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PRELIMINARY COPY

(CONEXANT LOGO)
January 10, 2003
Dear Shareowner:

Conexant's 2003 Annual Meeting of Shareowners will be held at 10:00 a.m.
Pacific Standard Time on Wednesday, February 26, 2003, at the Crowne Plaza
Hotel, located at 17941 Von Karman Avenue, Irvine, California 92614. We look
forward to your attending either in person or by proxy. Details of the business
to be conducted at the Annual Meeting are included in the attached Notice of
Annual Meeting and Proxy Statement. Shareowners may also access the Notice of
Annual Meeting and the Proxy Statement via the Internet at
http://www.conexant.com.

If you plan to attend the meeting, please check the box on your Proxy Card
indicating your desire to attend and save the admission ticket attached to your
proxy; or indicate your intention to attend when voting by telephone or via the
Internet, and an admittance card will be forwarded to you promptly.

Sincerely yours,

/s/ DWIGHT W. DECKER

Dwight W. Decker
Chairman of the Board and Chief
Executive Officer

RETURN OF PROXY CARD

Please complete, sign, date and return the accompanying Proxy Card promptly
in the enclosed addressed envelope, even if you plan to attend the Annual
Meeting. Postage need not be affixed to the envelope if mailed in the United
States.

The immediate return of your Proxy Card will be of great assistance in
preparing for the Annual Meeting and is, therefore, urgently requested. If you
attend the Annual Meeting and have made arrangements to vote in person, your
Proxy Card will not be used.
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VOTING ELECTRONICALLY OR BY TELEPHONE

Instead of submitting your proxy vote with the accompanying paper Proxy
Card, you may vote electronically via the Internet or by telephone by following
the procedures set forth on the Proxy Card.

IF YOU PLAN TO ATTEND THE ANNUAL MEETING IN PERSON

If you plan to attend the Annual Meeting to be held at 10:00 a.m. Pacific
Standard Time on Wednesday, February 26, 2003, at the Crowne Plaza Hotel,
located at 17941 Von Karman Avenue, Irvine, California 92614, please be sure to
check the box on your proxy card indicating your desire to attend and save the
admission ticket attached to your proxy; or, indicate your desire to attend the
meeting through Conexant's telephone or Internet voting procedures.

IF YOU PLAN TO ATTEND THE ANNUAL MEETING, IT WILL BE NECESSARY FOR YOU TO
BRING YOUR ADMISSION TICKET. IN ADDITION TO YOUR ADMISSION TICKET, YOU MAY BE
ASKED TO PRESENT A VALID PICTURE IDENTIFICATION SUCH AS A DRIVER'S LICENSE OR
PASSPORT.

IF YOUR SHARES ARE NOT REGISTERED IN YOUR OWN NAME AND YOU PLAN TO ATTEND
THE ANNUAL MEETING AND VOTE YOUR SHARES IN PERSON, IN ADDITION TO BRINGING YOUR
ADMISSION TICKET, YOU SHOULD CONTACT YOUR BROKER OR AGENT IN WHOSE NAME YOUR
SHARES ARE REGISTERED TO OBTAIN A BROKER'S PROXY AND BRING IT TO THE ANNUAL
MEETING IN ORDER TO VOTE.

CONEXANT SYSTEMS, INC.
4311 JAMBOREE ROAD
NEWPORT BEACH, CALIFORNIA 92660-3095

NOTICE OF ANNUAL MEETING OF SHAREOWNERS
Dear Shareowner:

You are cordially invited to attend the 2003 Annual Meeting of Shareowners
of Conexant Systems, Inc. ("Conexant" or the "Company") which will be held on
Wednesday, February 26, 2003, at 10:00 a.m. Pacific Standard Time, at the Crowne
Plaza Hotel, located at 17941 Von Karman Avenue, Irvine, California 92614. The
2003 Annual Meeting is being held for the following purposes:

1. To elect three members of the Board of Directors of the Company
with terms expiring at the 2006 Annual Meeting of Shareowners;

2. To approve an amendment to the Company's Restated Certificate of
Incorporation to change the par value of the Company's Common Stock;

3. To approve an amendment to the Company's 2001 Employee Stock
Purchase Plan to increase the maximum number of shares authorized under the
plan;

4. To ratify the appointment by the Board of Directors of the
accounting firm of Deloitte & Touche LLP as independent auditors for the
Company for the current fiscal year; and

5. To transact such other business as may properly come before the
2003 Annual Meeting or any adjournment thereof.

These items are fully discussed in the following pages. Only shareowners of
record at the close of business on January 2, 2003 will be entitled to notice
of, and to vote at, the 2003 Annual Meeting. A list of such shareowners will be
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available for inspection by any shareowner at the offices of the Company, 4311
Jamboree Road, Newport Beach, California 92660-3095, for at least ten days prior
to the 2003 Annual Meeting and also at the meeting.

Shareowners are requested to complete, sign, date and return the Proxy Card
as promptly as possible. A return envelope is enclosed. Submitting your proxy
with the Proxy Card, via the Internet or by telephone will not affect your right
to vote in person should you decide to attend the Annual Meeting.

BY ORDER OF THE BOARD OF DIRECTORS

[/s/ DENNIS E. O'REILLY]

Dennis E. O'Reilly
Secretary

January 10, 2003

CONEXANT SYSTEMS, INC.
4311 JAMBOREE ROAD
NEWPORT BEACH, CALIFORNIA 92660-3095

PROXY STATEMENT

The enclosed proxy is solicited by the Board of Directors of Conexant
Systems, Inc. ("Conexant" or the "Company") for use in voting at the 2003 Annual
Meeting of Shareowners (the "Annual Meeting") to be held at 10:00 a.m. Pacific
Standard Time on Wednesday, February 26, 2003, at the Crowne Plaza Hotel,
located at 17941 Von Karman Avenue, Irvine, California 92614, and at any
adjournment thereof, for the purposes set forth in the accompanying Notice of
Annual Meeting of Shareowners. This proxy statement and the proxy are first
being mailed to shareowners and made available on the Internet
(http://www.conexant.com) on or about January 14, 2003.

On June 25, 2002, the Company completed the spin-off and merger of its
wireless communications business with Alpha Industries, Inc. to form Skyworks
Solutions, Inc. (the "Wireless Transaction"). In connection with the Wireless
Transaction, certain adjustments were made to the Company's stock-based
compensation plans and outstanding awards thereunder. All information in this
Proxy Statement regarding the Company's Common Stock and awards under the
Company's stock-based compensation plans gives effect to the Wireless
Transaction and the related adjustments. For presentation purposes, references
made to the fiscal years ended September 30, 2000, 2001 and 2002 relate to the
actual fiscal years ended September 29, 2000, September 28, 2001 and September
27, 2002, respectively.

VOTING AND REVOCABILITY OF PROXIES

When proxies are properly executed, dated and returned, the shares they
represent will be voted at the Annual Meeting in accordance with the
instructions of the shareowners. If no specific instructions are given, the
shares will be voted FOR the election of the nominees for directors set forth
herein, FOR approval of an amendment to the Company's Restated Certificate of
Incorporation to change the par value of the Company's Common Stock, FOR the
approval of the amendment to the Company's 2001 Employee Stock Purchase Plan to
increase the maximum number of shares authorized under the plan, and FOR
ratification of the appointment of the independent auditors. In addition, if
other matters come before the Annual Meeting, the persons named in the Proxy
Card will vote in accordance with their best Jjudgment with respect to such



Edgar Filing: CONEXANT SYSTEMS INC - Form PRE 14A

matters. A shareowner giving a proxy has the power to revoke it at any time
prior to its exercise by voting in person at the Annual Meeting, by giving
written notice of revocation to the Secretary prior to the Annual Meeting, or by
giving a valid, later dated proxy.

THE ENCLOSED PROXY CARD ALSO OFFERS SHAREOWNERS THE OPTION TO ACCESS
MATERIALS FOR ANY FUTURE SHAREOWNER MEETING ELECTRONICALLY VIA THE INTERNET. A
SHAREOWNER, WHO CONSENTS TO ACCESSING SUCH MATERIALS ELECTRONICALLY, MAY REVOKE
SUCH CONSENT AT ANY TIME. THE COMPANY WILL CONTINUE TO DISTRIBUTE PRINTED
MATERIALS FOR FUTURE SHAREOWNER MEETINGS TO SHAREOWNERS WHO DO NOT CONSENT TO
ACCESS SUCH MATERIALS ELECTRONICALLY.

It is the Company's policy to maintain the confidentiality of proxy cards,
ballots and voting tabulations that identify individual shareowners except as
may be necessary to meet any applicable legal requirements and, in the case of
any contested proxy solicitation, as may be necessary to permit proper parties
to verify the propriety of proxies presented by any person and the results of
the voting. The inspectors of election and any employees associated with
processing proxy cards or ballots and tabulating the vote are required to
acknowledge their responsibility to comply with this policy of confidentiality.

Each share of Common Stock of the Company outstanding on the record date
will be entitled to one vote on all matters. The three candidates for election
as directors at the Annual Meeting who receive the highest number of affirmative
votes, a quorum being present, will be elected. The approval of the amendment to
the Company's Restated Certificate of Incorporation to change the par value of
the Company's Common Stock will require the affirmative vote of the holders of a
majority of the outstanding shares of Common Stock entitled to vote. The
approval of the amendment to the Company's 2001 Employee Stock Purchase Plan to

increase the maximum number of shares authorized under the plan, and the
ratification of the appointment of the independent auditors each will require
the affirmative vote of a majority of the votes entitled to be cast by holders
of shares of the Company's Common Stock present or represented by proxy and
entitled to vote at the Annual Meeting, a quorum being present. Because
abstentions with respect to any matter are treated as shares present or
represented by proxy and entitled to vote for the purposes of determining
whether that matter has been approved by the shareowners, abstentions have the
same effect as negative votes for each proposal, other than the election of
directors. Broker non-votes are not deemed to be present or represented by proxy
for purposes of determining whether shareowner approval of a matter has been
obtained, but they are counted as present for purposes of determining the
existence of a quorum at the Annual Meeting. Therefore, broker non-votes will
have the same effect as negative votes with respect to the proposal to approve
the amendment to the Company's Restated Certificate of Incorporation to change
the par value of the Company's Common Stock and will have no effect on any other
matter.

RECORD DATE, QUORUM AND SHARE OWNERSHIP

Only shareowners of record at the close of business on January 2, 2003 will
be entitled to vote at the Annual Meeting. The presence in person or by proxy of
a majority of the shares of the Company's Common Stock outstanding on the record
date is required for a quorum. As of January 2, 2003, there were
outstanding shares of the Company's Common Stock.

ELECTION OF DIRECTORS (PROPOSAL 1)
The Company's Restated Certificate of Incorporation provides that the Board

of Directors shall consist of three classes of directors with overlapping
three-year terms. One class of directors is to be elected each year with a term



Edgar Filing: CONEXANT SYSTEMS INC - Form PRE 14A

extending to the third succeeding Annual Meeting after election. The Restated
Certificate of Incorporation provides that the Board shall maintain the three
classes so as to be as nearly equal in number as the then total number of
directors permits. On February 1, 2002, the Board of Directors increased the
number of directors of the Company from seven to eight and designated
Balakrishnan S. Iyer, who was elected by the Board of Directors to fill the
vacancy created by such increase, as a member of Class II, whose term expires at
the 2004 Annual Meeting. The three directors in Class I will be elected at the
2003 Annual Meeting to serve for a term expiring at the Company's Annual Meeting
in 2006. The three directors in Class II and the two directors in Class III are
serving terms expiring at the Company's Annual Meeting of Shareowners in 2004
and 2005, respectively.

Unless marked otherwise, proxies received will be voted FOR the election of
each of the three nominees specified in "Class I —-- Nominees for Directors with
Terms Expiring in 2006" below, who now serve as directors with terms expiring at
the 2003 Annual Meeting and until their successors are elected and qualified. If
any such nominee for the office of director is unwilling or unable to serve as a
nominee for the office of director at the time of the Annual Meeting, the
proxies may be voted either (1) for a substitute nominee, who shall be
designated by the proxy holders or by the present Board of Directors to fill
such vacancy, or (2) for the other nominees only, leaving a vacancy.
Alternatively, the size of the Board may be reduced so that there is no wvacancy.
The Board of Directors has no reason to believe that any of the nominees will be
unwilling or unable to serve if elected as a director. Such persons have been
nominated to serve until the 2006 Annual Meeting of Shareowners and until their
successors are elected and qualified.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF EACH OF THE
NOMINEES LISTED BELOW.

INFORMATION AS TO NOMINEES FOR DIRECTORS AND CONTINUING DIRECTORS
There is shown below for each nominee for director and each continuing
director, as reported to the Company, the name, age and principal occupation;

the position, if any, with the Company; and other directorships held.

2

CLASS I -- NOMINEES FOR DIRECTORS WITH TERMS EXPIRING IN 2006

DWIGHT W. DECKER (PHOTO) Dr. Decker has been a director

Age 52
Chairman of the Board and Chief
Executive Officer of the Company

Conexant since its incorporatic
1996. Dr. Decker has been Chair
the Board and Chief Executive C
of the Company since November 1
served as Senior Vice President
Rockwell International Corporat
named Rockwell Automation, Inc.
(electronic controls and
communications) and President,
Semiconductor Systems from July
December 1998; and Senior Vice
President of Rockwell and Presi
Rockwell Semiconductor Systems
Electronic Commerce prior there
Decker is the non-executive Cha
and a director of Skyworks Solu
Inc., and a director of Pacific
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HOSSEIN ESLAMBOLCHI (PHOTO)
Age 42

Chief Technology Officer of AT&T

Corporation and President of AT&T

Labs

F. CRAIG FARRILL (PHOTO)
Age 50

Managing Director and Chief

Technology Officer of inOvate

Communications Group and President

and Chief Executive Officer of

Kodiak Networks, Inc.

CLASS II —-- CONTINUING DIRECTORS WITH TERMS EXPIRING IN 2004
DONALD R. BEALL (PHOTO)

Age 64

Holding Company, Jazz Semicondu
Inc. and Pictos Technologies, I
is also a director or member of
numerous professional and civic
organizations.

Dr. Eslambolchi has been a dire
Conexant since November 2001. T
Eslambolchi has been Chief Tech
Officer of AT&T Corp.
(telecommunications) and Presid
AT&T Labs since July 2001. He i
Chief Information Officer of AT
Business. He served as the inte
President of Excite@Home Broadk
Networks Services of At Home
Corporation (Internet services)
January to June 2001, Senior Vi
President of AT&T's Packet and
Network Services from July 2000
2001, Vice President, AT&T Data
Network Services from January t
2000, and Vice President, AT&T
Operations and AT&T Chief Compl
Officer from October 1997 to Ja
2000. Dr. Eslambolchi is a memb
the Board of Advisors of The Ca
Group, Inc. and Pacific Broadba
Communications. He has served c
Compaqg Computer Corporation Boa
Technical Advisors and was an A
Council member at the Johns Hor
University Whiting School of
Engineering.

Mr. Farrill has been a director c
since 1998. Mr. Farrill has been

Director and Chief Technology Off
Communications Group (wireless co
since September 2000. He was Chie
Officer of Vodafone AirTouch PLC

communications) from July 1999 tc
Vice President, Strategic Technol
Communications, Inc. (wireless co
prior thereto. Mr. Farrill has al
President and Chief Executive Off
Networks, Inc. since 2001. He is

of the Board of Directors and a c
officer of the CDMA Development C
cellular technology consortium, w
in 1993.

Mr. Beall has been a director of
1998. He is the retired Chairman
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Retired Chairman and Chief Executive
Officer of Rockwell International
Corporation

4
BALAKRISHNAN S. IYER (PHOTO)
Age 46
Senior Vice President and Chief
Financial Officer of the Company
JERRE L. STEAD (PHOTO)
Age 60
Retired Chairman and Chief Executive
Officer of Ingram Micro Inc.
CLASS III —- CONTINUING DIRECTORS WITH TERMS EXPIRING IN 2005
RICHARD M. BRESSLER (PHOTO)

Age 72
Retired Chairman of the Board of E1
Paso Energy Corp.

Executive Officer of Rockwell and
of Rockwell from 1978 to February
served as Chairman of Rockwell fr
1988 to February 1998 and Chief E
Officer from February 1988 to Sep
Mr. Beall is Chairman of the Exec
Committee, an advisor to and a di

Rockwell Collins, Inc. (avionics
communications). He is also a dir
Skyworks Solutions, Inc., Jazz Se

Inc. and CT Realty. He is a forme
Amoco Corporation, ArvinMeritor,

The Procter & Gamble Company and

Mirror Company. He is a trustee c
California Institute of Technolog
various University of California-
supporting organizations and an C
Hoover Institution at Stanford Un
also a member of The Business Cou
investor, director and/or advisor
venture capital groups, private c
investment partnerships.

Mr. Iyer has been a director of C
2002. He has served as Senior Vic
Chief Financial Officer of the Co
December 1998; Senior Vice Presid
Financial Officer of Rockwell Sen
Systems from October 1998 to Dece
Senior Vice President and Chief F
Officer of VLSI Technology, Inc.
(semiconductors) prior thereto. M
director of Invitrogen Corporatio
Solutions, Inc.

Mr. Stead has been a director of
1998. In May 2000 he retired as C
Board and Chief Executive Officer
Micro Inc. (computer technology ¢
services), positions he had held
1996. Mr. Stead is a director of
Industries, Inc., Brightpoint, In
Inc. and Thomas & Betts Corporati
Chairman of the Board of the Cent
and Values at Garrett Seminary on
Northwestern University campus.

Mr. Bressler has been a director

since 1998. He served as Chief Ex
of Burlington Northern Inc. (rail
transportation) from 1980 through
Bressler retired in October 1990

both Burlington Northern Inc. and
Resources Inc. (natural resources

8
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positions he had held since 1982
respectively. He served as Chairnm
Creek Management Company (timber
from April 1989 to January 1993 a
of the El1 Paso Natural Gas Compan
El Paso Energy Corp. (natural gas
from October 1990 through Decembe
Bressler is active in a number of
civic organizations.

RALPH J. CICERONE (PHOTO) Dr. Cicerone has been a director
Age 59 since November 2001. He has been
Chancellor of the University of the Daniel G. Aldrich Professor o
California, Irvine Sciences of the University of Cal
(education) since 1998 and served
Physical Sciences from 1994 throu
also served as a consultant to th
Mining and Manufacturing Company
1998. Dr. Cicerone is a past pres
American Geophysical Union and 1is
the National Academy of Sciences,
Academy of the Arts and Sciences
American Philosophical Society.

BOARD COMMITTEES AND MEETINGS

The standing committees of the Board of Directors of the Company during
fiscal 2002 were an Audit Committee, a Board Composition Committee, a
Compensation and Management Development Committee, a Technology Committee and a
Social and Environmental Committee, each of which is comprised of non-employee
directors. The functions of each of these five committees are described below.
The members of the standing committees are identified in the following table,
each Committee Chairman being denoted with an asterisk.

COMPENSATION &

BOARD MANAGEMENT SOCT
DIRECTOR AUDIT COMPOSITION DEVELOPMENT TECHNOLOGY ENVIRON
D. R. Beall. ... iiiiiiennnnn xX* x X X
R. M. Bressler......coueueeieeeeeennnn xX* X
R. J. Cilcerone. ... .uueeieeneeennnn x X X X
H. Eslambolchi................ ..., X X
F. C. Farrill. . ...t iiiiienennnn X X xX*
J. L. Stead. ..t iiinnnnennnnn X X x*

* Chairman
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The AUDIT COMMITTEE reviews the scope and effectiveness of audits of the
Company by the Company's independent public accountants and internal auditors;
selects and recommends to the Board of Directors the employment of independent
public accountants for the Company, subject to approval of the shareowners;
reviews the audit plans of the Company's independent public accountants and
internal auditors; reviews and approves the fees charged by the independent
public accountants; reviews the Company's quarterly and annual financial
statements before their release; reviews and approves the appointment or change
of the Company's director of internal audit; reviews the adequacy of the
Company's system of internal controls and recommendations of the independent
public accountants and of the internal auditors with respect thereto; reviews
and acts on comments and suggestions by the independent public accountants and
by the internal auditors with respect to their audit activities; monitors
compliance by the employees of the Company with the Company's standards of
business conduct policies; meets with the Company's management to review any
issues related to matters within the scope of the Audit Committee's duties; and
investigates any matter brought to its attention within the scope of its duties.
The Audit Committee acts pursuant to a written charter, which was most recently
amended on October 31, 2002, a copy of which is attached as an Appendix A to
this Proxy Statement. In the opinion of the Board of Directors, all current
members of the Company's Audit Committee are independent directors within the
meaning of Rule 4200(a) (14) of the Rules of the National Association of
Securities Dealers, Inc. The Committee met 7 times during the 2002 fiscal year.

The principal functions of the BOARD COMPOSITION COMMITTEE are to consider
and recommend to the Board of Directors qualified candidates for election as
directors of the Company and periodically to prepare and submit to the Board of
Directors for adoption the Committee's selection criteria for director nominees.
The Committee periodically assesses the performance of the Board of Directors
and reports thereon to the Board. Shareowners of the Company may recommend
candidates for consideration by the Committee by writing to the Secretary of the
Company within certain time periods specified in the Company's By-laws, giving
the candidate's name, biographical data and qualifications. Any such
recommendation should be accompanied by a written statement from the individual
of his or her consent to be named as a candidate and, if nominated and elected,
to serve as a director. The Board Composition Committee met 3 times during the
2002 fiscal year.

The principal functions of the COMPENSATION AND MANAGEMENT DEVELOPMENT
COMMITTEE (the "Compensation Committee") are to evaluate the performance of the
Company's senior executives and plan for management succession and development,
to consider the design and competitiveness of the Company's compensation plans,
to review and approve senior executive compensation and to administer the
Company's incentive, deferred compensation, stock option and long-term
incentives plans pursuant to the terms of the

respective plans. The members of the Compensation Committee are ineligible to
participate in any of the plans or programs administered by the Compensation
Committee, except the Company's Directors Stock Plan and except for certain
replacement options granted to non-employee directors who participated in the
Company's Exchange Offer, described below under the caption "Stock Options and
Restricted Stock" in the Report of the Compensation and Management Development
Committee on Executive Compensation. The Committee met 4 times during the 2002
fiscal year and acted by unanimous written consent 6 times.

The TECHNOLOGY COMMITTEE reviews and oversees technology-based issues of
importance to the Company including, but not limited to, evaluation of the
Company's investments in technology, research resources and product development;

10
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evaluation of the Company as a technology leader based on benchmarking against
other recognized technology centers (corporate, government and universities);
evaluation of the strength and integrity of the Company's engineering and
manufacturing processes and disciplines; and evaluation of the application of
information and other advanced technologies in the Company's businesses to
enhance productivity and competitiveness. The Technology Committee did not meet
in the 2002 fiscal year.

The SOCIAL AND ENVIRONMENTAL COMMITTEE reviews and assesses the Company's
policies and practices in the areas of community and civic relations including
programs and contributions to health, educational, cultural and other social
institutions; product integrity and safety; employee health and safety; employee
relations, with particular emphasis on equal employment opportunities and
advancement; and the protection and enhancement of the environment and energy
resources. The Social and Environmental Committee did not meet in the 2002
fiscal year.

The Board of Directors held 14 meetings and acted by unanimous written
consent four times during the 2002 fiscal year. Each director is expected to
attend each meeting of the Board and those committees on which he serves. Other
than Messrs. Bressler and Eslambolchi, who attended 67% and 55%, respectively,
of all meetings of the Board and all committees on which each of them served, no
director attended less than 75% of all the meetings of the Board and those
committees on which he served in the 2002 fiscal year.

DIRECTORS' COMPENSATION

During fiscal 2002, non-employee directors of the Company received a base
retainer at the rate of $30,000 per year for Board service. They received an
additional retainer for service on committees of the Board as follows: (a) an
annual fee of $2,500 for service as a committee chairman and (b) an annual fee
of $1,500 for service as a member of a committee. In addition, each non-employee
director received (a) $1,000 per day for each Board meeting attended in person
and (b) $500 per day for each Board meeting attended by telephone. The Directors
Stock Plan provides that upon initial election to the Board, each non-employee
director will be granted an option to purchase 40,000 shares of the Company's
Common Stock at an exercise price per share equal to the fair market value of
the Company's Common Stock on the date of grant. Such stock options become
exercisable in four equal installments on each of the first, second, third and
fourth anniversaries of the date the options are granted. In addition, following
completion of one year of service on the Board, each non-employee director will
thereafter be granted an option to purchase 20,000 shares of the Company's
Common Stock following each Annual Meeting of Shareowners of the Company. No
annual grants of options were made pursuant to the Directors Stock Plan in
fiscal year 2002 to the directors who participated in the Company's Exchange
Program to the full amount allowed.

In view of Mr. Beall's extraordinary contributions to the Company and its
shareowners, on October 31, 2002 the Board of Directors (with Mr. Beall
abstaining) voted to extend the expiration date of certain options to purchase
the Company's Common Stock (the "Conexant Options") granted to Mr. Beall under
the Conexant Systems, Inc. 1998 Stock Option Plan (the "Conexant 1998 Plan") in
connection with certain adjustments to options to purchase Rockwell common stock
(the "Rockwell Options") held by Mr. Beall at the time of the spin-off of the
Company from Rockwell on December 31, 1998. Mr. Beall's Conexant Options consist
of (i) non-qualified options to purchase 288,208 shares of Common Stock of the
Company with an exercise price of $1.78 per share; (ii) non-qualified options to
purchase 321,986 shares of Common Stock of the Company with an exercise price of
$2.59 per share; and (iii) non-qualified options to purchase 273,820

11
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shares of Common Stock of the Company with an exercise price of $3.27 per share.
Under the terms of the Conexant 1998 Plan and Mr. Beall's stock option
agreements, the Conexant Options, if not sooner exercised, were to expire on
June 30, 2003, the fifth anniversary of Mr. Beall's retirement from Rockwell. As
a result of the extension, the Conexant Options may be exercised until ten years
after the original date of grant of the corresponding Rockwell Options from
which the Conexant Options were derived (specifically, until December 5, 2004 in
the case of the Conexant Options with a $1.78 exercise price, until December 5,
2005 in the case of the Conexant Options with a $2.59 exercise price and until
December 8, 2006 in the case of the Conexant Options with a $3.27 exercise
price). The Board of Directors noted that there would not be an earnings charge
in connection with the extension of the expiration date of the Conexant Options
because the exercise prices of the Conexant Options exceeded the fair market
value of the Company's Common Stock subject to the Conexant Options on the date
the extension became effective. In addition, in recognition of their
extraordinary service to the Company, Messrs. Beall, Bressler, Farrill and
Stead, the four non-employee directors who have been members of the Board since
the time the Company was spun-off from Rockwell were each granted options to
purchase 80,000 shares of the Company's Common Stock on November 29, 2002,
approximately the fourth anniversary of their joining the Board. The exercise
price of these stock options is $2.28 and the options will vest in four equal
installments on each of the first, second, third and fourth anniversaries of the
date the options were granted.

Under the terms of the Company's directors' deferred compensation plan, a
director may elect to defer all or part of the cash payment of retainer fees
until such time as shall be specified with interest on deferred amounts accruing
quarterly at 120% of the Federal long-term rate set each month by the Secretary
of the Treasury. Each director also has the alternative each year to determine
whether to defer all or any portion of the cash retainer by electing to receive
shares or restricted shares valued at the closing price of the Company's Common
Stock on the Nasdag National Market on the date each retainer payment would
otherwise be made in cash.

REPORT OF THE AUDIT COMMITTEE

The Audit Committee, which consists entirely of non-employee directors (see
"Board Committees and Meetings" above), has furnished the following report on
Audit Committee matters:

The Audit Committee acts pursuant to a written charter, which was adopted
by the Board of Directors of the Company on November 30, 1998, amended and
restated most recently on October 31, 2002. A copy of the charter, which is
reviewed annually by the Audit Committee, is attached as Appendix A to this
Proxy Statement. The Audit Committee has reviewed the audited financial
statements of the Company for the fiscal year ended September 30, 2002 with
management and it has discussed with Deloitte & Touche LLP, the Company's
independent auditors, the matters required to be discussed by Statement on
Auditing Standards No. 61 (Communication with Audit Committees) relating to the
conduct of the audit. The Audit Committee has also received written disclosures
and a letter from Deloitte & Touche LLP regarding its independence from the
Company as required by Independence Standards Board Standard No. 1 (Independence
Discussions with Audit Committees), has discussed with Deloitte & Touche LLP the
independence of that firm and has considered whether the provision of non-audit
services by Deloitte & Touche LLP is compatible with maintaining the
independence of that firm. Based upon the above materials and discussions, the
Board of Directors, including all the members of the Audit Committee, met with
Deloitte & Touche LLP, reviewed the Company's audited financial statements and
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approved the inclusion of these financial statements in the Company's Annual
Report on Form 10-K for the fiscal year ended September 30, 2002.

Audit Committee

Richard M. Bressler, Chairman
Ralph J. Cicerone
F. Craig Farrill
Jerre L. Stead

REPORT OF THE COMPENSATION AND MANAGEMENT DEVELOPMENT COMMITTEE ON EXECUTIVE
COMPENSATION

The Compensation and Management Development Committee (the "Compensation
Committee"), which consists entirely of non-employee directors (see "Board
Committees and Meetings" above), has furnished the following report on executive
compensation:

COMPENSATION PHILOSOPHY AND OBJECTIVES OF THE COMPANY

The Compensation Committee has adopted for the Company a general
compensation philosophy of "pay for performance" in which total cash
compensation should vary with Company performance. The Compensation Committee
believes this philosophy is appropriate for the Company as a high technology,
semiconductor company. The Compensation Committee's goal is to provide base
salary and opportunity for annual incentives sufficient to provide total cash
compensation at market competitive levels for major U.S. high technology
companies and to provide long-term incentives in the form of stock option grants
to its executives at slightly above market competitive levels for major U.S.
high technology companies.

Total annual compensation for the majority of the Company's employees,
including its executive officers, consists of the following:

- Base salary; and

- An annual incentive compensation program that is related to growth in
certain financial performance measures of the Company and/or its stock
price appreciation, and based on an individual bonus target for the
performance period. The annual incentive from year to year may be
delivered in cash, restricted stock or stock options.

10

Long-term incentive compensation is realized through the grant of stock
options and, in some cases, shares of restricted stock, to executive officers
and most employees under the 1999 Long Term Incentives Plan ("1999 LTIP") and
the 2000 Non—-Qualified Stock Plan.

In addition to encouraging stock ownership by granting stock options and
restricted stock, the Company further encourages all of its employees to own the
Company's Common Stock through the Company's Employee Stock Purchase Plans (the

"ESPPs"). The ESPPs allow participants to buy the Company's Common Stock at a
discount to the market price with up to 10% of their salary and bonuses (subject
to certain limits), thereby allowing employees to profit when the value of the

Company's Common Stock increases over time.
SETTING EXECUTIVE COMPENSATION

In setting the base salary and individual bonus target amount for executive
officers, the Compensation Committee reviews information relating to executive
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compensation of U.S.-based semiconductor and other high technology companies
that are considered generally comparable to the Company. While there is no
specific formula that is used to establish executive compensation in relation to
this market data, executive officer base salary is generally set to be around
the average salaries for comparable jobs in the marketplace. However, if the
Company's business groups meet or exceed certain predetermined financial and
non-financial goals, amounts paid under the Company's performance-based
incentive compensation programs may lead to total cash compensation levels that
are higher than the average salaries for comparable jobs. The Compensation
Committee considers the total compensation (earned or potentially available) of
the senior executives in establishing each component of compensation. In its
review, the Compensation Committee considers the following: (1) industry, peer
group and national surveys of other U.S. semiconductor and high technology
companies; (2) reports of the independent compensation consultants who advise
the Compensation Committee on the Company's compensation programs in comparison
with those of other companies which the consultants believe compete with the
Company for executive talent; and (3) performance judgments as to the past and
expected future contributions of individual senior executives.

As a result of this process, and in accordance with the Company's
compensation philosophy that total cash compensation should vary with Company
performance, for fiscal year 2002 the Company continued the 10% salary reduction
for officers at the level of vice president and above that was instituted in
fiscal year 2001. This reduction remained in place throughout fiscal year 2002
and is expected to remain in effect until the Company's Broadband Communications
business segment achieves profitability as measured on a pro forma basis;
however, the reduction is expected to remain in place until the Company's
Mindspeed Technologies business segment ("Mindspeed") achieves profitability as
measured on a pro forma basis for officers at the level vice president and above
if they are assigned to the Mindspeed segment or if they serve both the
Broadband Communication and the Mindspeed segments (e.g., Messrs. Decker, Iyer
and O'Reilly). In addition, as discussed below, a significant part of each
executive officer's potential total cash compensation is dependent on the
performance of the Company as measured through its performance-based incentive
compensation program.

PERFORMANCE-BASED COMPENSATION

The Company's executive annual incentive compensation plan is based on the
overall financial performance of the Company. In any given year, that
performance is measured against the specific performance criteria adopted by the
Compensation Committee for use in that particular fiscal year. Performance
criteria typically include revenue growth, operational profitability, and
attainment of strategic business development goals. In addition, executive
incentive compensation awards may be adjusted by an individual performance
multiplier. The Chief Executive Officer's annual incentive plan has the same
components as the executive plan. This award may also be adjusted by the Board
of Directors based on individual performance. For all executives, the annual
incentive award value is targeted at competitive market levels for semiconductor
and other high technology companies.

11

PERFORMANCE BASED COMPENSATION PLAN FOR FISCAL YEAR 2002

In November 2001, the Company adopted the 2001 Performance Share Plan
pursuant to which the Company may make grants of performance share awards to
eligible employees, including executive officers. Performance s