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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Quarterly Period Ended December 31, 2010
OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
Commission file number: 000-24923
CONEXANT SYSTEMS, INC.
(Exact name of registrant as specified in its charter)

Delaware 25-1799439
(State of incorporation) (I.R.S. Employer Identification No.)
4000 MacArthur Boulevard
Newport Beach, California 92660-3095
(Address of principal executive offices) (Zip code)
(949) 483-4600

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

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting
(Do not check if a smaller company o
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
As of February 3, 2011, there were 82,123,149 shares of the registrant s common stock outstanding.
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements within the meaning of the federal securities laws. Any
statements that do not relate to historical or current facts or matters are forward-looking statements. You can identify
some of the forward-looking statements by the use of forward-looking words, such as may, will, could, project,

believe, anticipate, expect, estimate, continue, potential, plan, forecasts, and the like, the negatives of s
expressions, or the use of future tense. Statements concerning current conditions may also be forward-looking if they
imply a continuation of current conditions. Examples of forward-looking statements include, but are not limited to,
statements concerning:
our expectations regarding our proposed merger transaction with Standard Microsystems Corporation;

our expectations regarding the market share of our products, growth in the markets we serve and our market
opportunities;

our expectations regarding price and product competition;

our expectations regarding continued demand and future growth in demand for our products in the
communications, PC and consumer markets we serve;

our expectations regarding the declines in our legacy products;

our plans and expectations regarding the transition of our semiconductor products to smaller line width
geometries;

our expectation that we will be able to sustain the recoverability of our goodwill, intangible and tangible
long-term assets;

our product development plans;
our expectation that our largest customers will continue to account for a substantial portion of our revenue;
our expectations regarding our contractual obligations and commitments;

our expectation that we will be able to protect our products and services with proprietary technology and
intellectual property protection;

our expectation that we will be able to meet our lease obligations (and other financial commitments);
our expectations, subject to the qualifications expressed, regarding the sufficiency of our existing sources of
liquidity, together with cash expected to be generated from operations, to fund our operations, research and

development, anticipated capital expenditures, and working capital for at least the next twelve months;

our expectation that we will be able to continue to rely on third party manufacturers to manufacture, assemble
and test our products to meet our customers demands;

our expectations concerning the redemption of our 4.00% convertible subordinated notes due March 2026; and

our expectations that we will be able to use our net operating losses and other tax attributes to offset future
taxable income.
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Forward-looking statements are subject to risks and uncertainties that could cause actual results to differ materially
from those expressed in the forward-looking statements. You are urged to carefully review the disclosures we make
concerning risks and other factors that may affect our business and operating results, including, but not limited to,
those made in Part II, Item 1A of this Quarterly Report on Form 10-Q, and any of those made in our other reports filed
with the Securities and Exchange Commission (SEC). Please consider our forward-looking statements in light of those
risks as you read this Quarterly Report on Form 10-Q. You are cautioned not to place undue reliance on these
forward-looking statements, which speak only as of the date of this document. We do not intend, and undertake no
obligation, to publish revised forward-looking statements to reflect events or circumstances after the date of this
document or to reflect the occurrence of unanticipated events.

1
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PART 1. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
CONEXANT SYSTEMS, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED BALANCE SHEETS
(in thousands, except for par value amount)

December 31, October 1,
2010 2010
ASSETS
Current assets:
Cash and cash equivalents $ 79,606 $ 54,466
Marketable securities 20,028 20,059
Receivables, net of allowance of $368 at December 31, 2010 and October 1,
2010 24,500 31,463
Inventories 7,884 8,747
Other current assets 12,141 14,690
Assets held for sale 13,059
Total current assets 144,159 142,484
Property, plant and equipment, net of accumulated depreciation of $28,413
and $30,050 at December 31, 2010 and October 1, 2010, respectively 5,505 6,080
Goodwill 109,908 109,908
Other assets 40,507 47,372
Total assets $ 300,079 $ 305,844
LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities:
Short-term debt 11,122 10,978
Accounts payable 11,583 12,516
Accrued compensation and benefits 6,616 7,682
Other current liabilities 32,258 31,836
Total current liabilities 61,579 63,012
Long-term debt 173,624 173,543
Other liabilities 61,029 57,197
Total liabilities 296,232 293,752
Commitments and contingencies (Note 5)
Shareholders equity:
Preferred and junior preferred stock: 20,000 and 5,000 shares authorized,
respectively
Common stock, $0.01 par value: 200,000 shares authorized; 82,070 and
81,273 shares issued and outstanding at December 31, 2010 and October 1,
2010, respectively 821 813
Additional paid-in capital 4,921,034 4,919,582
Accumulated deficit (4,919,187) (4,909,509)
Accumulated other comprehensive income 1,179 1,206
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Total shareholders equity 3,847 12,092
Total liabilities and shareholders equity $ 300,079 $ 305,844

See accompanying notes to unaudited consolidated financial statements
3
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CONEXANT SYSTEMS, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

Net revenues
Cost of goods sold

Gross margin

Operating expenses:

Research and development

Selling, general and administrative

Amortization of intangible assets

Gain on sale of intellectual property

Special charges

Total operating expenses

Operating income

Interest expense

Other expense (income), net

(Loss) income from continuing operations before income taxes and income
(loss) on equity method investments

Income tax provision (benefit)

(Loss) income from continuing operations before income (loss) on equity method
investments

Income (loss) on equity method investments

(Loss) income from continuing operations
Loss from discontinued operations, net of tax

Net (loss) income

(Loss) income per share from continuing operations basic and diluted
Loss per share from discontinued operations basic and diluted

Net (loss) income per share basic and diluted

Shares used in basic per-share computations

Shares used in diluted per-share computations

Table of Contents

Fiscal Quarter Ended
December
31, January 1,
2010 2010
$ 46,110 $ 61,813
18,709 24,204
27,401 37,609
13,548 13,245
11,187 12,402
284 396
(1,249)
2,282 346
26,052 26,389
1,349 11,220
5,714 9,503
5,851 (7,204)
(10,216) 8,921
94 (230)
(10,310) 9,151
663 (454)
(9,647) 8,697
(€2))] (363)
$ (9,678) $ 8,334
$ (0.12) $ 0.14
$ 0.00 $ 0.00
$ (0.12) $ 0.14
81,787 60,023
81,787 60,091
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See accompanying notes to unaudited consolidated financial statements
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CONEXANT SYSTEMS, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activities:
Net (loss) income

Adjustments to reconcile net (loss) income to net cash provided by operating

activities:

Depreciation

Amortization of intangible assets

Reversal of provision for bad debts, net
Reversals of inventory provisions, net
Amortization of debt discount

Deferred income taxes

Stock-based compensation

Decrease (increase) in fair value of derivative instruments
(Gains) losses on equity method investments
Loss on termination of swap

Loss on extinguishment of debt

Net gain on sale of equity securities

Gain on sale of intellectual property

Other items, net

Changes in assets and liabilities:
Receivables

Inventories

Accounts payable

Accrued expenses and other current liabilities
Other, net

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property, plant and equipment

Proceeds from sale of real estate, net of closing costs of $439
Proceeds from sale of property, plant and equipment
Payments for acquisitions

Proceeds from sales of equity securities

Release of restricted cash

Proceeds from sale of intellectual property

Net cash provided by investing activities

Cash flows from financing activities:

Net repayments of short-term debt, including debt costs of $60 and $483
Extinguishment of long-term debt

Proceeds from issuance of common stock, net of offering costs of $440
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Fiscal Quarter Ended

December
31,
2010

$ (9,678)

638
284

(71)
225
118
2,005
7,276

(663)

(1,393)
(1,249)
(211)

6,963

934
(1,087)
(1,463)

838

3,466
(354)
21,087

802
120
624
22,279

(60)

January 1,
2010

$ 8,334

1,067
396
(101)
(191)
3,562
13
1,461
(4,285)
1,308
1,728
1,124
(4,113)

303

(463)
223

(3,980)
2,970
849

10,205
(219)
163
(625)
4,274
8,500
12,093
(29,136)

(62,014)
2,551

10
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Employee income tax paid related to vesting of restricted stock units (545)

Net cash used in financing activities (605) (88,599)
Net increase (decrease) in cash and cash equivalents 25,140 (66,301)
Cash and cash equivalents at beginning of period 54,466 125,385
Cash and cash equivalents at end of period $ 79,606 $ 59,084

See accompanying notes to unaudited consolidated financial statements
5
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CONEXANT SYSTEMS, INC. AND SUBSIDIARIES

Notes to Unaudited Consolidated Financial Statements
1. Basis of Presentation and Significant Accounting Policies
Conexant Systems, Inc. ( Conexant or the Company ) designs, develops and sells semiconductor system solutions,
comprised of semiconductor devices, software and reference designs, for imaging, audio, embedded-modem, and
video applications. These solutions include a comprehensive portfolio of imaging solutions for multifunction printers
(MFPs), fax platforms, and interactive display frame market segments. The Company s audio solutions include
high-definition (HD) audio integrated circuits, HD audio codecs, and speakers-on-a-chip solutions for personal
computers, PC peripheral sound systems, audio subsystems, speakers, notebook docking stations, voice-over-IP
speakerphones, USB headsets supporting Microsoft Office Communicator and Skype, and audio-enabled surveillance
applications. The Company also offers a full suite of embedded-modem solutions for set-top boxes, point-of-sale
systems, home automation and security systems, and desktop and notebook PCs. Additional products include decoders
and media bridges for video surveillance security and monitoring applications, and system solutions for analog
video-based multimedia applications.
Interim Reporting The unaudited consolidated financial statements include the accounts of the Company and its
wholly owned subsidiaries. All intercompany transactions and balances have been eliminated.
These unaudited consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and related notes contained in the Company s Annual Report on Form 10-K for the fiscal year
ended October 1, 2010. The financial information presented in the accompanying statements reflects all adjustments
that are, in the opinion of management, necessary for a fair statement of the periods indicated. All such adjustments
are of a normal recurring nature. The year-end balance sheet data was derived from the audited consolidated financial
statements.
Fiscal Periods The Company s fiscal year is the 52- or 53-week period ending on the Friday closest to September 30.
In a 52-week year, each fiscal quarter consists of 13 weeks. The additional week in a 53-week year is added to the
fourth quarter, making such quarter consist of 14 weeks. Fiscal 2011 consists of, and fiscal 2010 consisted of, 52
weeks.
Use of Estimates The preparation of financial statements in conformity with accounting principles generally accepted
in the United States ( US GAAP ) requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notes. Among the significant estimates affecting
the consolidated financial statements are those related to revenue recognition, allowance for doubtful accounts,
reserves related to inventories and sales returns, long-lived assets (including goodwill and intangible assets), deferred
income taxes, valuation of warrants, stock-based compensation and restructuring charges. On an ongoing basis,
management reviews its estimates based upon currently available information. Actual results could differ materially
from those estimates.
Revenue Recognition The Company recognizes revenue when (i) persuasive evidence of an arrangement exists,
(ii) delivery has occurred, (iii) the sales price and terms are fixed and determinable, and (iv) the collection of the
receivable is reasonably assured. These terms are typically met upon shipment of product to the customer. The
majority of the Company s distributors have limited stock rotation rights, which allow them to rotate up to 10% of
product in their inventory two times per year. The Company recognizes revenue to these distributors upon shipment of
product to the distributor, as the stock rotation rights are limited and the Company believes that it has the ability to
reasonably estimate and establish allowances for expected product returns in accordance with the accounting guidance
for revenue recognition when right of return exists. Development revenue is recognized when services are performed
and was not significant for any periods presented.
Marketable Securities The Company defines marketable securities as income-yielding debt securities that can be
readily converted into cash and equity securities acquired through strategic non-marketable investments that
subsequently became listed on public markets. All of the Company s marketable debt securities are U.S. Treasury
obligations rated Aaa or AAA by the major credit rating agencies.
The Company accounts for its investments in marketable securities as available-for-sale and determines the
appropriate classification of such securities at the time of purchase and re-evaluates such classification as of each
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balance sheet date. Marketable securities are reported at fair value with the related unrealized gains and losses
included in accumulated other comprehensive income, a component of shareholders equity, on the Company s
consolidated balance sheets. Realized gains and losses are included in other expense (income), net in the
accompanying unaudited consolidated statements of operations. Gains and losses on the sale of available-for-sale
securities are determined using the specific-identification method. The Company did not hold any securities for
speculative or trading purposes.
Restricted Cash  'The Company has outstanding letters of credit collateralized by restricted cash aggregating
$5.5 million to secure various long-term operating leases and the Company s self-insured worker s compensation plan.
The restricted cash associated with these letters of credit is classified as other long-term assets on the consolidated
balance sheets.

6
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Inventories On a quarterly basis, the Company also assesses the net realizable value of its inventories. When the
estimated average selling prices, less cost to sell its inventory, falls below its inventory cost, the Company adjusts its
inventory to its current estimated market value. Lower of cost or market adjustments may be required based upon
actual average selling prices and changes to the Company s current estimates, which could impact the Company s gross
margin percentage. There were no lower of cost or market adjustments in the fiscal quarter ended December 31, 2010
and January 1, 2010.

Investments The Company accounts for non-marketable investments using the equity method of accounting if the
investment gives the Company the ability to exercise significant influence over, but not control of, an investee.
Significant influence generally exists if the Company has an ownership interest representing between 20% and 50% of
the voting stock of the investee. Under the equity method of accounting, investments are stated at initial cost and are
adjusted for subsequent additional investments and the Company s proportionate share of earnings or losses and
distributions. Additional investments by other parties in the investee will result in a reduction in the Company s
ownership interest, and the resulting gain or loss will be recorded in the consolidated statements of operations. Where
the Company is unable to exercise significant influence over the investee, investments are accounted for under the
cost method, except for investments in limited partnerships, for which the Company uses the equity method. Under
the cost method, investments are carried at cost and adjusted only for other-than-temporary declines in fair value,
return of capital or additional investments.

Accounting for Convertible Debt The Company has adopted the accounting guidance for convertible debt
instruments that may be settled in cash upon conversion (including partial cash settlement). This guidance requires the
issuer to separately account for the liability and equity components of convertible debt instruments in a manner that
reflects the issuer s hypothetical nonconvertible debt borrowing rate. The guidance resulted in the Company
recognizing higher interest expense in the statement of operations due to amortization of the discount that results from
separating the liability and equity components. The accounting guidance applies to our 4.00% convertible
subordinated notes ( convertible notes ) issued in 2006.

Derivative Financial Instruments The Company s derivative financial instruments as of December 31, 2010 consisted
of the Company s warrant to purchase 6.1 million shares of Mindspeed Technologies, Inc. ( Mindspeed ) common stock.
Supplemental Cash Flow Information Cash paid for interest was $0.1 million and $1.1 million for the fiscal quarter
ended December 31, 2010 and January 1, 2010, respectively. Cash paid for income taxes for the fiscal quarter ended
December 31, 2010 and January 1, 2010 was $0.1 million and $0.2 million, respectively.

Net (Loss) Income Per Share Net (loss) income per share is computed in accordance with the accounting guidance
for earnings per share. Basic net (loss) income per share is computed by dividing net (loss) income by the weighted
average number of common shares outstanding during the period. Diluted net (loss) income per share is computed by
dividing net (loss) income by the weighted average number of common shares outstanding and potentially dilutive
securities outstanding during the period. Potentially dilutive securities include stock options, restricted stock units and
shares of stock issuable upon conversion of the Company s convertible notes. The dilutive effect of stock options and
restricted stock units is computed under the treasury stock method, and the dilutive effect of convertible notes is
computed using the if-converted method. Potentially dilutive securities are excluded from the computations of diluted
net (loss) income per share if their effect would be antidilutive.

The following potentially dilutive securities have been excluded from the diluted net (loss) income per share
calculations because their effect would have been antidilutive (in thousands):

Fiscal Quarter Ended
December
31, January 1,
2010 2010
Employee stock options 3,790 6,103
4.00% convertible subordinated notes due March 2026 228 4,723
4,018 10,826
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The following potentially dilutive securities have been included in the diluted net (loss) income per share calculations
(in thousands):

Fiscal Quarter Ended

December
31, January 1,
2010 2010
Weighted average shares for basic net (loss) income per share 81,787 60,023
Employee stock options and restricted stock units 68
Weighted average shares for diluted (loss) income per share 81,787 60,091

7
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Goodwill Goodwill is tested annually during the fourth fiscal quarter and, if necessary, whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. During the first fiscal quarter of 2011, based
on current business forecasts, the Company determined there were no indicators of impairment and therefore no
interim goodwill impairment analysis was considered necessary for this period.

Recently Issued Accounting Pronouncements

In December 2010, the Financial Accounting Standards Board ( FASB ) issued an update to modify Step 1 of the
goodwill impairment test for reporting units with zero or negative carrying amounts. For those reporting units, an
entity is required to perform Step 2 of the goodwill impairment test if it is more likely than not that a goodwill
impairment exists. In determining whether it is more likely than not that a goodwill impairment exists, an entity
should consider whether there are any adverse qualitative factors indicating that an impairment may exist. The
qualitative factors are consistent with the existing guidance, which requires that goodwill of a reporting unit be tested
for impairment between annual tests if an event occurs or circumstances change that would more likely than not
reduce the fair value of a reporting unit below its carrying amount. This accounting guidance will be effective for
financial statements issued for fiscal years beginning after December 15, 2010, and interim periods within those fiscal
years. Early adoption is not permitted. The Company is currently evaluating the impact of this guidance on our
financial position and results of operations.

2. Sale of Real property

On December 22, 2010, the Company sold certain real property adjacent to its Newport Beach, California
headquarters to Uptown Newport L.P. for $23.5 million, which consisted of $21.5 million in cash and a limited
partnership interest in the property, which the Company has valued at $2.0 million. The property primarily consists of
approximately 25 acres of land, and included two leased buildings, improvements and site development costs. The net
book value of the property sold was as follows (in thousands):

Land $ 1,662
Land and leasehold improvements, net 356
Buildings, net 5,610
Machinery and equipment, net 262
Site development costs 7,691

$15,581

The Company has continuing involvement with the property related to groundwater and soil remediation, and has
therefore deferred the gain of $6.8 million on the monetary portion of the proceeds of the transaction, net of
transaction costs of $0.4 million. The gain is classified under other long-term liabilities on the balance sheet. The gain
will be recognized at the time that the Company receives a No Further Action letter ( NFA Letter ), or its equivalent,
from the appropriate government regulator relating to such remediation, indicating that the remediation is substantially
complete. Responsibility for soil remediation was transferred to Uptown Newport L.P. with the Company retaining
certain obligations to assist in the soil remediation process for up to five years (or earlier under certain circumstances
set forth in the agreement between the parties). Responsibility for groundwater remediation remains with the
Company in perpetuity, however, receipt of a NFA Letter from the appropriate government regulator is an indication
that the risk of discovery of additional groundwater contamination is remote. The Company has accrued $2.2 million
of reserves based on management s best estimate of remaining remediation costs, of which $1.5 million is classified in
long-term other liabilities.

The Company did not recognize any gain on the limited partnership interest portion of the proceeds. The Company
retains an approximately 7.5% limited partnership interest in the property, recognized at a cost basis of $1.3 million.
The cost basis of the Company s 7.5% limited partnership interest was determined by allocating the proportionate
share of the net book value of the property sold, based on the fair value of the limited partnership interest as a
percentage of the total proceeds of $23.5 million.

3. Fair Value of Certain Financial Assets and Liabilities
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In accordance with the accounting guidance for fair value measurements, the following represents the Company s fair
value hierarchy for its financial assets and liabilities measured at fair value on a recurring basis as of December 31,
2010 (in thousands):

8
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Level 2
Assets:
Marketable securities $20,028
Mindspeed warrant 13,410
Total Assets $33,438

Level 1 financial assets and liabilities consist of unadjusted quoted prices in active markets that are accessible at the
measurement date for identical, unrestricted assets or liabilities. The Company had no financial assets or liabilities
classified as Level 1 as of December 31, 2010 and October 1, 2010.

Level 2 financial assets and liabilities consist of the Company s marketable debt securities, whose values are based on
broker or dealer quotes or the pricing of a similar security, and the Company s warrant to purchase approximately
6.1 million shares of Mindspeed common stock at an exercise price of $16.74 per share through June 2013. The
Company had marketable securities of $20.1 million as of October 1, 2010. The fair value of the Mindspeed warrant
was $20.7 million as of October 1, 2010.

Level 3 financial assets and liabilities consist of inputs that are both significant to the fair value measurement and
unobservable. The Company had no financial assets or liabilities classified as Level 3 as of December 31, 2010 and
October 1, 2010.

The fair value of other financial instruments, which consist of the Company s 4.00% convertible subordinated notes
due March 2026 and the Company s 11.25% senior secured notes due 2015, was $11.2 million (for the 4.00%
convertible subordinated notes) and $176.8 million (for the 11.25% senior secured notes) as of December 31, 2010.
The fair value of the 4.00% convertible subordinated notes was calculated using a quoted market price in an active
market. The fair value of the 11.25% senior secured notes is based on an indicative bid price provided by the
underwriter of the senior secured notes, and was 101% of par as of December 31, 2010.

The following table shows the gross unrealized gain and fair value for marketable securities as of December 31, 2010
(in thousands):

Gross
Amortized Unrealized
Fair
Cost Gain Value
December 31, 2010
U.S. Treasury obligations $ 20,020 $ 8 $ 20,028
4. Supplemental Financial Information
Inventories
Inventories consist of the following (in thousands):
December October
31, 1,
2010 2010
Work-in-process $ 5,266 $ 4,840
Finished goods 2,618 3,907
Total inventories $ 7,884 $ 8,747
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Intangible Assets
Intangible assets consist of the following (in thousands):

December 31, 2010 October 1, 2010
Gross Gross
Carrying Accumulated Book Carrying Accumulated Book
Amount Amortization Value Amount Amortization Value
Product licenses $ 2,400 $ (1,096) $ 1,304 $ 2,400 $ (1,004) $ 1,396
Other intangible assets 6,830 4,110) 2,720 6,830 (3,918) 2912

$9,230 $ (5,206) $4,024 $9,230 $ (4,922) $4,308

Intangible assets are amortized over a weighted-average remaining period of approximately 4.3 years. Annual
amortization expense is expected to be as follows (in thousands):

Fiscal Year Ending
2011 2012 2013 2014 2015 Thereafter
Amortization expense $ 833 $1,137 $ 1,027 $ 439 $ 150 $ 418

Mindspeed Warrant

The Company has a warrant to purchase approximately 6.1 million shares of Mindspeed common stock at an exercise
price of $16.74 per share through June 2013. At December 31, 2010 and October 1, 2010, the market value of
Mindspeed common stock was $6.10 and $7.73 per share, respectively. The Company accounts for the Mindspeed
warrant as a derivative instrument, and changes in the fair value of the warrant are included in other expense (income),
net for each period. At December 31, 2010 and October 1, 2010, the aggregate fair value of the Mindspeed warrant
included on the accompanying consolidated balance sheets was $13.4 million and $20.7 million, respectively. At
December 31, 2010, the warrant was valued using the Black-Scholes-Merton model with an expected term of 2.5
years, expected volatility of 101%, a risk-free interest rate of approximately 0.8% and no dividend yield. The
aggregate fair value of the warrant is reflected as a long-term