term, equity-based incentive awards to executive officers after the close of the fiscal year
and the review and evaluation of each executive officer�s performance. The Compensation Committee�s policy is to only grants equity awards
during open trading windows and to establish grant dates in advance, generally establishing those dates at the beginning of each fiscal year. The
goal of Cisco�s long-term, equity-based incentive awards is to align the interests of named executive officers with shareholders and to provide
each named executive officer with an incentive to manage Cisco from the perspective of an owner with an equity stake in the business. The
Compensation Committee determines the magnitude of the long-term, equity-based incentives according to each named executive officer�s
position within Cisco and sets a level it considers appropriate to create a meaningful opportunity for reward predicated on increasing shareholder
value. In addition, the Compensation Committee takes into account an individual�s performance history, his or her potential for future
responsibility and promotion, the value of prior equity grants and competitive total compensation targets for the individual�s position and level of
contribution. The relative weight given to each of these factors varies among individuals at the Compensation Committee�s discretion. Finally, to
further align the interests of executive officers and non-employee directors, and shareholders, the Board of Directors has established stock
ownership guidelines. Each executive officer and non-employee director is required to own shares of Cisco common stock and has a year from
the date of appointment as an executive officer or director to acquire shares. Currently, each executive officer and non-employee director is
compliant with the established stock ownership guidelines.

During fiscal 2007, the Compensation Committee made option grants to Cisco�s named executive officers under Cisco�s 2005 Stock Incentive
Plan. Each grant allows the executive officer to acquire shares of Cisco�s common stock at the closing selling price of Cisco�s common stock on
the grant date. The option grants will provide a return only if Cisco�s share price appreciates over the option term. During fiscal 2007, in addition
to option grants, the Compensation Committee granted restricted stock units to the named executive officers. These restricted stock unit grants
were part of a program designed to retain key executives and top performers. Long-term incentives granted to named executive officers in fiscal
2007 were reasonable and appropriate in light of Cisco�s shareholder returns relative to the Peer Group. We refer you to the table entitled �Grants
of Plan-Based Awards�Fiscal 2007� on page 56 of this Proxy Statement for additional information regarding equity awards to Cisco�s named
executive officers in fiscal 2007.

In September 2007, the Compensation Committee made its fiscal 2008 annual awards to Cisco�s named executive officers under Cisco�s 2005
Stock Incentive Plan. Grants of stock options, and the right to receive
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future grants of restricted stock units based on Cisco�s financial performance in fiscal 2008, were made to the named executive officers as
follows: Mr. Justice, 570,000 stock options and a target of 126,666 future restricted stock units; Mr. Giancarlo, 570,000 stock options and a
target of 126,666 future restricted stock units; and Mr. Pond, 480,000 stock options and a target of 106,666 future restricted stock units. No
awards were granted to Mr. Powell in fiscal 2008 in light of his pending retirement. The Compensation Committee�s philosophy for these grants
is that 60% of the total grants be in stock options, which have value only if Cisco�s share price increases over the option term and the remaining
40% consists of the right to receive future performance-based restricted stock units, which have retention value if Cisco achieves its financial
performance goals because of a four-year vesting schedule thereafter. The Compensation Committee determined to structure the equity awards
so that a significant portion of these awards have retention value if performance goals are achieved. The Compensation Committee selected
future performance-based restricted stock units because these amounts increase the named executive officer�s equity interest in Cisco which is in
direct alignment with shareholder interests. The amounts of these awards were determined based on the 75th percentile of the Peer Group. The
grant of the right to receive future restricted stock units is based on a conversion ratio that one restricted stock unit is equivalent to three stock
options. The Compensation Committee believes this conversion ratio is appropriate in light of the Compensation Committee�s targeting the 75th

percentile of the Peer Group. Operating income (excluding the same factors as described above for the variable cash incentive awards) is the
performance factor for the right to receive the restricted stock units, which like the variable cash incentive award factors discussed above, aligns
with Cisco�s financial growth strategy. Depending on Cisco�s annual operating income growth in fiscal 2008 and assuming shareholders approve
the amendment and extension of the Stock Incentive Plan (see Proposal No. 2 in this Proxy Statement), 0% to 120% of the restricted stock units
will actually be granted. Based on Cisco�s financial performance in prior years, the Compensation Committee believes that there is an 80% to
95% chance that at least 50% of the restricted stock units will be granted, a 50% to 60% chance that at least 100% of the restricted stock units
(the target number of shares described above) will be granted and a 15% to 25% chance that 120% of the restricted stock units will be granted.

Each right to receive future grants of restricted stock units described in the preceding paragraph granted in September 2007 and each outstanding
award under Cisco�s 2005 Stock Incentive Plan (and 1996 Stock Incentive Plan) that is subject to vesting provisions will vest in full (at target
with respect to the right to receive future grants) and, if applicable, become immediately exercisable in the event that Cisco is acquired by
merger or asset sale, unless the award or related agreement is assumed or replaced by the acquiring entity, or in the event there is a hostile
change in control or ownership of Cisco, whether through a tender or exchange offer for more than 35% of Cisco�s outstanding voting securities
which the Board of Directors does not recommend the shareholders to accept, or a change in the majority of the members of the Board of
Directors as a result of one or more contested elections for board membership. Cisco believes that �single trigger� equity vesting is appropriate
under the circumstances described above to ensure that employees are not deprived of their equity when Cisco may not be able to arrange for
appropriate vesting continuation terms and conditions. Cisco does not provide for any excise tax �gross-up� arrangements for its named executive
officers, nor does it provide employment agreements with cash severance provisions. We refer you to the �Potential Payments Upon Termination
or Change in Control� section of this Proxy Statement for additional information regarding outstanding awards granted to the named executive
officers.

Cisco�s variable cash incentive and long-term, equity-based incentive award plans generally provide for forfeiture if a named executive officer
participates in activities detrimental to Cisco or is terminated for misconduct. Additionally, consistent with statutory requirements, including the
Sarbanes-Oxley Act of 2002, and the principles of responsible oversight, and depending upon the specific facts and circumstances of each
situation, the Compensation Committee would review performance-based compensation where a restatement of financial results for a prior
performance period could affect the factors determining payment of an incentive award.

Group Benefits/Perquisites.    Cisco�s named executive officers do not receive any special benefits like payment of club memberships, financial
planning, executive dining rooms or special transportation rights. Cisco
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does not own an airplane nor does it provide aircraft to named executive officers for business or personal reasons. With the exception of their
right to participate along with other enumerated employees in the nonqualified deferred compensation plan described below, there are no special
employee benefit plans for the named executive officers. Cisco�s named executive officers are eligible to participate in the same employee
benefit plans and on the same basis as all other Cisco employees.

Deferred Compensation Plan.    In March 2007, the Board approved a new nonqualified deferred compensation plan, the Cisco Systems, Inc.
Deferred Compensation Plan (the �Deferred Compensation Plan�), which was effective June 25, 2007. The adoption of the Deferred
Compensation Plan by the Board resulted from a review of the prevalence of similar deferred compensation plans operated by Cisco�s Peer
Group and a recommendation from the Compensation Committee that the Deferred Compensation Plan should be adopted. The Deferred
Compensation Plan is available to all employees with a title of director or above, including the executive officers. A primary rationale for
adopting the plan was to provide an opportunity for individual retirement savings on a tax- and cost-effective basis, recognizing that Cisco does
not sponsor a pension plan on behalf of the named executive officers or other employees covered by the plan. It was also decided that Cisco
would begin making matching contributions in fiscal 2008 as described in the footnote to the �Nonqualified Deferred Compensation�Fiscal 2007�
table below, based on this same rationale. The Deferred Compensation Plan administrator is Cisco�s 401(k) Plan Administration Committee.

CEO Compensation.    During most of fiscal 2007, Mr. Chambers� base salary was $350,000 and it was increased to $375,000 effective July 27,
2007. The Compensation Committee targeted Mr. Chambers� base salary at less than the 50th percentile of base salaries paid to the chief
executive officers of the Peer Group in consideration of Mr. Chambers� request that a greater percentage of his total cash compensation be at risk
and tied to Cisco performance. The Chief Executive Officer will continue to have an annual base salary that is significantly below the 50th

percentile of the Peer Group in fiscal 2008; however, his total cash compensation is targeted at the 50th percentile of the Peer Group.

For fiscal 2007, Mr. Chambers� annual bonus of $3,500,000 was determined in the Compensation Committee�s sole discretion. The Compensation
Committee considers this amount of annual bonus, which is above the 50th percentile of actual bonuses paid for the comparable position in the
Peer Group, to be appropriate given Cisco�s record financial results in fiscal 2007 and Mr. Chambers� performance and leadership in achieving
these results. The fiscal 2007 bonus together with the fiscal 2007 base salary puts Mr. Chambers� total cash compensation slightly below the 50th

percentile of actual total cash compensation paid for the comparable position in the Peer Group. For fiscal 2008, Mr. Chambers will participate
in Cisco�s new Executive Incentive Plan, subject to shareholder approval, and his target bonus percentage will be 185% of the market median of
chief executive officers� base salary of the Peer Group (which median is $1,121,000) rather than based on his current annual base salary of
$375,000. Mr. Chambers� target bonus was established by the Compensation Committee with reference to the 50th percentile of the Peer Group.

During fiscal 2007, as part of the on-going companywide grant, the Compensation Committee granted Mr. Chambers an option to purchase up to
1,300,000 shares of Cisco common stock at an exercise price of $23.01 per share. The Compensation Committee considered Mr. Chambers�
request that his grant amount be the same as the prior fiscal year. The Compensation Committee concluded that this option grant was appropriate
given Mr. Chambers� equity compensation gain accumulations over time in relation to Cisco�s corresponding growth in value under his
leadership, Cisco�s financial results for fiscal 2006, and the resulting total compensation value which remains well below the 50th percentile of
the Peer Group. The exercise price represented the closing selling price per share of Cisco�s common stock on the NASDAQ Global Select
Market on the grant date. The option grant places a significant portion of Mr. Chambers� total compensation at risk, since the option grant
delivers a return only if Cisco�s share price appreciates over the option�s exercisable term.

We refer you to the table entitled �Grants of Plan-Based Awards�Fiscal 2007� on page 56 of this Proxy Statement for additional information
regarding this option grant to Mr. Chambers and to the �Potential Payments
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Upon Termination or Change in Control� section of this Proxy Statement for additional information regarding this option grant to Mr. Chambers
and all other outstanding options previously granted to Mr. Chambers.

In September 2007, the Compensation Committee also made an annual stock option grant to Mr. Chambers to purchase up to 900,000 shares of
Common Stock, and the right to receive a target of 200,000 future restricted stock units based on Cisco�s financial performance in fiscal 2008.
The option and restricted stock units have the same vesting and other conditions as awards granted to the other named executive officers. Based
on Cisco�s record financial performance and outstanding shareholder return in fiscal 2007, the Compensation Committee granted Mr. Chambers�
awards at the 50th percentile level of equity grants provided to chief executive officers of the Peer Group. A portion of Mr. Chambers� award was
structured as a right to receive future performance-based restricted stock units for retention and internal equity reasons.

Compensation Committee Report

The information contained in this report shall not be deemed to be �soliciting material,� to be �filed� with the SEC or be subject to Regulation 14A
or Regulation 14C (other than as provided in Item 407 of Regulation S-K) or to the liabilities of Section 18 of the Securities Exchange Act of
1934, and shall not be deemed to be incorporated by reference in future filings with the SEC except to the extent that Cisco specifically
incorporates it by reference into a document filed under the Securities Act of 1933 or the Securities Exchange Act of 1934.

The Compensation and Management Development Committee has reviewed and discussed the �Compensation Discussion and Analysis� section of
this Proxy Statement with Cisco�s management. Based on that review and those discussions, the Compensation and Management Development
Committee recommended to the Board of Directors that the �Compensation Discussion and Analysis� section be included in this Proxy Statement
and incorporated by reference into Cisco�s Annual Report on Form 10-K for its 2007 fiscal year.

Submitted by the Compensation and Management Development Committee

Roderick C. McGeary, Chairperson

Michael D. Capellas

Jerry Yang

Compensation Committee Interlocks and Insider Participation

The members of the Compensation Committee during the 2007 fiscal year were: Carol A. Bartz (former Chairperson) through November 2006;
James C. Morgan through November 2006; Roderick C. McGeary (current Chairperson) beginning November 2006; Michael D. Capellas for all
of fiscal 2007; and Jerry Yang for all of fiscal 2007. No member of this committee was at any time during the 2007 fiscal year or at any other
time an officer or employee of Cisco, and no member of this committee had any relationship with Cisco requiring disclosure under Item 404 of
Regulation S-K. No executive officer of Cisco has served on the board of directors or compensation committee of any other entity that has or has
had one or more executive officers who served as a member of the Board of Directors or the Compensation Committee during the 2007 fiscal
year.
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Summary of Compensation

The following table sets forth the compensation earned by the Named Executive Officers for services rendered in all capacities to Cisco and its
subsidiaries for the last fiscal year. No executive officer who would have otherwise been includable in such table on the basis of total
compensation earned for Cisco�s 2007 fiscal year has been excluded by reason of his or her termination of employment or change in executive
officer status during the fiscal year.

Summary Compensation Table � Fiscal 2007

Name and Principal Position(1)

Fiscal

Year

Salary

($) (2)

Bonus

($) (3)

Stock

Awards

($) (4)

Option

Awards

($) (5)

Non-Equity

Incentive Plan

Compensation

($) (6)

All Other

Compensation

($) (7)

Total

($)
John T. Chambers

Chairman and Chief Executive Officer

2007 $350,096 $3,500,000 � $7,126,514 � $7,677 $10,984,287

Dennis D. Powell

Executive Vice President, Chief Financial
Officer

2007 $425,577 � $392,116 $2,018,450 $1,607,614 $9,000 $4,452,757

Richard J. Justice

Executive Vice President, Worldwide
Operations and Business Development

2007 $451,154 � $392,116 $2,470,436 $2,329,875 $9,000 $5,652,581

Charles H. Giancarlo

Executive Vice President, Chief Development
Officer

2007 $451,154 � $392,116 $2,663,582 $1,980,394 $8,994 $5,496,240

Randy Pond

Executive Vice President, Operations,
Processes and Systems

2007 $450,481 � $392,116 $2,217,630 $1,607,614 $10,015 $4,677,856

(1) On August 6, 2007, Mr. Powell notified Cisco of his decision to retire from his current position, effective around mid-February 2008.

(2) Effective July 27, 2007, each named executive officer above received an increase in annual base salary to the following amounts:
Mr. Chambers, $375,000; Mr. Powell, $575,000; Mr. Justice, $750,000; Mr. Giancarlo, $750,000; and Mr. Pond, $575,000. Mr. Justice
and Mr. Pond deferred a portion of their salaries under the Cisco Systems, Inc. Deferred Compensation Plan, which is included in the
�Nonqualified Deferred Compensation�Fiscal 2007� table below.

(3) Represents a discretionary cash bonus awarded to Mr. Chambers for services rendered during fiscal 2007 as further described above in the
�Compensation Discussion and Analysis� section of this Proxy Statement.

(4) The amounts reflect the dollar amount recognized for financial statement reporting purposes for the fiscal year ended July 28, 2007, in
accordance with Financial Accounting Standards Board Statement 123(R), or FAS 123(R), of restricted stock unit awards issued pursuant
to the Stock Incentive Plan. For restricted stock unit awards, fair value is calculated using the closing price on the grant date as if these
awards were vested and issued on the grant date. No stock awards were forfeited by any of our named executive officers during the fiscal
year. See the �Grant of Plan-Based Awards�Fiscal 2007� table for information on restricted stock unit awards made in fiscal 2007. These
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amounts reflect Cisco�s accounting expense for these awards, and do not correspond to the actual value that may be recognized by the
named executive officers.

(5) The amounts reflect the dollar amount recognized for financial statement reporting purposes for the fiscal year ended July 28, 2007, in
accordance with FAS 123(R) of stock option awards issued pursuant to the Stock Incentive Plan and predecessor stock option plans and
thus includes amounts from outstanding stock option awards granted during and prior to fiscal 2007. Assumptions used in the calculation
of these amounts are included in the notes to Cisco�s audited consolidated financial statements for the fiscal year ended
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July 28, 2007 as included in Cisco�s Annual Report on Form 10-K filed with the Securities and Exchange Commission on
September 18, 2007. The amounts shown disregard estimated forfeitures related to service-based vesting conditions. No stock
options were forfeited by any of our named executive officers during the fiscal year. See the �Grant of Plan-Based Awards�Fiscal
2007� table for information on stock option grants made in fiscal 2007. These amounts reflect Cisco�s accounting expense for these
awards, and do not correspond to the actual value that may be recognized by the named executive officers.

(6) The amounts reflect the cash awards paid to the named executive officers under the Professional and Leadership Incentive Plan
for fiscal 2007 performance as further described in the �Compensation Discussion and Analysis� section of this Proxy Statement
and the �Grants of Plan-Based Awards�Fiscal 2007� table below.

(7) The amounts represent matching contributions that Cisco made to Cisco�s 401(k) plan during fiscal 2007 on behalf of each named
executive officer.
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The following table provides information on stock options, restricted stock units and cash-based performance awards granted in fiscal 2007 to
each of Cisco�s named executive officers. There can be no assurance that the Grant Date Fair Value of the Stock Option and Stock Unit Awards
will ever be realized. The amounts of these awards that were expensed during fiscal 2007 are included in the �Stock Awards� and �Option Awards�
columns of the Summary Compensation Table.

Grants of Plan-Based Awards � Fiscal 2007

Grant
Date

Estimated possible payouts

under Non-equity incentive

plan awards

Estimated future payouts

under Equity incentive

plan awards

All

other

stock

awards:

number of

shares of

stock or

units

(#) (2)(4)

All

other

option

awards:

number of

securities

underlying

options

(#) (3)(4)

Exercise

or base

price of

option

awards

($/Sh)

Grant

Date

Fair Value

of Stock and

Option

Awards

($)Name

Threshold

($)

Target

($)

Maximum

($)

Threshold

(#)

Target

(#)

Maximum

(#)
John T. Chambers 9/21/06 � � � � � � � 1,300,000 $ 23.01 $ 8,944,000

Dennis D. Powell (1) � $ 718,750 $ 3,277,500
9/21/06 � � � � � � 100,000 $ 2,301,000
9/21/06 � � � � � � 400,000 $ 23.01 $ 2,752,000

Richard J. Justice (1) � $ 937,500 $ 4,275,000
9/21/06 � � � � � � 100,000 $ 2,301,000
9/21/06 � � � � � � 400,000 $ 23.01 $ 2,752,000

Charles H. Giancarlo (1) � $ 937,500 $ 4,275,000
9/21/06 � � � � � � 100,000 $ 2,301,000
9/21/06 � � � � � � 400,000 $ 23.01 $ 2,752,000

Randy Pond (1) � $ 718,750 $ 3,277,500
9/21/06 � � � � � � 100,000 $ 2,301,000
9/21/06 � � � � � � 400,000 $ 23.01 $ 2,752,000

(1) These awards were granted under the Professional and Leadership Incentive Plan for fiscal 2007 and are further described above in the
�Compensation Discussion and Analysis� section of this Proxy Statement. The actual payments from these awards are included in the
�Non-Equity Incentive Plan Compensation� column in the Summary Compensation Table above. The target and maximum values are
calculated by multiplying 125% and 570%, respectively, by the executive�s annual base salary in effect at the end of the 2007 fiscal year.
As described in the �Compensation Discussion and Analysis� section of this Proxy Statement and the Summary Compensation Table above,
in determining the awards under the Professional and Leadership Incentive Plan for fiscal 2007, in June 2007, the Compensation
Committee exercised its discretion by increasing the target percentage from 60% to 125% which resulted in the maximum percentage
increasing from 274% to 570%. The Professional and Leadership Incentive Plan for fiscal 2007 did not contain any threshold value.

(2) These restricted stock unit awards were granted under the Stock Incentive Plan, vest in 20% increments on each of the first through fifth
anniversaries of the date of grant and are settled in shares on the vesting date.

(3) These stock option awards were granted under the Stock Incentive Plan. The options incrementally vest as to 20% of the shares subject to
the options on the first anniversary of grant and thereafter vest in monthly pro-rata increments over the following forty-eight months. The
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options have a maximum term of nine years subject to earlier termination upon cessation of service to Cisco. The exercise price of each
option may be paid in cash or in shares of common stock valued at the closing price on the exercise date or may be paid with the proceeds
from a same-day sale of the purchased shares.

(4) Each of the awards will vest in full and, if applicable, become immediately exercisable in the event that Cisco is acquired by merger or
asset sale, unless the award or related agreement is assumed or replaced by the acquiring entity, or in the event there is a hostile change in
control or ownership of Cisco, whether through a tender or exchange offer for more than 35% of Cisco�s outstanding voting securities
which the Board of Directors does not recommend the shareholders to accept, or a change in the majority of the members of the Board of
Directors as a
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result of one or more contested elections for board membership. In addition, pursuant to a Compensation Committee policy which
can be revoked or changed at any time, if the holder of an award dies or becomes terminally ill, his or her award will generally vest
in an amount equal to the greater of 100% of the unvested shares subject to the award up to a total value of $10 million, net of
aggregate exercise or purchase price, or up to one year of vesting from the date of death or determination of terminal illness. For
purposes of this policy, shares subject to the award are valued based on the closing price per share of common stock on the date of
death or determination of terminal illness.

The following table shows the number of Cisco common shares covered by exercisable and unexercisable stock options and the number of Cisco
unvested restricted stock units held by Cisco�s named executive officers as of July 28, 2007.

Outstanding Equity Awards At 2007 Fiscal Year-End

Option Awards Stock Awards

Name

Number of

Securities

Underlying

Unexercised

Options (#)

Exercisable

Number of

Securities

Underlying

Unexercised

Options (#)

Unexercisable

Option

Exercise

Price ($)

Option

Expiration

Date

Number of

Shares or

Units of

Stock That

Have Not

Vested (#)

Market

Value of

Shares or

Units of

Stock That

Have Not

Vested ($)
John T. Chambers 5,000,000 � $ 26.4219 4/16/2008(2)

4,000,000 � $ 54.5313 1/24/2009(5)
4,000,000 � $ 50.3750 11/13/2009(8)
2,000,000 � $ 18.5700 5/14/2010(9)
2,000,000 � $ 16.0100 8/21/2010(10)
2,000,000 � $ 20.5300 1/7/2011(12)
1,700,000 300,000 $ 13.0400 4/10/2012(18)
1,600,000 400,000 $ 18.5100 7/15/2012(19)

� 1,500,000 $ 19.1800 8/23/2013(22)
455,000 845,000 $ 17.8600 9/29/2014(25)
� 1,300,000 $ 23.0100 9/21/2015(26)

Dennis D. Powell 205,333 � $ 28.6094 4/5/2008(1)
20,000 � $ 56.1563 1/19/2009(4)
240,000 � $ 54.5313 1/24/2009(5)
90,000 � $ 50.3750 11/13/2009(8)
5,000 � $ 20.5300 1/7/2011(12)
10,000 � $ 16.1500 4/5/2011(13)
17,500 � $ 15.4200 5/10/2011(14)
30,000 � $ 14.3800 7/12/2011(15)
20,625 6,875 $ 9.7490 10/10/2011(16)
20,625 20,625 $ 13.0400 4/10/2012(18)
60,000 105,000 $ 19.5900 9/2/2012(20)
82,500 229,167 $ 19.1800 8/23/2013(23)
53,333 260,000 $ 17.8600 9/29/2014(25)
� 400,000 $ 23.0100 9/21/2015(26)

100,000(27) $ 2,897,000

Richard J. Justice 640,000 � $ 28.6094 4/5/2008(1)
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