EXHIBIT B

Treatment of Employee Stock Purchase Plan (Ragd)

datee#ﬂqeeerren%e#epmgupendr@ve one flnal gurchase and then term nate

No Solicitation of Acquisition Proposals (Page84)

We have agreed to immediately cease and cause teri@ated any activities, discussions or negotiat with
any parties that may have been ongoing with resjpean acquisition proposal and to instruct suctiigmto return to
us or destroy any confidential information that lesen provided in any such activities, discussmmnsegotiations.

From the date of the merger agreement until thectfie time of the merger or, if earlier, the teration of the
merger agreement in accordance with its terms, Weot and will cause our subsidiaries, and oud anr subsidiariés
respective representatives, not to, directly oiraudly:

=¢ solicit, initiate, seek or knowingly encourage, ifitate, induce or support any announcement, conication,
inquiry, expression of interest, proposal or offieat constitutes or could reasonably be expectddatt to an
acquisition proposal;

= enter into, participate in, maintain or continuey afiscussions or negotiations relating to, any &iiipn
proposal with any third party, other than solely dtate that the Company, its subsidiaries and t
representatives are prohibited from engaging insugh discussions or negotiations;

2o furnish to any third party any non-public inforn@atithat could reasonably be expected to be usec
the purposes of formulating any inquiry, expressdninterest, proposal or offer relating to an asijon
proposal from such third party, other than anyrimiation disclosed in the ordinary course consistétii past
practices and not known by us to be used for thipgaes of formulating any inquiry, expression deiast,
proposal or offer relating to an acquisition pragdps

=e accept any acquisition proposal or enter into aggeement, arrangement or understanding relatingnio
acquisition proposal; or

e submit any acquisition proposal or any matter eeldhereto to the vote of our stockholders.

At any time before our stockholders adopt the meeggeement and so long as we are not in matergéch of
our non-solicitation obligations under the merggreament, if we receive a bona fide, written aagjars proposal, we
and our board of directors may engage in negotiat@ discussions with, or furnish any informationany third party
making such proposal and its representatives ifomard of directors determines in good faith, afi@nsultation with itg
outside legal and financial advisors, that suchumstitpn proposal constitutes, or is reasonablgljikio result in, a
superior proposal and that such action is necedsacpmply with our directoisfiduciary duties to our stockholder
under the General Corporation Law of the State efa@are, which we refer to as the DGOleln the merger
agreementwhich setsforth the circumstancesn which we can provide informationto and engagein dialoguewith any

arty that provides Bona fidewritten acquisition proposal (as defined in thegee agreement) that is or may lead t
superior proposal, we agreedthat we may not, and shall not allow any of our subsidmr@ our subsidiaries
representatives to, furnish any information to aogh third party making the acquisition proposahuut first entering
into a confidentiality agreement containing customanitations on the use and disclosure of all paiblic written and
oral information furnished to such third party hyam our or our subsidiariebehalf and containing standstill provisid
no less favorable to us than the standstill promsicontained in the confidentiality agreement weered into with
Avago, and promptly providing to Avago USA any

9
AECETLn L PALeRnLs e D e e 00 D0 LS00 AT
Redline LSI Preliminary Proxy Statement - As Filgg371v2 and LSI Definitive Proxy (As Filed) 4641&0

4/9/2014 11:54:23 AM

heir

1 for

ns



VentrigJ
Typewritten text
EXHIBIT B


such information provided to such third parfzesddowever, the standstill previsiengrovision in _the confidentiality
agreemenenteredinto with Avago containsan exceptionpermitting acquisitionproposalsmadeat the invitation of our

board of directors. In the event that we receiy@aposal or expression of interest from a thirdyar compliance with

the mergeragreementand our board of directorsdeterminesamongother things, that such proposalor_expressionof
interestconstitutesor is reasonablylikely to resultin, a superiorproposal,our boardwould extenda written invitation

to such bidder to present such acquisition propagath invitation would permit such third party amend its proposa

with a new superiorproposalin the eventthat suchthird party’s prior proposalis matchedor exceededy Avagoin the
exerciseof Avago’s matchingrights providedfor in the mergeragreementThe standstillprovisionin the confidentiality

agreementhat suchthird party would enterinto with the Companywould not restrict such third party from proceedi
with its proposal, requesting and receivimgrpubli®ion-publicinformation about us and our subsidiaries, engagin

discussions with us with respect to the proposal, d@nour board determines that the proposal ctriss a superiol

proposal and provided that we comply with our nolicgation obligations under the merger agreementering into a
definitive agreement with us with respect to thepmsal. Accordingly, notwithstandingany referencein the merger
agreemento the executionof confidentiality agreementgontainingstandstillprovisionsno lessfavorableto us thanthe
standstill provisionscontainedin the confidentiality agreementve enterednto with Avago, potentialbidderswill be able
to presentus with a potentially superior proposaland will be able to obtain confidential due diligence material and
presentimproved bids regardlesof the standstillprovisionin the confidentiality agreementhat suchthird party would
enter into with the Company.

The merger agreement provides that prior to obtgitihe approval of our stockholders of the proptsaldopt the
merger agreement, our board of directors, with @elspo an acquisition proposal it receives fromhiadtparty, may
change its recommendation that our stockholders teoaidopt the merger agreement and terminate ¢éhgemagreemeri
in order to execute or otherwise enter into a bigdiefinitive agreement to effect a transactionstituting a superior
proposal if our board of directors determines iodydaith, after consultation with its outside coeinand financial
advisors, that such acquisition proposal consstatesuperior proposal and that such action is sagg$o comply with
our directors fiduciary duties to our stockholders under the DG®rior to our board of directors changing
recommendation or terminating the merger agreemeatmust satisfy certain requirements to give Avaf®A prior
notice of our board of directdrsntent to change its recommendation or terminageagreement, provide Avago US
with a copy of the acquisition proposal and allowago USA four business days in which to negotidi@nges to the
merger agreement with us such that the acquigitioposal is no longer a superior proposal.

The merger agreement also provides that prior taimbg the approval of our stockholders of thepmsal to
adopt the merger agreement, our board of direct@g change its recommendation that our stockholdates to adopt
the merger agreement if our board of directors detsrmined in good faith, after consultation with dutside counsel
that, in light of an intervening event and takimgoi account the results of any negotiations witlago USA and any
resulting offer from Avago USA, such action is resaay to comply with fiduciary duties owed by ouvabd of
directors to our stockholders under the DGCL, uponcompliance with certain requirements to givegw USA prior
notice of our board of directdréntent to change its recommendation, the reasonsiding so and allow Avago US/
four business days in which to negotiate changafiéamerger agreement with us that would obviagered for our|
board of directors to change its recommendatioh dba stockholders vote to adopt the merger agreeme
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THE MERGER

This discussion of the merger is qualified in itsirety by reference to the merger agreement, wiscattached
to this proxy statement asnnex A. You should read the entire merger agreement alyeds it is the legal document
that governs the merger.

General

The merger agreement provides that Merger Submmglige with and into the Company. The Company valkie
surviving corporation in the merger and will connto do business following the merger as a whmlyed subsidiary
of Avago USA. As a result of the merger, the Conypaiill cease to be a publicly traded company. E therger is
completed, you will not own any shares of the @dmtock of the surviving corporation.

In the merger, each outstanding share of Compammom stock, except for shares of Company commaork sto
held in the treasury of the Company immediatelympto the effective time of the merger, shares anme Avago USA
or Merger Sub, which will be cancelled and retiwithout any conversion, and shares owned by stdd&t® of the
Company who have (not voted in favor of the merger, (jproperly complied with the provisions of Secti®62 of the
DGCL as to appraisal rightsrand (iii) not effectively withdrawn or lost its rights to apgsal, which we refer to
collectively as the excluded shares, will be coteebiinto the right to receive $11.15 in cash, wtadhount we refer to
as the per share merger consideration, withoutesteless any required tax withholding.

Background of the Merger

At its meetings on Mag and May9, 2013, our board of directors reviewed the Cormjjmibusiness, strategic
direction, performance, risks, opportunities, lolagge plans and capitalization to consider acttbas might increase
stockholder value. At these meetings, the board #dsked our management with further analyzing Goenpanys
business and identifying desirable actions to meeestockholder value for the board of directorsamsider.

On May23, 2013, Mr.Kenneth Hao, a Managing Partner and Managing [reast Silver Lake Partners, which
we refer to as Silver Lake, contacted our chieicakee officer, Mr.Abhijit Talwalkar, to set up a meeting to catch up
on industry trends and the Comp&apusiness with the aim of seeing whether there werestment opportunities for
Silver LakePRartrerswith respect to the Compan¥he Companyhad no prior businessrelationshipwith Silver Lake
Mr. Talwalkar accepted the meeting request and, on D8ne&013, met with MrHao and Mark Margiotta, a
representative of Silver Lake, and discussed theng@aoys current business, our progress toward achievneg t
Companys operating objectives and our industry in genekaithe end of that meeting, MHao asked MrTalwalkar if
he had any interaction with, or ideas for collaliog with, Avago, of which MrHao is a member of the board of
directors. Mr.Talwalkar responded that he had some conversaitiotise past with MrHock Tan, the chief executive
officer of Avago, regarding discrete aspects of thenpanie's respective businesses, but that nothing had esen b
pursued.

Avago subsequently advised us that following thetmg, Mr.Hao determined that the most feasible transaction
with the Company would involve Avago and that Siliakes role would potentially be to provide financingAgago.
Accordingly, Mr. Hao commenced discussions with Mian at Avago concerning a potential acquisitiorthef Company
by Avago. On Juhi4, 2013, Mr.Hao contacted MrTalwalkar and stated that Silver Lake had discugseskible
business collaboration ideas with Mran and asked if MiTalwalkar would be willing to meet with MHao and
Mr. Tan in early August to further discuss potentialatmration opportunitiesBecausethesewere ordinary course

meetings regarding potential business collaboradimh Mr. Hao did not mention

~
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a potentialtransactionto acquirethe Company,Mr. Talwalkar did not requireprior boardauthorizationto engagewith
Mr. Hao and did not inform the board of his discussionswith Mr. Hao until Avago and Silver Lake subsequently

expressed interest in acquiring the Company.

At meetings of our board of directors on Aug8sand Augus®, 2013, and in furtherance of the bdardirective
from the May board meetings to identify desirabtgioms to increase stockholder value, at the Beanavitation,
representatives of Qatalyst Partners LP, which eferrto as Qatalyst Partners, discussed with membérthe
Companys management and the board the Comigasyrategic positioning, future prospects and memegts go-
forward strategic plan and possible alternativesetio. Our board invited Qatalyst Partners becatigs qualifications,
expertise, reputation and knowledge of our busimess affairs and the industry in which the Compapgrates, and
because representatives of Qatalyst Partners hexopsly discussed the Compéasiystrategic positioning, future
prospects and strategic plans with our board imection with our board prior reviews of the Compaisybusiness,
strategic direction, performance, risks, opportasjtlong range plans and capitalization in priearg. The board and
members of our management team also discussedesiatved the Compafy decision tree for strategic transactions,
analyzed several potential strategic options f& @ompany and discussed the potential impact ofrakstrategic
alternatives.

On Augustl2, 2013, Mr.Talwalkar met with MrTan and Mr.Hao. At the meeting, MiTan and Mr.Hao
informed Mr.Talwalkar of Avagts interest in a potential strategic transactiorolviig a sale of the Company to
Avago with Silver Lake acting as a potential soustdéinancing for such a transaction. On this dat&, common stock
closed at a per share price of $7.68. After thistmg, Mr. Talwalkar informed the chairman of our board okdiors,
Mr. Gregorio Reyes, of Avage interest in potentially acquiring the Company.. Heyes, in turn, organized a full
board meeting to be held on Auga$t, 2013.

On August20, 2013, our board of directors held a meetingth&t meeting, MrTalwalkar described to our board
his Augustl2, 2013 meeting with Messrs. Tan and Hao and Agamerest in potentially acquiring the Companyhwit
Silver Lake acting as a potential source of finagcfor such a transaction. Representatives of @sitdartners
discussed with the board of directors potentiahtsgic options for the Company and information ab&wago. Our
board of directors discussed the Compangtrategic alternatives, including potential apples and process
management with respect to a potential sale ofCmmpany, and authorized our management to engagel®wounsel
to represent the Company in connection with theevewf strategic alternatives, including a potdnsale of the
Company. The board also asked Nialwalkar and Qatalyst Partners to continue disonsswith Avago to assess the
seriousness of its interest in acquiring the Compan

On Septembe®, 2013, Skadden, Arps, Slate, MeagReFlom LLP, which we refer to as Skadden Arps, was
engaged as outside counsel to the Company.

On SeptembetO, 2013, Mr.Talwalkar met with Mr.Tan. At the meeting, MiTan discussed Avag® strategic
rationale for an acquisition of the Company, infednMr. Talwalkar that Avage board of directors supported a
potential acquisition of the Company. Mran also informed MrTalwalkar of Avagbs preliminary analysis of a
potential acquisition of the Company, which supgdra wilingness by Avago to pay between $10.00 $htl0O0 in
cash per share of Company common stock. On Septelibe2013, Mr.Talwalkar sent our board a summary of his
discussions with MrTan.

On Septembet?2, 2013, Mr.Tan contacted MrTalwalkar to request a meeting with our managenemtiscuss
the Companys business and the potential acquisition of the g2mmy by Avago.

On Septembet7, 2013, our board of directors held a meeting. Miwalkar summarized his discussions with
Mr. Tan and described Avagopreliminary analysis of a potential acquisitidritee
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Company. Following a discussion of Mraris communications with MiTalwalkar, the board of directors, with the
assistance of representatives of Qatalyst Partdesyssed and identifiesbveraen other parties it believed could be
interested in potentially acquiring the Companye3éidentified parties did not include any privedeity firms because,
during the course of this discussion, the boarctloded that the Compaisy stand-alone cash flow and earnings were
unlikely to support the level of debt financing tthaould be necessary to consummate a transactidheirper share
range indicated by Avage preliminary analysisFheAlso, basedon Mr. Talwalkar’s report on his discussionswith

Mr. Hao, the board believed that given the levetadh flow expected from the Company, the pricé dhprivate equity
firm would be willing to pay for the Company would not be higher than the range proposedby Mr. Tan on
September 10Following our board’'sreview of the ten identified parties,which focusedon whethereachparty hadthe

resourcesandability to acquirea companyof LSI's sizeandhadbusinessesr assetomplementaryo the Company’s
businessthe board authorized Qatalyst Partners and Malwalkar to contact four strategic parties: PakiyParty B,

PartyC and PartyD. The parties identified and subsequently conthctnsisted of persons in the high-performance
storage and semiconductor industries with the @i@nresources to engage in a potential strateginsaction and
businesses complementary to the business of theg&@ovmOur general counsel next reviewed the fidyaities of the
members of the board of directors when the boambmsidering the sale of the Company. Becasfiseconflict-of-interest
with—respeettoMr. Reyes, our chairman,is a memberof the board of directors of PartyC, it was determined that
Mr. Reyes-eur-chairmanwould recuse himself from the strategic processilshBarty C express an interest in acquiring
the CompanyAfter further discussionthe board determinedthat noneof its other members,ncluding Mr. Talwalkar,
had any conflict of interestwith respectto Avago's proposedacquisition. BecauseMr. Reyeshad agreedto recuse
himself in the eventthat Party Cexpressedin interestin acquiringthe Company,the boarddid not identify a needto
form a specialcommitteeof independendirectorsto evaluatethe proposedtransaction After the meeting concluded,
Mr. Talwalkar contacted representatives of P#tyPartyB and PartyC to determine their interest in potentially
acquiring the Company.

On Septembet8, 2013, Party B contacted Mralwalkar to inform him that it was interested iarficipating in
the Companys strategic process. Also on Septenitfer 2013, Mr.Tan contacted MrTalwalkar to inform him that
Avago was interested in arranging a meeting betwe@go and our management to discuss the Compdmysiness.

On Septembet9, 2013, Party A and Party C separately contaktedTalwalkar to inform him that each was
interested in participating in the Compastrategic process. Representatives of Qatalyshd?a separately contacted
Party A, Party B and Party C to discuss the Comisasyrategic process. In addition, representatifeQatalyst
Partners contacted representatives of Party D al®unterest in the strategic process. Party Dfiadt Qatalyst
Partners that it was not interested in acquiring @ompany and declined to proceed with the stratpgpcess. Our
management and board of directors were promptiyrnméd of Party D5 decision.

On Septembe?l, 2013, the nominating and corporate governanoarittee of the board of directors, which we
refer to as the governance committee, held a ngeeMr. Reyes did not attend the meeting. At the meetihg, t
governance committee discussed Reye$ participation in the boaltd evaluation of strategic alternatives in light of
Party Cs expressed interest in acquiring the Company andReyes$ conflict of interest with respect to Party C.
Because MrReyes had recused himself from all discussiongeelto the Companyg strategic process, it was agreed
that Mr. John H.F. Miner would serve as the primary liaisoriacilitate communication between the board oéators
and our management. The governance committee extlbtit Miner because of his skill-set and qualificatioms|uding
his interest in taking on such a role, his avaligbto do so and his accessibility to both membefsour board of
directors and our management.

On SeptembeR5, 2013, the Company formally executed a lettereegent with Qatalyst Partners to engage
Qatalyst Partners as its financial advisor in cotioe with the strategic process. The
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Company selected Qatalyst Partners because ofy@aRdrtnersqualifications, expertise, reputation and knowkedf
our business and affairs and the industry in wiithCompany operateBrior to this date,the Companydiscussedhe

termsand scopeof QatalystPartners’engagemenand negotiatedhe termsof QatalystPartners’engagemenietter. The
board subsequently approved Qatalyst Partners’gengent at its next meeting.

Between Septemb@6, 2013 and Octobél, 2013, the-Compan@as a condition to receiving confidential due
diligence information, we entered intoren-disclesureonfidentiality agreements with Par#, PartyB, PartyC, Avago

and Silver Lake. Each of theen-disclesureonfidentiality agreements contained customary standstill prossitut
provided that the standstill provisions expirgelen-the-Companyenteredinte-a-mergeupon the Company’sentry into a
definitive acquisitionagreement with another party. The Company alsoeted to Avago and Silver Ldlkerequest to
collaborate on a proposal to acquire the Companthercondition that Avago not restrict Silver Lakem otherwise
proceeding with a potential transaction to acqthee Company on its own or in collaboration with atlger potentially

interested partyExceptfor standstill provisionsin confidentiality agreementexecutedby Avago and Silver Lake, the
standstill provisions in_the confidentiality agreementsexecutedby the other potential bidders terminatedupon the
Company'’s entry into the merger agreement with Avag

Between Septemb&6, 2013 and Octobd, 2013, members of our management held meetintdpsand delivered
presentations containing information about the Camgpto representatives of each of Party A, Party&ity C, and
Avago and Silver Lake.

On SeptembeB0, 2013, our board of directors held a meeting. Rigyes recused himself and did not attend the
meeting. Mr.Talwalkar informed the remaining members of thertloaf directors of the Compats/ engagement of
Qatalyst Partners as directed by the board, redidive presentations that the Company had delivieredpresentatives
of Party A, Party B, Party C, and Avago and reviwee timelines for further meetings with thesetipar

On Octoberd, 2013, Party C notified Qatalyst Partners thatas no longer interested in pursuing a transad¢ton
acquire the Company and that it was withdrawingnfriihe strategic procesRarty C statedthat it was withdrawing

from the Company’sstrategicprocessbecausedt had determinedthat a transactionto acquirethe whole Companywas

not strategicallycompatiblewith Party C’'s businessesOur management and board of directors were pronngfitlymed
of Party Cs decision.

On October7, 2013, the governance committee met to discussRyes recusal given Party’€ withdrawal from
the strategic process. After discussing the adgastaf having MrReyes participate in the process and the certainty
Party Cs withdrawal, the governance committee recommetitidthe board of directors allow MReyes to participate
in the strategic process in his capacity as chairaighe board of directors.

On October8, 2013, Party C contacted our general counselcanfirmed that it was no longer interested in
pursuing a strategic transaction to acquire the 2oy, as previously communicated to a represeetativQatalyst
Partners. Later that day, our board of directorisl lae meeting. MrReyes was not present at the beginning of the
meeting. The board of directors reviewed the gaweca committés recommendation with respect to NReyes$
participation in the boatd evaluation of strategic alternatives in his cépaas chairman of our board of directors and
agreed that, given Party’€ confirmation of its withdrawal from the strategitocess, MrReyes should again
participate in the boarsl evaluation of strategic alternatives in his cépaas chairman of our board of directors.
Mr. Reyes then joined the meeting. Representativesatdlydt Partners updated the board of directorgherstrategic
process to date and summarized the status of disogswith PartyA, PartyB, PartyC and Avago, confirming Party
C's withdrawal from the process.
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Between Octobe8, 2013 and Octobet5, 2013, representatives of the Company held risgpeand telephonic due
diligence meetings with representatives of PartyrPaArty B and Avago.

On Octoberl4, 2013 and OctobéX1, 2013, our board of directors held meetings lathvthe board discussed the
status of the Compals strategic process with representatives of ourag@ment and Qatalyst Partners, including with
respect to the due diligence meetings being held Rarty A, Party B and Avago and Silver Lake. Q@ataPartners
informed the board of directors that Avago intendedsubmit an indication of interest to acquire @empany after
holding necessary internal meetings to authorizd suproposal.

On October23, 2013, Mr.Tan and Mr.Talwalkar met to discuss the strategic rationakedambining the two
companies, including various potential cost symsrgiNo potential transaction pricing was discussethis meeting.
Later that day, the Company issued a news releagarding its financial results for the fiscal geartended

| SeptembeR9, 2013 andieclarethe declaration oh $0.03 per share quarterly cash dividend.

On October24, 2013, at the Compaisydirection, Qatalyst Partners sent process lettef2arty A and Party B
requesting that each party interested in continunghe strategic process submit a nonbinding attho of interest
containing the per share acquisition price, a dason of acquisition timing and required approvasd identifying due
diligence requirements with respect to its propesadcquire the Company.

On October25, 2013, Party B notified representatives of QataPartners that it was no longer interested in

pursuing a strategic transaction to acquire the 2oy Party B statedthat it was not interestedin acquiring the
Companybecauseét _did not view the Company’sHard Disk Drive businessas strategicallycompatiblewith Party B's

businessesind had concernsaboutits ability to consummate transactionto acquirethe Companyin a timely fashion
Representatives of Qatalyst Partners promptly iadtimembers of our management of this decision. nard of

directors was promptly notified of Party Bwithdrawal from the process.

On October28, 2013, our board of directors held a meetingth&t meeting, representatives of Qatalyst Partners
provided an update on the status of the Comigasiyategic process, including Partys Bvithdrawal from the strategic
process.

On October30, 2013, the Company received a non-binding indicaof interest from Avago to acquire the
Company for $10.25 per share in cash. The propdeatified key assumptions with respect to the i acquisition,
including proposed financing and requested dugetitte. The proposal stated that it was valid iNditemberl5, 2013
and did not contain a request for exclusivity. Malwalkar promptly delivered a summary of the terofisAvagds
indication of interest to our board of directors1 tis date, our common stock closed at a per gtréce of $8.47.

On Novembe#, 2013, Party A notified representatives of Qatialyartners that it was no longer interested in

pursuing a strategic transaction to acquire the 2oy Party A statedthat it was not interestedin acquiring the
Companybecauset did not view the Company'sHard Disk Drive businessas strategicallycompatiblewith Party A’'s
businessesindthat Party A’s internal valuationof the Companydid not supportan acquisitionprice that would be at a

premiumto the currenttrading price of the Company’'scommonstock Representatives of Qatalyst Partners promptly
notified members of our management of this decisi@or board of directors was promptly notified chry A's

withdrawal from the process.

On November5, 2013, our board of directors held a meetingth&t meeting, a representative of Skadden Arps led
the board of directors in a discussion of the dinet fiduciary duties in connection with consideratmina potential sale
| of the Company. Representatives of Qatalyst Partmpdated the
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board on the Compalg strategic process, summarizing the proposalvetdrom Avago and informing the board that
each of Party A, Party B, Party C and Party D heclited to make an offer to acquire the Companyr&entatives
of Qatalyst Partners discussed with the board bmihagemei$ go-forward plan and preliminary financial ana$se
with respect to a potential sale of the CompanyAt@go and the risks identified by our managemerih whe
managemehs go-forward plan. The board of directors authariggatalyst Partners to suggest to Avago that Qsttaly
Partners believed our board of directors wouldlfilkensider a transaction price between $12.00%150 per share
of Company common stock. On this date, our comnocksclosed at a per share price of $8.26.

Between Novembes and Novembei4, 2013, representatives of Qatalyst Partners, Tdiwalkar and
representatives of Avago held meetings to discuegyds proposal, negotiate a per share purchase preceiscuss the
general terms of Avage potential acquisition of the Company. As a cooditof proceeding with the proposed
transaction, Avago sought to enter into an excltysagreement with the Company.

On Novemberl2, 2013, our board of directors held a meetingth&tmeeting, representatives of Qatalyst Partners
informed the board of directors that Avago hadatej the proposed $12.00 and $12.50 per share namgebecause
sucha price rangewas not supportedoy Avago's internalvaluationof the Company but might consider a transaction at
$11.00 per share of Company common stock. Afteiseudsion, consensus emerged to continue negosawidh Avago
regarding the transaction price in an effort toagbta higher price and ensure that any proposat #wago included
committed financing.

On Novemberl2 and Novembet3, 2013, representatives of Qatalyst Partners, Tidiwalkar, Mr.Tan and
Mr. Thomas Krause, the vice president of corporatelojerent of Avago, continued to negotiate the tratisa price
and other terms of the potential transaction. At donclusion of these negotiations, Mrause presented Avago
““best and final offer to acquire the Company at a price of $11.25 ghare of Company common stock. After this
offer was presented, Mi.alwalkar contacted MiTan in an effort to increase Avdgooffer price by an additional
$0.10 per share. MiTan refused to increase the offered price and icoefl that Avags best and final offer was still
$11.15 per share.

On Novemberl3, 2013, our general counsel provided our boarth & summary of the discussions between
representatives of Qatalyst Partners, Walwalkar, Mr.Tan and Mr.Krause and of Avade “*best and final offer of

$11.15 per sharavhich Mr. Krausestatedwas the highestprice that Avago’s internal valuationof the Companycould
support

On Novemberl4, 2013, Mr.Talwalkar and representatives of Qatalyst Partnematacted MrTan and
Mr. Krause to discuss the parameters of the proposedéction, including the proposed price of $11.&b ghare,
proposed timing, deal certainty and their commaerést in preserving and maintaining employee HiabiAt the
conclusion of this discussion, MFalwalkar indicated that he would be supportivevofking to conclude due diligence
and continuing to negotiate the specific termshef proposed transaction.

On Novemberl5, 2013, representatives of the Company, Qatélgstners and Skadden Arps attended a meeting
at the offices of Lathar& Watkins LLP, counsel to Avago, which we referas Lathan& Watkins. Representatives of
Avago and its proposed financing sources, includitger Lake, were also present. At the meeting,darties and their
advisors discussed the timing for negotiating andefe agreement and Avago identified outstandawe diligence
matters that it needed to complete before entenitaga definitive agreement.

On Novemberl8, 2013, our board of directors held a meetingth&tmeeting, representatives of Qatalyst Partners
summarized discussions and negotiations with Avaduch had concluded with
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Avago making a“best and final offer to acquire the Company at a price of $11p&fshareand Mr. Talwalkar’s
unsuccessfuéffort to convinceAvago to increasets offer price by $0.10per share. The board next considered Alg&go
request for exclusivity and determined that becdheestrategic process to date had not resulteshynotheractionable
proposals for the sale of the Company and becawsgoAwould not expend the significant resourceessary to
complete due diligence and negotiate a definitopee@ment absent exclusivity, the board of directevald authorize the
Company to enter into an exclusivity agreement ipnog for a short period of exclusivity that wouldmain effective
only so long as Avade per share offer price remained at or above $1Dbthis date, our common stock closed at a
per share price of $8.18.

On Novemberl9, 2013, the Company and Avago entered into aeeamgnt providing for exclusivity for a period
ending on the earlier of the date on which Avadormed the Company that it was no longer interesteacquiring the
Company, Decembe20, 2013, and the date, if any, on which Avago ceduhe proposed purchase price below $11.15
per share of Company common stock.

On November25 and Novembe26, 2013, representatives of the Company and Ataggbin person due diligence
meetings to discuss the Companjpusinesses, operations and financial outlook.

On November26, 2013, our board of directors held a meetingth&t meeting, MrTalwalkar and representatives
of Qatalyst Partners updated the board on the Cayipaiecent discussions with Avago and its represeasabn the
expected timing to complete negotiation of the rdgfie agreement and related documentation andtithimg for
approval of the merger agreement and the transacdiioepresentative of Skadden Arps reviewed oklegrterms of the
transaction, including timing, required regulatampprovals, communications with Company employees eartain
financial matters.

On November27, 2013, Lathan& Watkins delivered an initial draft of a proposeerger agreement to Skadden
Arps. The proposed merger agreement was promptivafaled to our board of directors and managemegtivéen that
date and Decembdb, 2013, Latham® Watkins and Skadden Arps, as well as represeemtiof Avago and
representatives of the Company and Qatalyst Partied numerous discussions to negotiate the tefrtise merger
agreement.

On Decembef, 2013, our board of directors held a meetingewew the terms of Avage proposed merger
agreement. Representatives of Skadden Arps, Qafagrtners and our management summarized the ke tef the
merger agreement and described Avagproposed financing structure for the transactionr board of directors
emphasized the need for assurances that the ttemsaould close, particularly with respect to Awég obligations to
obtain financing for the transaction, the need @intain stability among the Compasyemployees and incentivize
employees to remain with the Company both betwegmng and closing and after consummation of thegereand the
need to ensure that the proposed merger agreeimendtdunduly restrict the boddability to take actions necessary to
comply with its fiduciary duties during the periéallowing entry into the merger agreement. Our lloalso highlighted
the importance of having appropriate terminatioghts and remedies available to the Company undermniérger
agreement in the event of a financing failure.

On DecembeB, 2013, Skadden Arps delivered a revised drafthef proposed merger agreement to Lati§&am
Watkins (other than the representations and waegntThis draft of the proposed merger agreemerg promptly
forwarded to our board of directors.

On Decembef, 2013, Skadden Arps delivered a further reviseaft dof the proposed merger agreement to
Latham& Watkins that included proposed revisions to thpresentations and warranties. This draft of tlepgsed
merger agreement was promptly forwarded to our doédirectors.

On Decembe®, 2013, our board of directors held a meeting iscu$s the status of negotiations with Avago.
Members of our management updated the board ostales of Avags due diligence
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and representatives of Skadden Arps reviewed therimhterms of the latest draft of the proposedgeeagreement.
Our board of directors discussed the importancassiuring the transaction would close, particulavith respect to
financing, employee stability and of maintaining t@ompanys ability to operate in the ordinary course of hass
between signing and closing. Mralwalkar discussed the financial terms of the psag transaction with Avago and
provided an update on the Companprojected fourth quarter and 2014 financial tssw/hich he provided to Avago
later that day.

Later on Decembed, 2013, Lathan& Watkins delivered a further revised draft of {h@posed merger agreement
to Skadden Arps. On DecemlHd, 2013, this draft of the merger agreement wasaied to our board of directors.

Between Decembetl and Decembet2, 2013, members of the management of each oCdmepany and Avago
and their legal counsel and financial advisors hmeiektings to negotiate the proposed merger agréeidey issues
discussed included each pastyermination rights and fees, the efforts Avagaldaeed to exert to obtain financing for
the merger, the operation of the Company betwegningj and closing and proposed revisions to certdirthe
Companys change in control and termination policies retpteby Avago.

On Decembed2, 2013, members of our management updated ouwd bafadirectors on the discussions with
Avago. Also on Decembet2, 2013, Avags financing sources delivered a draft debt commmtnietter and redacted
draft fee letter to Qatalyst Partners, which weremptly forwarded to our management and Skadders.ABetween
Decemberl2 and Decembel5, 2013, representatives of Skadden Arps, LatRawatkins and Simpson Thachér
Bartlett LLP, which we refer to as Simpson Thactmnsel to Avage financing sources, including Silver Lake,
negotiated the terms of the debt commitment letter.

After trading hours concluded on Decemt&; 2013, Mr.Talwalkar and Mr.Tan together placed calls to the
chief executive officers of two significant custaseof the Company to permit Mi.an to assess the Comp&y
relationship with these customers. The chief exeeutfficers of both customers were instructed ¢efk the existence
and content of these discussions in strict confden

Between Decembet3 and Decembet5, 2013, Skadden Arps and Lath&rWatkins exchanged drafts of the
proposed merger agreement and together with repe¢ses of the Company and Avago, negotiated ¢éheaaming open
issues in the proposed merger agreement. The maincemaining issues were related to deal certaamy the
Companys remedies in the event of a financing failure. SEhdrafts of the merger agreement were promptlysited
to our board of directors and management.

On Decembed 4, 2013, Avago delivered a draft of the note pasehagreement it intended to enter into with Silver
Lake as part of the financing of the merger, desctiin ““*The MergerAgreement— Financing of the Merget
beginning on page357. Between Decemberd and Decembel5, 2013, representatives of Skadden Arps, Latkam
Watkins and Simpson Thacher negotiated the terntiseohote purchase agreement.

On Decembefl5, 2013, our board of directors held a meetingprésentatives of Skadden Arps provided a
summary of the terms of the merger agreement, # dfawhich had been provided to the board in adeaof the
meeting. Representatives of Skadden Arps and GatBirtners also discussed with the board remaopeg issues in
the merger agreement, highlighting the terminatigihts and remedies available to the Company utidermerger
agreement in the event of a financing failure. dwalhg extensive discussion, the board of directirscted management
and its advisors to include in the merger agreen@mjuage providing for uncapped damages in thatesk an

| intentional breach of the merger agreement by Avldembers of our management next summarized anchigad for
the board's
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board’'sapproval the amended and restated Company chamgatirol and termination policies required by Avago
Representatives of Qatalyst Partners then presépédlyst Partnetrsfinancial analyses of the consideration to be
received by the holders of shares of Company constmck pursuant to the merger agreement to the @oyrgpboard
of directors and orally rendered its opinion, whighs confirmed by delivery of a written opinion edtDecembel5,
2013, to the effect that, as of Decembbr 2013, and based on and subject to the cons@ealimitations and other
matters set forth therein, the consideration todoeived by the holders of shares of Company constmek, other than
Avago USA and any affiliates of Avago USA, pursutmthe merger agreement was fair from a finarpoaht of view
to such holders. After further discussion, the Hoaf directors, having determined that the termsth&f merger
agreement and the transactions contemplated theneliie terms discussed by the board of directbrihea meeting,
including the merger, were fair to and in the bastrests of the stockholders of the Company, umausly approved
and declared advisable the merger agreement antlathgactions contemplated thereby, including tleeger, directed
that the merger agreement as approved by the Hmamslbmitted to our stockholders for adoptinlappreval and
recommended that our stockholders vote in favorthef adoptionand-approval-of the merger agreementnd-the
transactions contemplated thereby, including thegere

Following the meeting, Skadden Arps and LatR&rVatkins agreed on a final form of the merger agrent,
which was subsequently approved by our board @ctbrs following Avagts confirmation that the merger agreement
was final. Thereafter, the Company, Avago, AvagoAUhd Merger Sub executed and delivered the mexgerement
on Decembed5, 2013. Avago also delivered executed copieh@fdebt commitment letter and redacted fee letigr,
well as an executed copy of the note purchase mgreeentered into with Silver Lake. Avago and tlmmpany issued a
joint press release announcing the execution ofntkeger agreement before the open of trading ingévand the
Companys common stock on DecemhEs, 2013. Upon execution of the merger agreemdnstandstill provisions in
the confidentiality agreements entered into witlity?A, PartyB and PartyC terminated automatically in accordance
with their terms. From the date of the originalicadion of interest on Octob&0, 2013 through the signing of the
merger agreement, the Companycommon stock closed at prices ranging from $71®0$8.48 per share. On
Decemberl3, 2013, the last trading day before the annoueckmf the transaction, our common stock closed pér
share price of $7.91.

In the merger agreement, we agreed not to termimatize, amend or modify any provision of, or graptmission

under, any standstillor confidentiality agreemento which we or any of our subsidiariess a party, and we agreedto
enforcethe provisions of eachsuch confidentiality agreementHowever, upon executionof the mergeragreementthe
only standstillprovisionsthat remainin effect from the Company’sstrategicprocessare the standstillprovisionsin the
confidentiality agreement&nteredinto with Avago andits financingsource Silver Lake. Upon our entry into the merger
agreementParty A, Party B, and Party Cwere andremainfree to presenta superiorproposalin accordancewvith the
terms of the merger agreement. Party D, which didenter into a confidentiality agreement with @empany, was and
remains free to present a superior proposal inrdaoge with the terms of the merger agreement.

In the mergeragreementwhich setsforth the circumstancesn which we can provideinformationto andengagen
dialoguewith any party that providesa bona fide written acquisitionproposal(as definedin the mergeragreement}hat
is or may lead to a superiorproposal,we agreedthat we may not, and shall not allow any of our subsidiariesor our
subsidiaries'representative$, furnish any informationto any suchthird party making the acquisitionproposalwithout
first entering into a confidentiality agreement toning customary limitations on the use and dsate of all non-public
written and oral information furnishedto such third party by or on our or our subsidiaries’behalf and containing
standstill provisionsno lessfavorableto us than the standstill provisionscontainedin the confidentiality agreemenive
entered into with Avago, and promptly providingAeago USA any
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suchinformation providedto suchthird party. However, the standstillprovisionin the confidentiality agreemenentered
into with Avago containsan exceptionpermitting acquisitionproposalsmadeat the invitation of our boardof directors.
In_the event that we receivea proposalor expressionof interestfrom a third party in compliancewith the merger
agreementand our_board of directors determines,among other things, that such proposalor_expressionof _interest
constitutesor is reasonablylikely to resultin, a superiorproposal,our boardwould extenda written invitation to such
bidder to presentsuchacquisitionproposal,which invitation would permit suchthird party to amendits proposalwith a
new superior proposalin _the event that such third party’s prior proposalis matchedor exceededoy Avago in the
exerciseof Avago’s matchingrights providedfor in the mergeragreementThe standstillprovisionin the confidentiality
agreementhat suchthird party would enterinto with the Companywould not restrict suchthird party from proceeding
with its proposal,requestingandreceivingnon-publicinformationaboutus and our subsidiariesengagingn discussions
with us with respectto the proposaland, if our board determineghat the proposalconstitutesa superiorproposaland
provided that we comply with our non-salicitationobligations under the merger agreemententeringinto a definitive
agreementvith us with respectto the proposal.Accordingly, notwithstandingany referencen the mergeragreemento
the executionof confidentiality agreementsontaining standstill provisions no less favorableto us than the standstill
provisions contained in the confidentiality agreetmge entered into with Avago, potential bidderd e able to present
us with a potentially superior proposaland will be able to obtain confidential due diligence material and present
improved bids regardless of the standstill prowvisio the confidentiality agreement that such timedty would enter into
with the Company.

On DecembeB0, 2013, each of the Company and Avago USA filetbtification and report form with the FTC
and the DOJ under the HSR Act, and each requeatdd termination of the waiting period he waiting period under
the HSR Act expired on February 28,2014 Also on DecembeBO, 2013, each of the Company and Avago USA
submitted initial notifications about the mergertiie antitrust authorities of the Pedpl&epublic of China, the Russian
Federation and the Federal Republic of GermanyJ@mwaryl7, 2014, the Bundeskartellamt (Federal Cartelc@ffof
the Federal Republic of Germany approved the me@erdanuary 292014, the FederalAntimonopoly Serviceof the
Russian Federation approved the merger.

On January 302014, the Company.Avago, Avago USA and Merger Subfiled a joint voluntary notification with
CFIUS.

Reasons for the Merger; Recommendation of the Boardf Directors

At a meeting held on Decemb®b, 2013 and pursuant to an action by written aundelivered on such date, our
board of directors unanimously determined thatpt@osed merger was advisable, fair to, and inbtst interests of,
the stockholders of the Company, unanimously apgutothe merger agreement and the transactions qolatech
thereby, including the merger, directed that theger agreement be submitted to our stockholdersaftmptionand
approva) and unanimously recommended that our stockholdeies in favor of the adoptioand-apprevatof the merger
agreement.

In evaluating the merger agreement, the mergertlamather transactions contemplated by the mergezement,
our board of directors consulted with our seniomagement team, as well as our outside legal amehdial advisors,
and considered a number of factors, among otheckjding the following material factors (not in arsfative order of
importance):

=+ the fact that the merger consideration of $11.16 gf@re to be received by the holders of Company
common stock in the merger represents a signifipaginium over the market price at which the Company
common stock traded prior to the announcementef th
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execution of the merger agreement, including tret fhat the merger consideration of $11.15 per eshar
represents an approximate premium of:

=+ 41.0% based on the closing price per share of $@mDecembef3, 2013, the last full trading day
before the execution of the merger agreement whakchuannounced; and

=+ 37.3% based on the volume-weighted average clgsing per share of $8.12 over the 30-day period
ending Decembet3, 2013;

=+ the oral opinion delivered to our board of direston Decembet5, 2013, and subsequently confirmed by
Qatalyst Partnerswritten opinion to our board of directors datedlsuate, to the effect that, based upon
and subject to the considerations, limitations attier matters set forth therein, the considerat@mrbe
received by the holders of Company common stodierdihan Avago USA or any affiliates of Avago USA,
pursuant to the merger agreement was fair, frormand¢ial point of view, to such holders, and Qagtly
Partners related financial analyses presented to the Cowpaard of directors in connection with the
delivery of its oral opinion. You are urged to re@dtalyst Partnerswritten opinion, which is set forth in its
entirety in Annex B to this proxy statement, and the discussion of dpmion and Qatalyst Partnérs
analyses irt*The Merger — Opinion of Qatalyst Partners*LBeginning on pagé447;

=+ the fact that the proposed merger considerati@il isash, which provides certainty of value anditiity to
our stockholders for their shares of Company comatook;

=+ the belief of our board of directors that at thieet the merger consideration of $11.15 per sharacse
favorable to our stockholders than the potentidlievahat might result from other alternatives remddy
available to the Company (including the alternatferemaining a stand-alone public company androthe
strategic or recapitalization strategies that mightpursued as a stand-alone public company);

=+ after reviewing publicly available and other finetianformation with respect to Avago with the atance

of legal and financial advisors, our board of dioe8 assessment that Avago has adequate financial
resources to pay the aggregate merger consideratauding the limited, and high likelihood of &daction

of, conditions to the debt financing commitmentaatéd by Avago Finance and the note purchase agntem
entered into by Avago with Silver Lake, as desdtililow under-“The Merger — Financing of the
Merget” beginning on pagea57 of this proxy statement, Avagorepresentations and covenants contained
in the merger agreement relating to such finanaimg) our board of directdrassessment, after consultation
with its financial adviser, of Avags ability to obtain financing;

=+ the fact that the price proposed by Avago refleagtensive negotiations between the parties and the
respective advisors and our board of directarsd financial advisos belief that the agreed price was the
highest price per share Avago was willing to adoeand the highest any buyer would offer;

=+ that the members of the board of directors of tlem@any were unanimous in their determination to
recommend the merger agreement for adoption bystmakholders;

=+ the terms and conditions of the merger agreemetitralated transaction documents, in addition tseho
described above (relating to regulatory approwatgitrust approvals and financing) including:

=+ the limited and otherwise customary conditions e parties obligations to complete the merger,
including the commitment by Avago to obtain apgdiearegulatory approvals and assume the risks
related to certain conditions and requirements i@y be imposed by regulators in connection with
securing such approvals, the absence of a
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financing condition and Avage representations, warranties and covenants rekatedbtaining
financing for the transaction, which were substdrdassurances that the merger ultimately should be
consummated on a timely basis;

the requirement that the merger will only be effecif approved by the holders of a majority of the
outstanding shares of Company common stock;

the delivery by Avago of a debt commitment lettad dhe note purchase agreement setting forth the
financing commitments and other arrangements regatte financing Avago contemplated using to
consummate the transaction;

the requirement that, in the event of a failureAvRgo to consummate the acquisition when the
Company and Avago are otherwise obligated, andCiiapany has irrevocably confirmed that it is

prepared to consummate the merger, Avago USA i, por cause to be paid to, the Company a
termination fee of $400 million;

our ability to seek damages in the event of a wlilfreach by Avago of its obligations under the
merger agreement;

prior to approval of the merger by our stockholdens ability, under certain limited circumstances,
to furnish information to, and conduct negotiationgh, third parties regarding an acquisition
proposal;

prior to approval of the merger by our stockholdeysr ability, subject to certain conditions, to
terminate the merger agreement in order to accepiparior proposal, subject to paying or causing to
be paid to Avago USA the Company termination fe&200 million (equal to approximately 3% of
the equity value of the transaction), which ourrdoaf directors determined, with the assistancesof
legal and financial advisors, was reasonable it laj, among other things, the benefits of the merg
to our stockholders, the typical size of such fieesimilar transactions and the belief that a fée o
such size would not preclude or unreasonably otstie emergence of alternative transaction
proposals as more fully described-iThe Merger Agreement —Termination Fgebeginning on
page8994 of this proxy statement;

our ability to seek to specifically enforce Avagmbligations under the merger agreement, including
Avagds obligations to consummate the merger;

the ability of our board of directors, subject tertain conditions, to change its recommendation
supporting the merger, regardless of the existeh@ competing or superior acquisition proposal, to
the extent our board of directors determines thah sction is necessary to comply with its fidugiar
duties to our stockholders under the DGCL;

the customary nature of the other representatiasianties and covenants of the Company in the
merger agreement; and

the fact that the financial and other terms andditioms of the merger agreement minimize, to the
extent reasonably practical, the risk that a camdito closing would not be satisfied and also mev
reasonable flexibility to operate our businessrduthe pendency of the merger;

the fact that we have conducted a process of erpglaur strategic alternatives stretching over fouanths
during which time representatives of the Companyghkb offers to purchase from a group of five pagnt
strategic buyers, Party A, Party B, Party C, Partgnd Avago, four of whom, Party A, Party B, Pa@ty
and Avago, entered into confidentiality agreemevits us and received confidential marketing materand
other non-public information, and none of whomgafteceiving such non-public information and cortithgc
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due diligence, made an offer in cash at a valuatgrehan the $11.15 per share merger consideyation

after lengthy meetings with management, our bodrdirectors consideration of our business, strategy,
assets, financial condition, capital requiremergsults of operations, competitive position andonisal and
projected financial performance, and the naturehef industry and regulatory environment in which we
compete, and the risks and upside potential rglahereto and the potential impact of those factorghe
trading price of Company common stock (which carbeguantified numerically);

the risks and uncertainties associated with manimgiour existence as an independent company and th
opportunities presented by the merger, includirgritks and uncertainties with respect to:

=s achieving our growth plans in light of the curremtd foreseeable market conditions, including the
risks and uncertainties in the U.S. and global esgngenerally and the high-performance storage
and semiconductor industries specifically;

=+ the general risks and market conditions that catfiect the price of our common stock;

=+ the*"risk factors’ set forth in the our Form 10-K for the fiscal yearded Decembed1, 2012 and
subsequent reports filed with the SEC; and

=+ the inherent uncertainty of attaining managenseiiternal financial projections, including thoss s
forth in the section entitletf The Merger — Certain Company Forecéstseginning on pagéis4

of this proxy statement, including the fact that @ctual financial results in future periods could
differ materially and adversely from the projectedults;

the negotiation process with Avago, which was cotetli at arrs length, and the fact that our senior
management and our legal and financial advisorse wiectly involved throughout the negotiations and
updated our board of directors directly and regyland

the availability of appraisal rights under Delawéae to holders of shares of Company common stdo® w
do not vote in favor of the adoption of the merggreement and comply with all of the required pdoces
under Delaware law, which provides those eligilileclsholders with an opportunity to have a Delaware
court determine the fair value of their shares,civimay be more than, less than, or the same amntbant
such stockholders would have received under thgenexgreement.

The board of directors also considered a varietpaténtially negative factors in its deliberatiac@ncerning the
merger agreement and the merger, including thewolg (not in any relative order of importance):

95

the fact that the completion of the merger will gaily preclude the Comparsystockholders from having
any ongoing equity participation in the Company ,aas such, current stockholders of the Company will
cease to participate in the Companjuture earnings or growth, if any, or to benkfim increases, if any,

in the value of the Company common stock;

the risks and costs to the Company if the merges amt close, including the diversion of manageraeuat
employee attention, potential employee attritiond atthe potential effect on business and customer
relationships;

the risk that certain key members of our senior agament might choose not to remain employed wih th
Company prior to the completion of the merger;

that we are obligated to pay Avago USA a termimatiee of $200 million if the merger agreement is
terminated under certain circumstances, which aardb of directors believes,
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after consulting with its legal and financial advis, would not preclude competing offers followitige
announcement of the transaction;

that the merger is conditioned on the receipt glileory approvals and clearances, including theration

or termination of the waiting period under the H3B, the receipt of affirmative approval or cleazan
required under the antitrust laws of the Pegpkepublic of China, the Russian Federation and-dueral
Republic of Germany, and, therefore, the merger n@ybe completed in a timely manner or at all;

the risk that the merger may not be consummatepitdethe partiésefforts or that consummation may be
unduly delayed, even if the requisite approval isamed from our stockholders, including the passib
that conditions to the partie®bligations to complete the merger may not besBedi and the potential
resulting disruptions to the Compasybusiness;

the fact that the Company may be unable to obtaicksolder approval for the transactions contereplat
by the merger agreement;

the risk that the debt financing contemplated k& dabt commitment letters will not be obtainedhat tthe
transactions contemplated by the note purchaseemagré with Silver Lake will not be consummated,
resulting in Avago not having sufficient funds tonglete the merger;

the merger agreemeéstrestrictions on the conduct of the Compartyusiness prior to the completion of the
merger, generally requiring the Company to condtgctbusiness only in the ordinary course, subject t
specific limitations, which may delay or preveneé tGompany from undertaking business opportunihes t
may arise pending completion of the merger;

the fact that we are prohibited from paying dividemprior to the consummation of the merger;

the fact that the Comparsy executive officers and directors may have intsres the transactions
contemplated by the merger agreement that arerefiffdrom, or in addition to, those of the Comgany
other stockholders, and the risk that these int®eresght influence their decision with respect te t
transactions contemplated by the merger agreemasnimpre fully described in the section entitté@he
Merger — Interests of Certain Persons in the Méfdeeginning on pagé761);

the fact that the Company has incurred and wiltioae to incur significant transaction costs andesses
in connection with the proposed transaction, regasdof whether the merger is consummated; and

the fact that the receipt of cash in exchange fares of Company common stock pursuant to the merge
will be a taxable transaction for U.S. federal imeotax purposes.

considering the foregoing potentially positivand potentially negative factors, our board afeaors

concluded that the potentially positive factoratieg to the merger agreement and the merger ayiteeithe potentially
negative factors.

The foregoing discussion of the information anddes considered by our board of directors is nt#nded to be
exhaustive, but includes the material factors cmmed by our board of directors. In view of theietyr of factors
considered in connection with its evaluation of therger, our board of directors did not find it gifeable to, and did
not, quantify or otherwise assign relative weigtdsthe specific factors considered in reachingdiggsermination and
recommendation. In addition, individual director@ymhave given different weights to different fastoirhe board of
directors did not undertake to make any specifterd@nation as to whether any factor, or any paldicaspect of any
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factor, supported or did not support its ultimagtedmination. The board of directors based its megendation on the
totality of the information presented.

In considering the recommendation of our board ioéctbrs with respect to the proposal to adopt riferger
agreement, you should be aware that our directodseaecutive officers have interests in the methat are different
from, or in addition to, yours. The board of dimst was aware of and considered these interestmcaother matters,
in evaluating and negotiating the merger agreerardtthe merger, and in recommending that the mexgezement be
adopted by the stockholders of the Company. Seedtigon entitled” The Merger—Interests of Certain Persons in the
Merger” beginning on pagé76l.

The board of directors unanimously recommends thatou vote " FOR™" the proposal to adopt the merger
agreement,~* FOR*" the proposal to adjourn the special meeting, if nessary or appropriate, to solicit additional
proxies and~*FOR*” the LSI Advisory (Non-Binding) Proposal on Specifid Compensation.

Opinion of Qatalyst Partners LP

We retained Qatalyst Partners to act as financlaisar to our board of directors in connection watipotential

| transaction such as the merger and to evaluatéherhtie consideration to be received by the holdéks+Company
common stock, other than Avago USA or any affisaté Avago USA, pursuant to the merger agreemest fas, from
a financial point of view, to such holders. We s&d Qatalyst Partners to act as our financial smdvbased on
Qatalyst Partnerqqualifications, expertise, reputation and knoweedf the business and affairs of the Company a&d th
industry in which the Company operates. Qatalystriees has provided its written consent to the aepction of the
Qatalyst Partnetsopinion in this proxy statement. At the meetingooir board of directors on Decemldds, 2013,
Qatalyst Partners rendered its oral opinion, that,of such date and based upon and subject tootisderations,
limitations and other matters set forth thereire $#11.15 per share cash consideration to be recbivehe holders of
Company common stock, other than Avago USA or dfijates of Avago USA, pursuant to the merger @gnent was
fair, from a financial point of view, to such hotde Qatalyst Partners delivered its written opinidated Decembet5,
2013, to our board of directors following the boandeting.

The full text of Qatalyst Partnérsvritten opinion, dated Decemb#&b, 2013 to our board of directors is attached
hereto asAnnex B and is incorporated by reference herein. The opisets forth, among other things, the assumptions
made, procedures followed, matters considered iamthtions and qualifications of the review undisa by Qatalyst
Partners in rendering its opinion. You should réael opinion carefully in its entirety. Qatalyst Bers opinion was
provided to our board of directors and addressis as of the date of the opinion, the fairnessnfra financial point of
view, of the $11.15 per share cash consideratiobetoeceived by the holders of Company common stoitier than
Avago USA or any affiliates of Avago USA, pursuaotthe merger agreement, and it does not addrgssther aspect
of the merger. It does not constitute a recomménmuats to how any stockholder should vote with eespo the merger
or any other matter and does not in any mannereaddhe price at which the Company common stodknaiie at any
time. The summary of Qatalyst Partrienpinion set forth herein is qualified in its eaty by reference to the full text of
the opinion.

In arriving at its opinion, Qatalyst Partners rexael the merger agreement, certain related docuragtcertain
publicly available financial statements and othesibess and financial information of the Compangtalyst Partners
also reviewed certain forward-looking informationepared by our management, including financial gmtapns and
operating data of the Company and sensitivitiesetbebased on a range of alternative operatingieaetivhich we refer
to as the“*Management Projectiotis described below in the section entitlgtdThe Merger— Certain Company

Forecasts, beginning on pagéi54. The sensitivities were developed by the Compamyder to assess
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the potential financial impact of the significant business,economic and competitive uncertaintiesand contingencies
inherent in_the ManagementProjections describedbelow in_the section entitled “The Merger — Certain Company
Forecasts,'beginningon page 54.The sensitivitiesincludedvarious combinationsof potentialfinancial outcomesin our

major lines of business, including businesses diagiproducts for hard disk drive, flash storageworking and server
storageconnectivityapplications Additionally, Qatalyst Partners discussed the past current operations and financial

condition and the prospects of the Company with semior executives. Qatalyst Partners also reviedwedhistorical
market prices and trading activity for the Compamynmon stock and compared our financial performaarue the
prices and trading activity of the Company commtmtls with that of certain other selected publialggded companies
and their securities. In addition, Qatalyst Padnesviewed the financial terms, to the extent mlplavailable, of
selected acquisition transactions and performet stieer analyses, reviewed such other informatiah @nsidered such
other factors as Qatalyst Partners deemed apptepria

In arriving at its opinion, Qatalyst Partners assdrand relied upon, without independent verifigatithe accuracy
and completeness of the information that was plybdigailable or supplied or otherwise made avadabl or discussed
with, Qatalyst Partners by the Company. With respethe Management Projections, Qatalyst Partwais advised by
our management, and Qatalyst Partners assumedththdflanagement Projections had been reasonabpanae: on
bases reflecting the best currently available eggs and judgments of our management of our futin@ncial
performance and other matters covered thereby.\@atRBartners assumed that the merger will be consated in
accordance with the terms set forth in the mergeeament, without any modification or delay. In iidd, Qatalyst
Partners assumed, that in connection with the pecéiall the necessary approvals of the proposedyen, no delays,
limitations, conditions or restrictions will be iloped that could have an adverse effect on us aramemplated benefits
expected to be derived in the proposed merger.ly3ataartners did not make any independent evaluati appraisal of
the assets or liabilities (contingent or otherwisé)lthe Company, nor was Qatalyst Partners furdiskigh any such
evaluation or appraisal. In addition, Qatalyst Reng relied, without independent verification, ugbe assessment of
our management as to our existing and future tédogyp@nd products and the risks associated with sechnology and
products. Qatalyst Partnérgpinion has been approved by Qatalyst Partregwsion committee in accordance with its
customary practice.

Qatalyst Partnersopinion is necessarily based on financial, econpmiarket and other conditions as in effect on,
and the information made available to it as of, dage of the opinion. Events occurring after theedsd the opinion may
affect Qatalyst Partnér®opinion and the assumptions used in preparingnitl Qatalyst Partners has not assumed any
obligation to update, revise or reaffirm its opmidQatalyst Partneropinion does not address the underlying business
decision of the Company to engage in the mergerttherrelative merits of the merger as comparednip sirategic
alternatives that may be available to us. QataRgtiners opinion is limited to the fairness, from a finaadcpoint of
view, of the $11.15 per share cash consideratidretceceived by the holders of the Company comrntmeksother than
Avago USA or any Affiliate of Avago USA, pursuard the merger agreement, and Qatalyst Partners ssqureno
opinion with respect to the fairness of the amoominature of the compensation to any of our officatirectors or
employees, or any class of such persons, relaiigi¢h consideration.

The following is a brief summary of the materiakfses performed by Qatalyst Partners in conneatitim its
opinion dated Decembd5, 2013. The analyses and factors described belast be considered as a whole; considering
any portion of such analyses or factors, withouhsatering all analyses and factors, could creataisdeading or
incomplete view of the process underlying Qatalattners opinion. For purposes of its analyses, Qatalystnees
utilized both the consensus of third-party reseantlysts projections, which we refer to as tHé\nalyst Projectiony,
and the Management Projections. Some of the surasnafithe financial analyses include information
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presented in tabular format. The tables are n@nded to stand alone, and in order to more fullgewstand the
financial analyses used by Qatalyst Partners, dahées must be read together with the full text athe summary.
Considering the data set forth below without comsidy the full narrative description of the finaadcanalyses, including
the methodologies and assumptions underlying tledyses, could create a misleading or incompletes wé Qatalyst
Partners financial analyses.

[llustrative Discounted Cash Flow Analysis

Qatalyst Partners performed an illustrative distediicash flow, which we refer to as the DCF analyshich is
designed to imply a potential, present value ofrshalues for the Company common stock as of DeeeBiy 2013
by:

=+ adding:

(@) the implied net present value of the estimatgdré unlevered free cash flows of the Companyedbas
on the Management Projections, for calendar yed# 2@rough calendar year 2018 (which implied
present value was calculated by using a rangesafodnt rates of 11.0% to 15.0%, based on an
estimated weighted average cost of capital);

(b) the implied net present value of a correspondemgninal value of the Company, calculated by
multiplying the estimated non-GAAP net operatingfjprafter taxes (assuming an effective tax rate
of 12%, which tax rate excludes the effect of ttmmPanys estimated, remaining tax attributes, as
such tax attributes were separately valued asostt ih item(c) below) in calendar year 2019, based
on the Management Projections, by a range of nhestipf enterprise value to next-twelve-months
estimated non-GAAP net operating profit after tarsl0.0x to 14.0x and discounted to present
value using the same range of discount rates useen(a) above;

(c) the implied present value of the Companjorecasted tax attributes outstanding as of Jgriya
2019, based on the Compasyprojections, discounted to present value usirg stime range of
discount rates used in itefa) above; and

(d) ¢the cash and short-term investments of the Compatiyated as of Decemb@t, 2013;

= subtracting the Compatsy unfunded pension and post-retirement benefigatiins liability estimated as of
December31, 2013, from the amount calculated in the imntetligoreceding bullet;

=+ applying a dilution factor of 12% to reflect théudiion to current stockholders over the projectm@mniod due to
the effect of future equity compensation grantggated by the Compahy management; and

=¢ dividing the resulting amount by the number of skaof the Compang common stock outstanding, adjusted
for service-based RSUs, performance-based RSUs stoek options outstanding, as provided by our
management as of Decemldgr2013, using the treasury stock method.

Based on the calculations set forth above, thidyaisaimplied a range of values for the Company mmm stock
of approximately $9.88 to $13.96 per share.

Qatalyst Partners conducted a further DCF analgsiflustrate the sensitivity to changes in reverune gross
profit margin identified by our management basedaowvariety of risk factors to certain of our bus®eunits and on
potential savings to calendar year 2019 operatimgreses, in each case relative to the ManagemejgcRons. These
sensitivities adjusted the Management Projections
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as follows: (a)yevenue by using a calendar year 2013 to 2019 amnchbannual growth rate, which we refer to as
CAGR, range of 5.3% to 7.7%, as compared to a LFGR in the Management Projections, ¢opss profit margin
for calendar year 2019 by using a range of 53.3%3t@%, as compared to 55.2% in the Managemené®iamjs, and
(c) operating expenses for 2019 by using a range ofnpiat spending reductions from zero to $200,000,88
compared to the Management Projections. This aisaso employed a multiple of next-twelve-montbaléndar year
2019) non-GAAP net operating profit after taxess(asing an effective tax rate of 12%, which tax rexeludes the
effect of the Compang estimated, remaining tax attributes, as suctatabutes were separately valued in the analysis)
of 12.0x for purposes of calculating terminal valua discount rate of 13.0%, based on an estimedaghted average
cost of capital, and a dilution factor of 12.0%ré&dlect the dilution to current stockholders oviee {projection period
due to the effect of equity compensation grantgepted by our management. These calculations eesuita range of
implied present values for the Company common stbéckpproximately $6.11 to $10.51 per share.

Selected Companies Analysis

Qatalyst Partners compared selected financial nmition and public market multiples for the Compamyh
publicly available information and public market ltples for selected companies. The companies usethis
comparison included those companies listed belowchwvere selected from publicly traded compantesur industry
by Qatalyst Partners based on its professionainmedy

Broadeom Corporation
Cavitin, e
Freescale Semiconduector Etd-
Marvall Tochnolooavw Groun 1 +d
......... echnology Group Lt
Mallanny Tochnoloaiac 1 +d
Melanox Fechnologies Lt
PMC-Sierra; lnc
CY2014E Revenue Multiples CY2014E P/E Multiples
Altera Corporation 3.6x 19.8x
Avago Technologies, Ltd. 3.6x 13.3x
Broadcom Corporation 1.7x 11.2x
Cavium, Inc. 4.9x 25.1x
Freescale Semiconductor, | td. 2.4x 11.3x
Marvell Technology Group Ltd. 1.3x 12.5x
Mellanox Technologies, Ltd. 2.9x 22.9x
PMC-Sierra, Inc. 1.9x 14.8x
Xilinx, Inc. 4.0x 17.8x

Based upon research analyst consensus estimatesalfardar year 2014, and using the closing pricesofa
Decemberl3, 2013 for shares of the selected companies,ly@atdartners calculated, among other things, ripaied

fully diluted enterprise value divided by the estted consensus revenue for calendar year 2014hwidaefer to as the
CY2014E Revenue Multiples, for each of the selectethpanies. The low, highrd medianand mean CY2014E
Revenue Multiples among the selected companies/zathlwere 1.3x, 4XQ 2.9 and 2.9x, respectively. The implied
fully diluted enterprise value divided by the estted consensus revenue for calendar year 201hdo€ompany was
1.8x based on the Analyst Projections.

Based on an analysis of the CY2014E Revenue Medtifor the selected companies, Qatalyst Partnrstes a
representative range of 1.5x to 2.5x and appliedrémge to our estimated calendar year 2014 revbased on each of
the Updated Selected 2014 Financial Information #ied Analyst Projections. Based on the Compariully-diluted
shares (assuming treasury stock method), includamgmon stock, service-based RSUs, performance-tRSéts and
options outstanding as provided by our managenmnthie period ended Decemlder 2013, this analysis implied a
range of values for the Company common stock ofr@pmately $7.01 to $11.28 per share based on thdatéd
Selected 2014 Financial Information and approxiiye$6.61 to $10.64 per share based on the Anakgie&tions.
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Based upon research analyst consensus estimatesalrdar year 2014 and using the closing pricesofas
| Decemberl3, 2013 for shares of the selected companies,y@atdartners calculated,
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among other things, the implied price to earnings share multiples for calendar year 2014, whichrefer to as the
CY2014E P/E Multiples, for each of the selected panes. The low, higkwned medianand meanCY2014E P/E

Multiple among the selected companies analyzed Wer2x, 25.1xand 14.& and 16.5, respectively, and the implied
price to earnings per share multiple for calendaary2014 for the Company was 11.5x based on thdygtna
Projections.

Based on an analysis of CY2014E P/E Multiples foe selected companies, Qatalyst Partners selected a
representative range of 11.0x to 15.0x for the CMID P/E Multiples and applied this range to ouewdar year 2014
expected earnings per share based on each of tHatddp Selected 2014 Financial Information, and Ahalyst
Projections. This analysis implied a range of valt@ the Company common stock of approximate0$3o0 $12.28
per share based on the Updated Selected 2014 Fiharformation, and approximately $7.59 to $10(&% share based
on the Analyst Projections.

No company included in the selected companies saisalg identical to the Company. In evaluating $eécted
companies, Qatalyst Partners made judgments amuptens with regard to industry performance, gahbusiness,
economic, market and financial conditions and otmatters. Many of these matters are beyond theraiootf the
Company, such as the impact of competition on ausiress and the industry in general, industry dnoand the
absence of any material adverse change in ourdigiaoondition and prospects of or the industryirothe financial
markets in general. Mathematical analysis, suctiedermining the arithmetic mean, median, or thé laiglow, is not in
itself a meaningful method of using selected compdata.
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Sdlected Transactions Analysis

Qatalyst Partners compared 23 selected transaammsunced between January 2001 and August 20dBimy
companies in the semiconductor industry selectedQayalyst Partners based on its professional judgniehese
transactions are listed below:

NTM NTM.
Revenue PIE
Announcement Date Target Acquiror Multiple* . _Multiple
August 15, 2013 Volterra Semiconductor Corporation xelntegrated Products, Inc. 3.1x  30.5x
July 12, 2013 Spreadtrum Communications, Inc. Tsiagdanigroup Ltd. 1.6x 10.6x
June 22, 2012 MStar Semiconductor, Inc. MediaTek, Inc 2.1x 15.8x
May 2, 2012 Standard Microsystems Corporation Micimdrechnology Incorporate  1.8x  22.1x
September 12, 2011 NetLogic Microsystems, Inc. BroadC€orporation 8.3x  29.2x
April 4, 2011 National Semiconductor Corporation  T&tastruments Incorporated 4.4x  21.5x
January 5, 2011 Atheros Communications, Inc. QUALCON#dorporated 3.5x  23.5x
August 30, 2010 Infineon Technologies AG (WirelessIntel Corporation 0.7x  NM*
Business)
April 10, 2008 NXP B.V. (Wireless Business) STMicreetkonics N.V. (Wireless NA* NA*
Business)
December 13, 2007 AMIS Holdings, Inc. ON Semicondu€orporation 1.7x  13.3x
August 13, 2007 Sirenza Microdevices, Inc. RF Micrevides, Inc. 4.2x  22.8x
December 4, 2006 Agere Systems Inc. LSI Logic Coijpmra 2.5x  22.6x
September 15, 2006 Freescale Semiconductor, Inc. stmv&roup 2.4x  20.3x
August 3, 2006 Royal Philips Electronics (NXP Investor Group 1.6x NA*
Semiconductor N.V.)
July 30, 2006 msystems Ltd. SanDisk Corporation 1.4x 23.4x
July 23, 2006 ATI Technologies Inc. Advanced Microviges, Inc. 1.8x 26.2x
March 8, 2006 Lexar Media, Inc. Micron Technologys.In 0.8x NM*
January 9, 2006 Texas Instruments Incorporated  Bain Capital, LLC 3.5x  NA*
(Sensors and Controls Units)
August 15, 2005 Agilent Technologies, Inc. Investor Group (Kohlberg Kravis | NA* NA*
(Semiconductor Products Division) Roberts & Co. and Silver Lake
Partners)
June 15, 2005 Integrated Circuit Systems, Inc. lategh Device Technology, In¢ 5.9x  30.2x
March 10, 2002 Elantec Semiconductor Inc. IntersitpOoation 12.0x NM*
May 15, 2001 Sawtek Inc. TriQuint Semiconductor Inc. 9.8x 34.4x
January 29, 2001 Dallas Semiconductor Corporation iMamtegrated Products, Inc. 4.6x  28.2x

* “NA” meansnot publicly available."NM” meansnot meaningful. Multiples greaterthan 50.0x or lessthan0.0x are

considered not meaningful.

For each of the transactions listed above, Qat&lgstners reviewed, among other things, the imgliéy diluted
enterprise value of the target company as a meltgdl the next-twelve-months revenue of the targehpgany, as
reflected in Wall Street analyst research, cenpaiblicly available financial statements and predeases. Based on the
analysis of such metrics for the transactions netiedve, Qatalyst Partners selected a representatnge of 2.0x to
3.0x applied to ounext-twelvemonthgext-twelve-monthgending Septembe30, 2014) estimated revenue reflected in the
Analyst Projections. Based on the calculationda@#h above and the Compéasyfully-diluted shares (assuming treasury
stock method), including common stock, service-8aBSUs, performance-based RSUs and options outsgaiad
provided by our management for the period endededberl, 2013, this analysis implied a range of valuesthe
Company common stock of approximately $8.48 to 3der share.
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I For each of the selected transactions, Qatalyshétaralso reviewed, among other things, the ppaid effor the
target company as a multiple of the next-twelvetinerearnings of the target company reflected inl\8tket analyst
research, certain publicly available financial eta¢nts and press releases. Based on the analygistoimetrics for the
transactions noted above, Qatalyst Partners seélectepresentative range of 20.0x to 26.0x appbedur next-twelve-
months (ending Septemb80, 2014) estimated earnings per share reflecteth@nAnalyst Projections. Based on the
calculations set forth above, this analysis impkedange of values for the Company common stocppiroximately
$13.04 to $16.95 per share.

No company or transaction utilized in the seled¢tadsactions analysis is identical to the Companthe merger.
In evaluating the selected transactions, QatalystnBrs made judgments and assumptions with reggargeneral
business, market and financial conditions and otetters, many of which are beyond our controlhsas the impact
of competition on our business or the industry gahe industry growth and the absence of any nmltedverse change
in our financial condition or the industry or inettinancial markets in general, which could affée public trading
value of the companies and the aggregate valubeotrainsactions to which they are being compareda@se of the
unique circumstances of each of these transactiodsthe merger, Qatalyst Partners cautioned agpliasing undue
reliance on this information.

Miscellaneous

In connection with the review of the merger by twoard of directors, Qatalyst Partners performedaiaety of
financial and comparative analyses for purposesenflering its opinion. The preparation of a finah@pinion is a
complex process and is not necessarily amenaldep@rtial analysis or summary description. In @mg\at its opinion,
Qatalyst Partners considered the results of aitsonalyses as a whole and did not attribute amiqular weight to
any analysis or factor it considered. Qatalyst st believes that selecting any portion of itslyeses, without
considering all analyses as a whole, could createskeading or incomplete view of the process ugaey its analyses
and opinion. In addition, Qatalyst Partners mayehgiven various analyses and factors more or lesghivthan other
analyses and factors, and may have deemed vargsusnations more or less probable than other asgmaptAs a
result, the ranges of valuations resulting from payticular analysis described above should ndaken to be Qatalyst
Partners view of the actual value of the Company. In perfiog its analyses, Qatalyst Partners made numerous
assumptions with respect to industry performaneaeil business, economic, market and financiaditons and other
matters, many of which are beyond our control. Asstimates contained in Qatalyst Parthemsalyses are not
necessarily indicative of future results or actualues, which may be significantly more or lessofable than those
suggested by such estimates.

Qatalyst Partners conducted the analyses descabede solely as part of its analysis of the fasndsom a
financial point of view, of the $11.15 per sharesltaconsideration to be received by the holdershef @Gompany
common stock, other than Avago USA or any affisatef Avago USA, pursuant to the merger agreememd, ia
connection with the delivery of its opinion to doward of directors. These analyses do not purpopetappraisals or to
reflect the price at which the Company common stoght actually trade.

Qatalyst Partnetsopinion and its presentation to our board of doecwas one of many factors considered by our
board of directors in deciding to approve the meagreement. Consequently, the analyses as desa@abime should
not be viewed as determinative of the opinion af lboard of directors with respect to the considenato be received
by our stockholders pursuant to the merger or ofthadr our board of directors would have been wllio agree to a
different consideration. The consideration was rdateed through aris-length negotiations between the Company and

| Avago and was approved by our board of directoegalyst Partners provided advice to us during these

o1

95
Redline LSI Preliminary Proxy Statement - As Filgg371v2 and LSI Definitive Proxy (As Filed) 4641&0
4/9/2014 11:54:23 AM



negotiations. Qatalyst Partners did not, howevecommend any specific consideration to us or timt specific
consideration constituted the only appropriate iclenation for the merger.

Qatalyst Partners provides investment banking dher services to a wide range of corporations addsiduals,
domestically and offshore, from which conflictingarests or duties may arise. In the ordinary @ofghese activities,
affiliates of Qatalyst Partners may at any timedh@dng or short positions, and may trade or othesweffect
transactions in debt or equity securities or loahthe Company, Avago or certain of their respectffiliates. During
the two year period prior to the date of Qatalyattfers opinion, no material relationship existed betwé€@talyst
Partners or any of its affiliates and the CompanyAwago pursuant to which compensation was recejedatalyst
Partners or its affiliates. However, Qatalyst Perdnand/or its affiliates may in the future provideestment banking
and other financial services to the Company andgéwar any of their respective affiliates for whithwould expect to
receive compensation.

Under the terms of its engagement letter, Qatdhgstners provided the Company with financial adyiservices
in connection with the proposed merger for whiclvilt be paid approximately $3illion, $5.25 million of which was
payable upon delivery of its opinion, and the remmg portion of which will be paid upon, and sulbjdo,
consummation of the merger. The Company has alsseddo reimburse Qatalyst Partners for its exfgemsirred in
performing its services. The Company has also dgi@endemnify Qatalyst Partners and its affiliatéseir respective
members, directors, officers, partners, agentsemmployees and any person controlling Qatalyst Bestor any of its
affiliates against certain liabilities, includinglilities under the federal securities law, angdemses related to or arising
out of Qatalyst Partnér&ngagement.

Certain Company Forecasts

The Company does not generally publish its busim#ass and strategies or make external disclosoféats
anticipated financial position or results of opemag other than for providing, from time to timestimated ranges of
certain expected financial results and operatiametrics for the current quarter in its regular eays press releases and
other investor materials.

In connection with the Comparsyannual strategic planning process, our managgmepéares financial projections
that include a forecast for the current year argjeptions for the three subsequent years. They@at of the projection
period is periodically refined and updated to take account the Comparsy actual financial results during the final
fiscal quarters of the current year, as well amngha in the outlook for our businesses and theoesicnenvironment,
before being finalized as the Companyinancial plan for that period. These financiabjpections are not intended for
public disclosure. In connection with the evaluatmf the Comparyg strategic alternatives, in October of 2013, our
management provided such non-public financial ptmaes covering CY2014 — CY2016, summarized belowlen the
heading“*Management Projectiotis to interested parties that entered into confidétyt agreements with us, including
to Avago and Silver Lake. Our management also geavisuch non-public financial projections cover@®y2014 —
CY2019, summarized below under the headiflglanagement Projectiotis to Qatalyst Partners in connection with
Qatalyst Partnerspreparation of Qatalyst Partnergpinion asto the fairness, from a financial point of view, thie
consideration to be received by the holders ofGbepany common stock, other than Avago USA andéadfiljates of
Avago USA, pursuant to the merger agreement, destriurther in“*The Merger — Opinion ofourFinaneial
AdviserQatalyst PartnersLP” beginning on page&447. Pursuant to the Compasynormal process of refining its
financial projections throughout the year, the @ctpns for our 2014 revenue and non-GAAP earnipgs share
originally included in the Management Projectionsrevupdated by our management in December of 20i&flect our
updated view of our 2014 revenue and non-GAAP egsnper share based on our estimated results éofotirth
quarter of fiscal 2013 and our most recent viewhat time of the outlook for our
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various businesses over the coming year. Our upd#ig4 revenue projections and non-GAAP earningsipare were
provided to Avago, Silver Lake and Qatalyst Padrend are summarized below under the headibgdated Selected
2014 Financial Informationi.

The internal financial analyses and projectionsti@ Company were prepared by our management obéatie
and for the limited and specific context describetbw. The projections were provided by manageméifit a view to
showing potential bidders the potential performanédhe Company on the basis of certain assumpteomgained
therein and were provided to Qatalyst Partnersuger in its financial analyses with respect to QataPartnersopinion.

These financial projections and forecasts werepmepared with a view toward public disclosure ompbance
with published guidelines of the SEC or the Amaeridastitute of Certified Public Accountants for pagation and
presentation of prospective financial informatitime International Financial Reporting Standardsiclwvhive refer to as
IFRS, or U.S. GAAP and do not, and were not intdntte act as public guidance regarding the Comsafyture
financial performance. The inclusion of this inf@tmon in this proxy statement should not be reghm@e an indication
that the Company or any recipient of this informatconsidered, now considers or will consider thisrmation to be
necessarily predictive of future results. The Comypaoes not intend to update or otherwise revige fihancial
projections to correct any errors existing in spcbjections when made, to reflect circumstancestieg after the date
when made or to reflect the occurrence of futurenes/even in the event that any or all of the apsions underlying
the financial projections are shown to be in error.

Although presented with numerical specificity, theancial projections and forecasts included ins tipiroxy
statement are based on numerous estimates, assusnahd judgments (in addition to those descrileov) that may
not be realized and are inherently subject to Bogmt business, economic and competitive uncdiésinand
contingencies related to various factors, includgigwth rates of the end markets in which we pipdie, timely
completion of our product development schedules,ctimpetitiveness of our current or future produelstive to those
of our competitors, the production plans and prodeensition schedules of our customers, and the@ance in the
marketplace of our customénsroducts that incorporate our products and therdrctors listed in this proxy statement
under the section entitled Cautionary Note Regarding Forward-Looking Statesigriieginning on paga324. These or
other factors may cause the financial projectianthe underlying assumptions and estimates to d&ecurate. Since the
financial projections cover multiple years, sucfoimation by its nature becomes less reliable wihh successive year.
The financial projections also do not take intocact any circumstances or events occurring afterddite they were
prepared. The inclusion of the financial projectioand forecasts in this proxy statement shall retdeemed an
admission or representation by the Company that sxformation is materialThe inclusion of the projections should
not be regarded as an indication that the Companyansidered or now considers them to be a reliable pdiction of
future results and you should not rely on them asueh. Accordingly, there can be no assurance that iti@dial
projections will be realized, and actual resultsymary materially from those reflected in the pobiens. You should
read the section entitlef Cautionary Note Regarding Forward-Looking Statesignbeginning on page324 for
additional information regarding the risks inhergnforward-looking information such as the finaaigorojections.

Our revenueprojectionsreflect our views of the growth potentialof our variouslines of businessandincorporate
the business, economic and competitive uncertaiatig contingencies. With these various factomsimd, we developed
the revenueprojectionsfor eachof our major lines of businessWe anticipatethat eachof our major product-related
businessesvill grow over the forecastperiod. We anticipatethat our intellectualpropertylicensingbusinesswill be flat
to slightly declining over the forecast period.
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With respectto our storageproducts,we expectthat the revenuefrom productswe supply for_hard disk drive
applicationsand server storageconnectivity will_grow in_aggregateat a rate approximatelycommensuratevith the
estimatednominal growth rate of the U.S. economyover the forecastperiod. We expectthat the revenuein our flash
storage applications, including PCle flash ada flash storage processors, will grow at a nfaster rate than our
hard disk drive and serverstorageconnectivity products,given the strongand growing demandfor flash-basedstorage.

Our_projections assumethat revenuefrom our productsfor_flash storageapplicationsin_aggregatewill more than
quadruple between 2013 and 2019 based upon thendemamds in that area of our business.

With respectto our networkingproducts,we expectthat our revenuedrom productsincluding customnetworking
applications,communicationprocessorsnetwork processorsand various other networking productsin _aggregatewill
more thandoublebetween2013 and 2019. This forecastreflectsrevenuesxpectedo be generatedrom productdesign
wins previously awardedto us by our customersand expectationsof favorabledemandtrendsover the forecastperiod
for_productsthat our productsareincorporatednto, suchaswirelessnetworkaccesssystems gnterprisenetworkingand
data center networking equipment.

Certain of the financial projections set forth ermay be considered non-U.S. GAAP financial measuNon-
U.S. GAAP financial measures should not be conedlén isolation from, or as a substitute for, ficiahinformation
presented in compliance with U.S. GAAP, and non-WGBAP financial measures as used by the Comparynoabe
comparable to similarly titled amounts used by ot@mpanies.

The below dollar amounts are in millions of U.Sllats, rounded to the nearest one million dollars.

Management Projections

CY2014E CY2015E CY2016E _CY2017E _CY2018F CY2019FE

Revenue $2,711 $3,123 $3,561 $3,783 $3,935 $4,031
Non-GAAP Operating Income(1) $512 $ 667 $ 789 $ 838 $ 872 $ 893
EBITDA(2) $575 $ 732 $ 84 $917 $ 954 $978

The following is a summary of the prospective nperating profit after tax and unlevered free calshwv fof the
Company for calendar years 2014 through 2019, wisich derived from the prospective financial infotioa
summarized in the table above:

CY20Q14E  CY20Q15E  LCY20l16E CY2017E CY2018E  LCY2019E

NOPAT(3) $486 $634 $749 $796 $828 $786
Unlevered Free Cash Flow(4) $424 $569 $669 $758 $800 $765

Updated Selected 2014 Financial Information

CY2014E
Revenue $2,629
Non-GAAP EPS(5) $ 0.82

(1) Non-GAAP Operating Income adjusts GAAP operatingome to exclude costs associated with stockebase
compensation, amortization of acquisition-relatgdngibles, and restructuring of operations anérotlems, net.

(2) EBITDA represents Earnings Before Interest, Bax@epreciation and Amortization, presented on B-U&.
GAAP basis to exclude costs associated with steseth compensation, amortization of acquisitiortedla
intangibles, and restructuring of operations aroitems, net.
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(3) NOPAT represents Net Operating Profit After Taxesented on a non-U.S. GAAP basis to excludescost
associated with stock-based compensation, amootizaif acquisition-related intangibles, and redog of
operations and other items, net.

(4) Unlevered Free Cash Flow is a non-U.S. GAAP ol measure calculated by starting with non-USRAP
operating income and subtracting taxes, capitakmolipures and investment in working capital and theding
back depreciation and amortization expense.

(5) Non-GAAP EPS (or Earnings Per Share) adjusts BABPS to exclude costs associated with stock-based
compensation, amortization of acquisition-relatgdngibles, and restructuring of operations anerotiems, net. It
also excludes the income tax effect associated twérabove-mentioned items.

Financing of the Merger
We anticipate that the total funds needed to camphe merger, including the funds needed to:

=s pay our stockholders (and holders of our other tgdpased interests) the amounts due to them urider t
merger agreement, which, based upon the numbdnaséstand our other equity-based intergsiatstanding
as of DecembeB1, 2013, would be approximately $6.6 billion; and

=+ pay fees and expenses related to the merger,
will be funded through a combination of:
=+ $1 billion of cash from the combined balance sléetvago and the Company;

=+ a $1 billion investment from Silver Lake Partnek§ L.P. in the form ofsevenyeaseven-year?% senior
convertible notes with an initial conversion rate the notes of 20.8160 shares of Avago ordinasreshper
1,000 principal amount of notes, which is equivalentto an initial conversionprice of approximately
$48.04 per Avago share,initially (subject to adjustment under certain aimstances) or preferred stock with
equivalent economic terms; and

=+ a $4.6 billion term loan facility from a group @iders.

Avago Technologies Finance Pte. Ltd., a compangrparated under the Singapore Companies Act, and an
indirect wholly owned subsidiary of Avago, which wefer to as Avago Finance, has obtained the defmimitment
letter described below and Avago has entered inoniote purchase agreement described below, whichefer to
collectively with certain other related documengstlae financing documents. The funding under thenicing documents
iS subject to certain conditions, including cormis that do not relate directly to the merger agez¢. We believe the
amounts committed under the financing documentshsilsufficient to complete the merger, but we carassure you of
that. Those amounts might be insufficient if, amariger things, one or more of the parties to tharfcing documents
fails to fund the committed amounts in breach ahsfinancing documents or if the conditions to saommitments are
not met. Although obtaining the proceeds of anwriiring, including the financing under the financtfaguments, is not
a condition to the completion of the merger, thdufa of Avago Finance or Avago to obtain any pmtiof the
committed financing (or alternative financing) ilsely to result in the failure of the merger to dmmpleted. In that case,
Avago USA may be obligated to pay the Company arsevtermination fee, which we refer to as the Avegmination
fee, of $400 million as described undémhe Merger Agreement — Termination F€ekeginning on pageg94.

Debt Financing

In connection with entering into the merger agregmavago Finance received a commitment letter fideutsche
Bank Securities Inc., which we refer to as Deutd8hpk, Deutsche Bank AG

©
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New York Branch, which we refer to as Deutsche B&hk Barclays Bank PLC, which we refer to as Baysla
Citigroup Global Markets Inc., which we refer tallectively with its affiliates, as Citi, Merrill ¥nch, Pierce, Fenn&
Smith Incorporated, which we refer to as Merrillnich, and Bank of America, N.A., which we refer t® BofA,
pursuant to which, among other things, each of st Bank, Deutsche Bank NY, Barclays, Merrill Lynand BofA
(together with any other lending entity and/or ager that becomes party to the commitment letteichvwe refer to as
the commitment parties in this proxy statement)ehasverally agreed to provide debt financing to gov&inance for
purposes of consummating the merger. We referisoctimmitment letter, as it may be amended in atzowe with the
merger agreement, as the debt commitment léttehisprexy-statement The financing contemplated under the debt

commitment letter is referred to as the debt fimape-thisprexy-statement

Pursuant to the debt commitment letter, the initminmitment parties have committed on a severalremdoint
basis to provide, in the aggregate, 100% of tHeviahg debt facilities:

=+ a $4.6 billion senior secured term loan creditligciand

=+ a $500 million senior secured revolving credit fiaci(including a sublimit for letters of credit drswingline
facility for short-term borrowings for mutually aggd upon amounts).

The commitment parties may invite other banks,rama institutions and institutional lenders to fo@pate in the
debt financing. Deutsche Bank NY will act as adstiaitive agent and collateral agent for the det@niting. The debt
commitment letter expires on the earliest oftlfg consummation of the merger with or without tiebt financing,
(i) prior to the consummation of the merger, the teatm of the merger agreement in a signed writm@aécordance
with its terms and (iilSeptembe3, 2014. The commitments of the initial lendersptovide the debt financing are
subject to the satisfaction of a number of custgntanditions, including but not limited to the fmiing:

=s execution and delivery of customary definitive doemtation relating to the credit facilities;

=¢ since Decembet5, 2013, the non-occurrence of atfgompany material adverse effdc{as defined in the
debt commitment letter, which definition conforne the definition of Company material adverse effeet
forth in the merger agreement);

=s consummation of the merger in all material resp@ttaccordance with the terms of the merger agreeme
without giving effect to any amendments, modifioasi, consents or waivers thereto or thereunder ahat
material and adverse to the lenders or the commitparties without the prior written consent of Bwine
Bank, Citi, Barclays and Merrill Lynch, which wefee to as the lead arrangers, such consent noeto b
unreasonably withheld, conditioned or delayed;

=e substantially simultaneous consummation of thenagiting of certain existing indebtedness of Avagad the
issuance of the notes, described'imhe Merger — Financing; Convertible Nateégn page 59

=¢ delivery of certain historical and pro forma fina@icstatements and allowance for a 15 consecutendar
day period to syndicate the debt financing follayidelivery of such historical and pro forma finaci
statements;

=+ execution and delivery (if applicable, in propernfofor filing) of documents and instruments reqdite create
and perfect security interests in certain colldfesabject to certain exceptions;

=e receipt by the initial lenders of customary legalinins, customary evidence of authorization and a
certification as to the solvency of Avago and ibsidiaries on a consolidated basis (after giviifigceto the
merger and the incurrence of indebtedness relatrétb);

o
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=+ the consummation of the debt financing on or bef®eptembel3, 2014,

e the accuracy in all material respects of certaiecsied representations and warranties relatechéo t
merger agreement and the merger; and

=+ the payment of all fees and expenses due and mayabbnnection with the debt financing.

Convertible Notes

Avago has entered into a note purchase agreembiuh we refer to as the purchase agreement, tdcsé&ilver
Lake Partners IV, L.P., which we refer to as Silk@ke, $1 billion aggregate principal amount of §ea 2.0%
Convertible Senior Notes due 2021, which we rafeag the notes.

The completion of the private placement of the soi® contingent on satisfaction or waiver of cusiom
conditions, as well as a requirement that the mehges been consummated or will be consummated esutizdly
simultaneously with the closing under the purcheg®ement of the issuance of the notes, and Avagodreceived, or
that substantially simultaneously with the closingder the purchase agreement Avago will receive ptioceeds of the
debt financing in an amount sufficient (togethethwithe proceeds of the notes) to consummate thgemepntemplated
by the merger agreement and the refinancing of &&agxisting credit agreement. The purchase agregmewides that
the private placement to Silver Lake will be congdeeither simultaneously with the closing of therger or on such
date as is mutually agreed upon in writing by Avagaol Silver Lake. The purchase agreement may benated at any
time before consummation of the private placeménthe notes by mutual consent of Avago and Silvakd, or by
either Avago or Silver Lake if (&j)e consummation of the private placement of thesehall not have occurred on or
prior to Septembe?3, 2014 or (bfhe merger agreement is terminated for any reason.

The notes will be issued under an indenture betweago and a trustee and will bear interest at te od
2.0% per annum, payable semiannually in cash. The natesature on the 1st or 15th day of the monthofeing the
later of three months past the Term Loan B matutitie contemplated by the debt commitment lettessdefined in the
purchase agreement) or seven years from the dassuance of the notes, subject to earlier conwersedemption or
repurchase. The initial conversion rate for theesos 20.8160 shares of Avagardinary shares, no par value, which
we refer to as the Avago shares, and cash in fiany fractional Avago shares, per $1,000 princg@bunt of notes,
which is equivalent to an initial conversion primeapproximately $48.04 per Avago share. The caiorrrate will be
subject to adjustment from time to time upon theuoence of certain events. Holders may surrenggr hotes for
conversion at any time prior to the close of bussnen the business day immediately preceding therityadate for the
notes.

The notes will be Avads general, unsecured obligations and are effegtsidbordinated to all of Avage existing
and future secured debt, to the extent of the sasseturing such debt and are structurally subdeting all liabilities
of Avagds subsidiaries, including trade payables. The itudlerdoes not limit the amount of indebtedness Avaigo or
any of its subsidiaries may incur.

Subject to the terms and conditions of the indentupon the occurrence of*gdundamental changg, as defined
in the indenture, each holder of the notes willehéhe right to require Avago to repurchase somallasf such holdés
notes at a purchase price payable in cash equ&(% of the principal amount to be so repurchagled, accrued and
unpaid interest, if any.

At any time following the fifth anniversary of thaate of issuance of the notes, Avago may elecedeem the
notes if the closing sale price of the Avago shdoes?20 or more trading days in the period of 3@isgzutive trading
days ending on the trading day immediately priothi date on which Avago provides notice of suctemgption exceeds
150% of the applicable conversion price in effect

=
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on each such trading day. The redemption pricebeilpayable in cash and will equal the sum of 1@@%he principal
amount of the notes being redeemed, plus accrugdigpaid interest, if any. Avago may also redednorapart of the
notes for certain tax reasons as provided in thenture.

The indenture will include customatyevents of default; which may result in the acceleration of the mayuoit
the notes under the indenture. The indenture V€ aclude customary covenants for convertibleegot

Avago and Silver Lake will also enter into a regifibn rights agreement pursuant to which Silvekeaiill have
certain registration rights with respect to theesotnd the Avago shares issuable upon conversitire gfotes.

The foregoing description of the indenture, purehagreement and registration rights agreement miatepurport
to be complete and is qualified in its entirety rigference to the full text of each such documetichvarewere filed
with the SEC on Decembé6, 2013 with an amendment to Avag&urrent Report on Form 8-K.

Closing and Effective Time of Merger

Unless the parties otherwise agree in writing, ¢lwsing of the merger will take place no later thtae third
business day following the date on which the ldsthe conditions to closing of the merger (desatilbmder-‘The
Merger Agreement — Conditions to the Merddoeginning on pages9l) has been satisfied or waived (other than those
conditions that by their terms are not capableedndp satisfied or waived until the closing of therger, but subject to
the satisfaction or waiver of such conditions),abrsuch other date and time as Avago USA and thmp@ny have
otherwise agreed in writing, provided that if therketing period (as described undémhe Merger Agreement —
Closing and Effective Time of the Merger; MarketiRgriod” beginning on pagés72) has not ended at the time of the
satisfaction or waiver of all of the conditionsdiosing of the merger (other than those condititrag by their terms are
not capable of being satisfied until the closingtlué merger), the closing shall not occur until &selier to occur of
(a) a date during the marketing period specified by gav&JSA on three business days written notice toGbepany
and (b)the first business day following the final day b&tmarketing period, subject in each case to ttisfaetion or
waiver of all of the conditions to closing on sudzte.

Payment of Merger Consideration and Surrender of Sick Certificates

Eachrecordhoelderoflf_your shares of Company common stdekherthanholdersef-seolelythe-excludedshares)ilt
be-senare held on your behalfby a bank, brokerageirm or other nominee althougheachbank, brokeragefirm or other
nomineeestablishests own procedureswe believethat paymentfor thoseshareswill be depositedn your accountwith
such bank, brokeragefirm or other nomineepromptly after consummatiorof the merger.If you hold only book entry
sharesat Computersharewe believe that the paying agent will mail you a check in the amount of the merger
consideratiorfor thosesharesapproximatelyone week after consummatiorof merger.If you hold LS| stock certificates
or if you hold a stock certificate from a companythat was acquiredby LSI and never exchangedhat certificate for
Companycommonstockandthe sharesepresentedby that certificatehavenot beendeliveredto a governmentuthority

nderunclalmedgrogertg! escheabr similar laws, the Qalmg agentwnl mail you a Ietter of transmlttaétesenbmghew

eventwnhln five business day&tter of theeempletterconsummatlomf the mergeg that ¥ou must comglete and retu rn to
the paying agent. Once the paying agent receives ymperly completed letter of transmittal andcktoertificate(s), the
paying agentwill_ mail you a paymentcheckin the amountof the mergerconsideratiorfor your certificatedsharesand

for your book entry shares, if any.

You should not return your stock certificates withthe enclosed proxy card, and you should not forwargour
stock certificates to the paying agent without a téer of transmittal.

N
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Yeulf_you hold LSI stockcertificatesor if you hold a stock certificatefrom a companythat was acquiredby LSI

and never exchanged that certificate for Compamnoon stock, yowvill not be entitled to receive the per share merge
consideration until you deliver a duly completedi aaxecutedetter of transmittal to the paying agetityoursharesare

certificated;—yolYou must also surrender your stock certificate or fieaties to the paying agent.you have lost a stock
certificate, or if it has been stolen or destroyedthen to receive your per share merger consideratiowith respect
to the shares of Company common stock represented lthat stock certificate, you will have to make araffidavit

of the loss, theft or destruction of that stock cdificate and, if required by Avago USA, post a bondas indemnity
against any claim that may later be made with resgt to such stock certificate.If ownership of your shares is not
registered in the transfer records of the Companyheck for any cash to be delivered will only bsued if the
applicable letter of transmittal is accompaniedallydocuments reasonably required by the Compangvigence and
effect such transfer and to evidence that any egiple stock transfer taxes have been paid or drepmicable.

Interests of Certain Persons in the Merger

When considering the recommendation of our boardirettors that you vote to approve the proposadapt the
merger agreement, you should be aware that ouctoieeand executive officers have interests inrti@eger that are
different from, or in addition to, those of our gtholders generally. The board of directors wasraved and considered
these interests, among other matters, in evaluadimd) negotiating the merger agreement and the mesgel in
recommending that the merger agreement be adoptédebstockholders of the Company. In the discusbielow, we
have quantified payments and benefits on a prds¢ess to our executive officers and to our non-eyg® directors. For
the purposes of all of the agreements and plansided below, the completion of the transactionstemplated by the
merger agreement will constitute a change in cbatnd a sale of the Company.

Treatment of Outstanding Equity Awards

Pursuant to the Compdisy equity incentive plans and programs, certain Gaypequity awards held by its
executive officers and directors that are outstandinmediately prior to the closing of the Mergeill Wwe subject to
accelerated vesting or assumption by Avago at fleetee time of the merger, as described in ma®id in the section
entitled ““ The Merger Agreement- Treatment of Company Common Stock, Options, festh Stock and Restricted
Stock Units” on pages973 of this proxy statement.

The following table shows as efanuard3February 192014, for each person who has been an execuficero
since January, 2013, (i)the number of shares subject to vested options thelkdm or her (ii) the cash consideration
that he or she will receive for such vested optiopen completion of the merger, (ithe number of shares subject to
unvested options held by him or her to be assurgeivgo, (iv)the value of the unvested options held by him a@r he
to be assumed by Avago, (e number of shares subject to restricted stodk tneld by him or her to be assumed by
Avago, (vi)the value of the restricted stock units held by biher to be assumed by Avago upon the completidhe
merger, (vii)the payment he or she will receive for all vestedity awards, and (viiijhe total value of assumed equity
awards in _eachcase,calculatedassumingthe mergeris consummaten February 192014 The values in the table
below are based on the per share merger conswferati $11.15 and assume that each executive offidérbe a
continuing employee. The actual values of the
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assumed Company options and restricted stock aretso be based on the Exchange Ratio, which cdrendetermined
until the closing date of the merger.

- Number of
Shares Subject
Number of to Unvested
Shares Subject Restricted
to Unvested Value of Number—ef%hares
Numberof Shares Unvested  SubjectioUnvesied ~ Value of Total
Number of Cash-Out Subiect to Unvested  Value of Unvested  Restricted Stock Unvested Payment for Total Value
SharesSubject ~ cash-cutPayment  Options to Be ~ Options to Be Units to-Be Restricted VestedEquity ~ Of Assumed
to Vested for-Vested-Option Assumed Assumed Assumed Stock Units to Award Equity
Options Vested Options Assumed Assumed Be Assumed Be Assumed Awards AwardAwards
e - o - - — S — —
Executive
Officers
Abhijit Y.
Talwalkar 5.306.219 33312 544 33312544  21,539,88
4,906,219 32,361,544 2,470,011 10,289,404 1,009,012 11,250,4782,361,544 2
D. Jeffrey
Richardson. 2.002067 11.907.841 11.907.841 13,265,04
1,802,067 11,527,841 1,918,990 7,625,674 505,773 5,639,369.1,527,841 3
Bryon Look 1,762,835 10,513,128 LoEio 1o
"""""""""" 1,562,835 10,133,128 923,026 3,877,444 374,035 4,170,48510,133,128 8,047,929
Jean F. Rankin gs7061 4,873,762 4,873,762
767,061 4,781,762 588,183 2,409,345 232,166 2,588,645 4,781,762 4,977,990
Gautam
Srivastava 110,061 481,860 538,308 2,150,998 213,527 2,380,820 @81,8,531,818
Gregory L. Huff 209,413 717,412 501,740 1,890,852 315,444 3,517,195 ¥27,%5,408,047

(1) Thevalueof eachunvestedoptionto be assumeds the differencebetweern$11.15per shareandthe exerciseprice
of the option multiplied by the number of sharebjsct to the unvested option as of February 194201

| (22) In the case of restricted stock units that argestiio performance-based vesting, attainment logpplicable
performance goals is assumed at a level resuhirtba payout of target awards.

| (38) The value of the Company restricted stock unitsaised on a price of $11.15 per share.

| The following table shows as @knuaryizFebruary 19 2014, for each person who has been a directa@e sin
Januaryl, 2013, (i)the number of shares subject to vested optionskeldm or her, (iijthe cash consideration that he

| or she will receive for such vested options upommetion of the mergeiii) the number of shares subject to unvested
options held by him or her, (ithe cash consideration that he or she will recédresuch unvested options upon
completion of the merger (the vesting of all unedsbptions held by directors will be acceleratedrupompletion of the
merger), (vV)the number of shares subject to restricted stodk held by him or her that would be subject toederated
vesting upon completion of the merger, @ig value of the payment that he or she will rezdor such restricted stock
units upon completion of the merger, (e total payments he or she will receive for alvested equity awards and
(viii) the total consideration he or she will receive dfiroutstanding equity awards eachcase,calculatedassuming
the mergeris consummatedn February 192014 The values in the table below are based on thesipgre merger
consideration of $11.15.

~
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Cash-Out Number of Value of Total
Number of ~Cashout Shares Payment Payment Total
Shares Paymentfor Number of Subject to for for Payment for
Subject to Vested Shares Cash-Out Unvested Unvested Unvested Outstanding
Vested Vested Subject to Paymentfor  Restricted Restricted Equity Equity
Options Options Unvested Unvested Stock Units  Stock Units Awards Awards
Name

() (%) Qptions (#) _Qptians (%) () (%) (%) (%)

Non-Employee Directors

Charles A. Haggerty 231,528 850,051 — — 9,288 103,561 103,561 953,612
Richard S. Hill 311,528 1,506,951 — — 9,288 103,561 103,561 1,610,512
John H.F. Miner 341,528 1,576,551 — — 9,288 103,561 103,561 1,680,112
Arun Netravali 311,528 1,506,951 — — 9,288 103,561 103,561 1,610,512
Charles C. Pope 126,404 489,713 — — 9,288 103,561 103,561 593,275
Gregorio Reyes 401528 1,726,851 1,830,412
371,528 1,676,151 — — 9,288 103,561 103,5611,779,712
Michael G. Strachan 251,528 1,300,851 — — 9,288 103,561 103,561 1,404,412
Susan M. Whitney 96,641 374,280 — — 9,288 103,561 103,561 477,841
5
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2014 Equity Compensation Grants

The Companyexpects-to-makmade2014 equity compensation grants to employees, dimguthe executive officers,
inand directors oMarch 1, 2014-befere-the-mergeris-consummatéihder the merger agreement and disclosure s@hedul
delivered by the Company in connection with thegeeragreement, the Company may grant up to 8,300@0npany
restricted stock units and 2,200,000 Company stguions awardsas part of its annual equity compensation grant
program, provided that the Company will consultgood faith with Avago and Avago USA regarding amargs to
employees of the Company at the level of seniagctir or above, and the Company may make additeeaty grants
to new hires. The Company may also make grantsngogees of the Company or any of its subsidiagiethe level
below vice president, provided that any such gtanany individual does not exceed 75,000 Compangksbptions
(with each Company restricted stock unit granteshwe equivalent to 2.5 Company stock options) hacaggregate of
such grants does not exceed 2,500,000 Company spbickis (with each Company restricted stock urainged deemed
equivalent to 2.5 Company stock options). The tatahber ofsharesof Company common stock subject to all such
awards that the Company may grant before the effetime of the merger may not exceed 15,000,000.

Annual Bonus Programs

The Companywil—determindias determinedthe amount of the 2013 fiscal year annual cash seEmdor eligible
employees who participate in the LS| 2013 fiscaryannual cash bonus program, including the execuiificers, in
the ordinary course of business, based on actuédrpgnce and level of achievement of the applegi@rformance
targets in accordance with the terms of the LSI32fidcal year annual cash bonus program as apprbyethe
Compensation Committee of our Board of Directorise Tompanyit-establistestablishecin annual bonus program for

the-fiscal-yearendingDecember31, 20142014, which providesfor paymentof a part-yearbonusto any employeewho

becomes entitled to severance under one of the @wyigpseverance plans or policies after the closintipe merger and
prior to the paymentdatefor the fiscal-year2014 bonusesSuchbonuseswill be basedon the Company’'snon-GAAP
operatingincome betweenJanuary 12014 and the date on which the mergeris consummateagnd the employeesthe
Company has on its payroll as of the closing ofrtiggger.

Severance Agreements

Each executive officer participates in the SevezaRolicy for Executive Officers Change-in-Contralogam,
which we refer to as the CIC Prograwithof the Company, which provides thathib-erhe@ participant’'semployment
is terminated within one year following a changecamtrol (or within eighteen months following a olge in control in
the case of MrTalwalkar) by the Company withotitcause” or by the executive fof'good reaso#; (each as defined
in the CIC program) then, subject to the executtbra release and compliance with certain non-coitiget non-
solicitation and non-disparagement requiremehtspr—shdhe participantwill be entitled to the following severance
payments and benefits:

=¢ a lump sum cash payment in an amount equal toir2e¥ t(2.75 times in the case of Mralwalkar) the sum
of his or her (i)annual base salary as in effect immediately potetmination of employment and (t&rget
cash bonus under the Companannual bonus plan for the then-current perforegyeriod, to be paid no
later than Marct5th of the year following the year in which thenenation occurred;

=+ reimbursement of monthly COBRA premiums for congtitbenefits under the Compasiyhealth plans for the
executive officer and his or her eligible depensldior eighteen months following the date employeeerage
under such health plans terminates; and

=+ accelerated vesting of any outstanding equity asvardnted prior to December 15, 2013

(o))
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In the event the total severance payments due txecutive officer would be subject to the excee imposed
under Sectio999 of the Internal Revenue Code of 1986, as aedenathich we refer to as the Code, then the
severance payments will be cut back to the amduatt would result in no such tax being imposed,uighsreduction

would result in a greater after-tax benefit to éxecutive officer.

Specified Compensation That May Become Payable toud Named Executive Officers in Connection With the

Merger

In accordance with Item02(t) of Regulation S-K, the table below sets Hothe estimated amounts of
compensation and benefits that each named execatiieer of the Company could receive that are Hasae or
otherwise relate to the merger. These amounts hagee calculated assuming the merger is consumnositeday 1,
2014 and assuming each named executive officerrierpes a qualifying termination of employment untlee CIC
program as of that date, without taking into effaeny possible reduction that might be requiredvimichSections 280G
and 4999 of the Code. To the extent the paymentis benefits shown below would constitut& excess parachute
payment$’ for purposes of these tax code sections, the naxedutive officer may have his or her payments and
benefits reduced, if such reduction would resulaigreater net-after-tax amount to such named &xecofficer after
taking into account the excise tax imposed undeti@e4999 of the Code and any applicable federal, statklocal
taxes. Please see the section entitlddterests of Certain Persons in the Metgdor further information about the

applicable compensation and benefits.

, ,
Abhijit Y. Talwalkar

D. Jeffrey Richardson

Bryon Look

Jean F. Rankin

Gautam Srivastava

Part Year
Bonus Under

the 2014 Bonus
Cash Plan Equity
($)1) (B)(2) ($)23)
5;550;000
5,500,000 400,000 12,896,633
2,475,000 229,167 8,992,845
1,800,000 150,000 4,538,649
1,470,000 105,000 3,066,410
1,400,000 100,000 2,962,198

Perquisites/
Benefits Total

—Sey -
18484545
37,912 18,834,545
11.505-757
37,912 11,734,924
6:376:561
37,912 6.526,561
4.565:971
29,561 4,670,971
44067110
37,912 4,500,110

(1) Cash Thesedellaramounts represent a double trigger lump sum caslras®e paymerib—respectefunder the
terms of the CIC programequalto 2.0 times (2.75 times in the case of Malwalkar) the sum of base salary and

target cash bonusayable-under-theterms-of the-ClC-program

Name
Abhijit Y. Talwalkar

Base Salary(d)  _Annual Target Bonus ($)

800,000

D. Jeffrey Richardson

550,000

Bryon Look

450,000

Jean F. Rankin

420,000

Gautam Srivastava

400,000

1,200,000
687,500
450,000
315,000
300,000

(2) Part Year BonusUnder the 2014 BonusPlan. As describedabove, the Company’'semployees including the
named executive officers, are entitled to a part year bonus upon a qualifying termination under any of the
Company’'sseveranceplans or policies that occurson or after the closing of the mergerand prior to paymentof
fiscal-year2014 bonusesThe amountsin the table represen@a pro-rataportion of eachnamedexecutiveofficer's
target bonus. The actual cash bonus paid would be basedon the extent to which performancemeasuresare
achieved by the Company and the employees on yiolbas of the closing of the merger.
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(23) Equity. Reflects the value of the unvested stock optiort rastrierestrictedstock units that would vest in full
effective as of the date of the termination of emypient under the terms of the CIC

o]
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program. In the case of restricted stock units @ subject to performance-based vesting, attainie all
applicable performance goals is assumed at a legellting in the payout of target awards. The valtighe
accelerated vesting of the Company restricted stmits is based on a price of $11.15 per share.vahe of the
unvested and accelerated Company options is tf@alfite betweethe valueof $11.15 per share and the exercise
price of the option, multiplied by the number ofvastedsharegptionsas of Mayl, 2014 consistent with the
methodology applied under SEC Regulation M-A 1t8011(b) and Regulatio8-K Item402(t)(2). The amounts in
this column for the unvested and accelerated Coynpptions (i)do not represent either the value of the assumed
unvested options for accounting purposes nor theuamif any, that will actually be realized by thelividual
upon future exercise or other disposition of theested options and (ijo not reflect any taxes payable by the
option holders. The value of accelerated restristedk units and accelerated Company options foh emmed
executive officer are as follows:

Value of Accelerated
I SO SN R FairMarket-Value of

Lecclorated Accelerated Company

Company Unvested Restricted Stock
Name Options (‘R\ Linits (%)
Abhijit Y. Talwalkar 5,989,415 6,907,219
D. Jeffrey Richardson 5,440,210 3,552,635
Bryon Look 2,146,923 2,391,725
Jean F. Rankin 1,363,565 1,702,845
Gautam Srivastava 1,278,454 1,683,745

(34) Perquisites/Benefits Represents the value of reimbursement of COBRA ijpres1for continued benefits under
the Companys health plans for the executive officer and hii@r dependents payable in connection with a difine
employment termination under the terms of the Ci@ymam (valued at $32,512 with respect to MesBadwalkar,
Richardson, Look and Srivastava and at $24,161 regpect to MsRankin) and outplacement services valued at
$5,400 for each named executive officer.

Arrangements With the Survwlng Corporatron

mtegrat—te—the—seﬂﬂwqgeeerperatren—sﬁature—seeeessAS of the date of thrs proxy statement no memtméreur current

management have entered into any definitive agne#eraerangement or understanding with Avago USArdde Sub or
their affiliates regarding employment with, or ttight to invest or participate in the equity ofgtlurviving corporation,

Avago USA or any of its affiliatesAs of the dateof this proxy statementijt is the Company’sunderstandinghat no
membersof LSI's current senior managementvill be given offers of employmentto remain with the Companyafter
consummation of the merger

Avago USA and Merger Sub have agreed that all sightexculpation or indemnification for acts or ssmns
occurring prior to the consummation of the mergastag as of the date of the merger agreementworf of our and
our subsidiariéscurrent and former directors and officers andrtheirs and personal representatives, each of wiich
refer to as a D&O Indemnitee, as provided in ouowr subsidiariésrespective articles or certificates of incorparati
or bylaws, or comparable organizational or goveyngdocuments, or in any agreement between us oro&rgur
subsidiaries and such D&O Indemnitee, shall surtlieemerger and shall continue in full force anféetfin accordance
with their terms following the merger. Avago USAllwtause the surviving corporation to fulfill andrior such
obligations to the fullest extent permitted by law.

For six years following the merger, Avago USA widlind will cause the surviving corporation and iibsdiaries
to, cause the certificate of incorporation and Wwglalor comparable organizational or governing damis) of the
surviving corporation and its subsidiaries to confaovisions with

©

95
Redline LSI Preliminary Proxy Statement - As Filgg371v2 and LSI Definitive Proxy (As Filed) 4641&0
4/9/2014 11:54:23 AM



respect to indemnification and exculpation thataréeast as favorable as the indemnification amdlpation provisions
contained in our and our subsidiariesertificates of incorporation and bylaws (or comgide organizational or
governing documents) immediately prior to the merged during such six-year period, such provisishall not be
amended or repealed in a manner that would adyea$fect the rights of any D&O Indemnitee, exceptraquired by
law.

Pursuant to the merger agreement, for a one-ye&dpsommencing at the effective time of the merderago has
agreed to provide or cause the surviving corpanatio provide to continuing employees, a base salapnus
opportunity, severance, health and welfare benebtéess favorable than the base salary, bonusromity, severance,
health and welfare benefits being provided to sewiployees immediately prior to the effective tinfetlee merger. In
addition, Avago has agreed to or cause the sugvigorporation to honor the Compasychange in control and
severance plans and policies for the one-year gp@@mnmencing at the effective time of the mergebjgct to certain
permitted amendments as may be necessary for &sons). A more complete description of the bengfitssided to
Company employees under the merger agreement & tine heading“The Merger Agreement — Employee Benefit
Matters” beginning on page489.

Accounting Treatment
The merger will be accounted for ag*urchase transactighfor financial accounting purposes.

Material U.S. Federal Income Tax Consequences of@éhMerger

The following is a summary of the material U.S.édied income tax consequences of the merger to hblbers
and certairtnon-U.S. holder$ (both terms defined below) whose shares of our ammstock are converted into the
right to receive cash pursuant to the merger. Boimimary is based on the Code, the U.S. Treasunylatems
promulgated under the Code, published rulings Iy Ititernal Revenue Service, which we refer to &sIRS, and
judicial authorities and administrative decisioa$,as in effect as of the date of this proxy staet and all of which
are subject to change, possibly with retroactivecef This summary is not binding on the IRS oroart, and there can
be no assurance that the tax consequences desarilbled summary will not be challenged by the IBSthat they
would be sustained by a court if so challenged.rilimg has been or will be sought from the IRS, aodopinion of
counsel has been or will be rendered, as to the féd&ral income tax consequences of the merger.

For purposes of this summary, the teff.S. holdet” means a beneficial owner of shares of our commuoerkst
that is, for U.S. federal income tax purposes:

=+ an individual who is a citizen or resident of theitdd States;

=+ a corporation (including any entity treated as gpeomtion for U.S. federal income tax purposespiae or
organized under the laws of the United States gradiits political subdivisions;

=¢ g trust that (i)s subject to the supervision of a court within theited States and the control of one or more
U.S. persons or (iilhas a valid election in effect under applicable.Ul8asury regulations to be treated as a
U.S. person; or

=+ an estate the income of which is subject to U.8erfe income tax regardless of its source.

As used herein, &non-U.S. holdef means a beneficial owner of shares of our commockghat is neither a
U.S. holder nor an entity or arrangement treated partnership for U.S. federal income tax purposes

If a partnership (including an entity treated apatnership for U.S. federal income tax purposesjishour
common stock, the tax treatment of a partner waliegally depend on the status of the

o
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Stockholders Meeting

We are required to take all action in accordandb Welaware law and our certificate of incorporatand bylaws
necessary to duly call, give notice of and conveneeeting of our stockholders as promptly as redsgrpracticable,
and in no event later than 45 days following theedz clearance by the SEC of this proxy statementonsider and
vote upon the adoption of the merger agreement/igeo however, that we may elect not to take suatfors if our
board of directors effects a change of board recemdation in compliance with our obligations desedlifat page984
of this proxy statement under the headifidhe Merger Agreement — No Solicitation of Acqusiti Proposals’
Subject to the provisions described at pae@d of this proxy statement under the headitifhe Merger Agreement —
No Solicitation of Acquisition Proposals,our board of directors will recommend that our khmiders vote to adopt the
merger agreement, include such recommendation ig gloxy statement, and will solicit adoption ofetmerger
agreement.

No Solicitation of Acquisition Proposals

We have agreed to immediately cease any activitisgussions or negotiations with any parties thay have
been ongoing with respect to an acquisition prop@ss defined below), and to instruct such parteeseturn to us or
destroy any confidential information that had bpeovided in any such activities, discussions orotiagjons.

From the date of the merger agreement until thectfie time of the merger or, if earlier, the tevation of the
merger agreement in accordance with its terms, ave lagreed to not, and will cause our subsidiaaed, our and our
subsidiarie’s respective representatives, not to, directly directly:

| =¢ solicit, initiate, seek or knowingly encourage, ifitate, induce or support any announcement, conication,
inquiry, expression of interest, proposal, or offeat constitutes or could reasonably be expectdead to an
acquisition proposal;

| = enter into, participate in, maintain or continuey afiscussions or negotiations relating to, any &siiipn
proposal with any third party, other than solely dtate that the Company, its subsidiaries and their
representatives are prohibited from engaging insugh discussions or negotiations;

| =e furnish to any third party any non-public infornaati that could reasonably be expected to be usethéor
purposes of formulating any inquiry, expressionntérest, proposal or offer relating to an acqiasifproposal
from such third party, other than any informatiasctbsed in the ordinary course consistent with paactices
and not known by us to be used for the purposdsrofulating any inquiry, expression of interestogosal or
offer relating to an acquisition proposal,

| =e accept any acquisition proposal or enter into agse@ment, arrangement or understanding relatingnio
acquisition proposal; or

| =s submit any acquisition proposal or any matter eelahereto to the vote of our stockholders.

However, at any time prior to obtaining stockholdeproval of the proposal to adopt the merger ageeeand so
long as we are not in material breach of our ndicitation obligations under the merger agreementhe event that we
receive, abona fide written acquisition proposal, we and our board okaors may engage in negotiations or
discussions with, or furnish any information toydhird party making such acquisition proposal &sdepresentatives
if our board of directors determines in good faglfter consultation with its outside legal and fio@al advisors, that
such acquisition proposal constitutes, or is realsiynlikely to result in, a superior proposal amattsuch action is

| necessary to comply with our directofgluciary duties to our stockholders under the G@&eln the

ee]
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merger agreementwhich setsforth the circumstancesn which we can provide information to and engagein dialogue

with any party that provides l@ona fidewritten acquisition proposal (as defined in thegee agreement) that is or may

lead to a superior proposal,we agreedthat we may not and shall not allow any of our subsidiaries or eufeur

subsidiaries respectiverepresentatives fdéurnish any information to any such third party mngkthe acquisition proposal

without first entering into a confidentiality agneent containing customary limitations on the usd disclosure of all
| renpublicon-publicwritten and oral information furnished to such dhparty by or on our or our subsidiatidsehalf
and containing standstill provisions no less fab@ao us than the standstill provisions contaimethe confidentiality
agreement we entered into with Avago, and promptiwiding to Avago USA any such information prowd® such
third party. Fhesédowever, the standstill previsiengrovision in_the confidentiality agreemententeredinto with Avago
containsan exceptionpermitting acquisitionproposalsmadeat the invitation of our boardof directors.In the eventthat
we receivea proposalor expressionof interestfrom a third party in compliancewith the mergeragreementnd our
board of directors determines,among other things, that such proposal or expressionof interest constitutes,or is
reasonabhlikely to resultin, a superiorproposal,our boardwould extenda written invitation to suchbidder to present
such acquisition proposal,which invitation would permit suchthird party to amendits proposalwith a new superior
proposalin the eventthat suchthird party’s prior proposalis matchedor exceededy Avagoin the exerciseof Avago’s
matchingrights providedfor in the mergeragreementThe standstillprovisionin the confidentiality agreementhat such
third party would enter into with the Compawguld not restrict such third party from proceedwith theiits proposal,
requesting and receiving non-public information @bos and our subsidiaries, engaging in discussiatis us with
respect to the proposal and, if our board detesrnihat the proposal constitutes a superior propmsadlprovided that
we comply with our non-solicitation obligations wndhe merger agreement, entering into a defindiyezement with us
with respect to the proposahccordingly, notwithstandingany referencein the mergeragreemento the executionof
confidentiality agreementgontainingstandstillprovisionsno lessfavorableto us thanthe standstillprovisionscontained
in the confidentiality agreement we entered intthwAvago, potential bidders will be able to presesitwith a potentially
superiorproposalandwill be ableto obtain confidentialdue diligence materialand presentimprovedbids regardlesf
the standstill provision in the confidentiality @gment that such third party would enter into wiif Company.

The merger agreement provides that prior to obtgitihe approval of our stockholders of the proptsaldopt the
merger agreement, our board of directors may chasgecommendation that our stockholders votedmptithe merger
agreement if our board of directors has determinegbod faith, after consultation with its outsicleunsel, that, in light
of an intervening event (as defined below) andngknto account the results of any negotiation$ wivago USA and
any resulting offer from Avago USA, that such actis necessary to comply with fiduciary duties ovegdour board of
directors to our stockholders under the DGCL. Haweour board of directors may not withdraw, modifyamend its
recommendation that our stockholders vote to attapmerger agreement with respect to an intervemegt unless:

| =+ we have notified Avago, at least four business dayadvance, of our board of directoistent to change its
recommendation that our stockholders vote to adbpt merger agreement and specifying our board of
directors reasons for proposing to change its recommendadiayur stockholders with respect to the merger
agreement;

| e during the four business day period following swafiiten notice described above, we shall have and
shall have caused our representatives to havegetiga good faith negotiations with Avago USA (teet
extent Avago USA desires to negotiate) to make sadjostments to the terms of the merger agreeneent t
obviate the need for our board of directors to geaits recommendation that our stockholders votadipt
the merger agreement; and

©
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= during the four business day period following swafitten notice described above, Avago shall notehanade
a written, binding and irrevocable offer to modihe terms of the merger agreement that our boadirettors
has determined in good faith, after consultatiotihvis outside counsel and its financial advisoould obviate
the need for our board of directors to changedt®mmendation that our stockholders vote to adepirterger
agreement.

For the purposes of the merger agreement, the téntervening everf means any event, fact, circumstance,

development or occurrence that is material to ud emr subsidiaries, taken as a whole (other than ement or
circumstance resulting from a breach of the meeggeement by us) that was not known to our boardirettors nor
reasonably foreseeable by our board of director®roprior to the date of the merger agreement, hwigicent, fact,
circumstance, development or occurrence becomesrkte our board of directors prior to obtaining Hgproval of our
stockholders of the proposal to adopt the mergeeemgent, except that no event, fact, circumstadeeglopment or
occurrence resulting from or relating to any of thkowing shall give rise to an intervening event:

=e any acquisition proposal;

=s the public announcement of discussions among théieparegarding a potential transaction, the public
announcement, execution, delivery or performanci@imerger agreement, the identity of Avago, AvalgA
or Merger Sub, or the public announcement, pendenayonsummation of the transactions contemplated b
the merger agreement;

=+ any change in the trading price or trading volurh€ompany Common Stock on NASDAQ or any change in
the Companys credit rating (although any underlying facts, niése changes, developments or set of
circumstances may be considered, along with treetsffor consequences thereof);

=¢ the fact that the Company has exceeded or met eojgcpons, forecasts, revenue or earnings predstor
expectations of the Company or any securities at&ljor any period ending (or for which revenues or
earnings are released) on or after the date ofrids@er agreement (although any underlying factentsy
changes, developments or set of circumstancesingeldd or causing such material improvement or
improvements may be considered, along with thectsffer consequences thereof);

=s changes in GAAP, other applicable accounting rolegpplicable law or changes in the interpretatimreof
after the date of the merger agreement; or

=e any changes in general economic or political camwbt or in the financial, credit or securities k&s in
general, including changes in interest rates, exghaates, stock, bond and/or debt prices.

The merger agreement provides that prior to obtgitihe approval of our stockholders of the proptsaldopt the

merger agreement, our board of directors, with @elspo an acquisition proposal it receives fromhiadtparty, may
(i) change its recommendation that our stockholders tmtadopt the merger agreement andidiijninate the merger
agreement in order to execute or otherwise enterarbinding definitive agreement to effect a tesmt®n constituting a
superior proposal if:

| o

=s our board of directors determines in good faithteratconsultation with its outside counsel and feiah
advisors, that such acquisition proposal consstatesuperior proposal;

=s our board of directors determines in good faithterafconsultation with its outside counsel and feiah
advisors, that such action is necessary to comfly eur directors fiduciary duties to our stockholders under
the DGCL;

=+ we have notified Avago USA in writing, at least fdausiness days in advance, of such proposed t&tionm
which notice shall:

=+ specify the material terms and conditions of sughesor proposal;

o
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=¢ identify the party making such superior proposat] a

=e include a copy of the relevant proposed transacgmeements with the party making such superiopgsal
and all other material documents with respect thssuperior Proposal;

= during the four business day period following swefitten notice described above, we shall have, strall
have caused our representatives to have, engaggooth faith negotiations with Avago USA (to the exxt
Avago USA desires to negotiate) to make such adrsts to the terms of the merger agreement sostheht
acquisition proposal ceases to constitute a suppraposal; and

=¢ at the end of such four business day period ourdoofdirectors determined in good faith, after sudtation
with its outside counsel and financial advisorsd(&aking into account any adjustment or modificatad the
terms of the merger agreement which Avago has eaffe@r writing) that the acquisition proposal con#ns to
be a superior proposal.

If the merger agreement is terminated in such eugistance, we are required to pay Avago USA the gaom
termination fee of $200 million prior to or concently with such termination as more fully descritiedow.

Any revision to the superior proposal will be dednte be a new acquisition proposal for purposeshef
solicitation obligations described above, and wetnaeliver a new written notice to Avago USA an@iagcomply with
the above requirements, except that the four bssiky notice period would be reduced to two basirdays with
respect to such revised superior proposal.

In the merger agreement, we agreed not to termimatize, amend or modify any provision of, or graetmission

under, any standstillor_confidentiality agreemento which we or any of our subsidiariess a party, and we agreedto
enforcethe provisions of eachsuch confidentiality agreementHowever, upon executionof the mergeragreementthe
only standstillprovisionsthat remainin effect from the Company’sstrategicprocessare the standstillprovisionsin the
confidentiality agreement&nteredinto with Avago andits financingsource Silver Lake. Upon our entry into the merger
agreementParty A, Party B, and Party C were and remainfree to presenta superiorproposalin accordancevith the
terms of the merger agreement. Party D, which didenter into a confidentiality agreement with @empany, was and
remains free to present a superior proposal inrdacge with the terms of the merger agreement.

For the purposes of the merger agreement, the t€emquisition proposdl is defined as, other than the
transactions contemplated by the merger agreementher proposal or offer from Avago, Avago USAamy of their
subsidiaries, any expression of interest, propasabffer (whether or not in writing) involving: (the sale, lease,
exchange, transfer, license, disposition (includoygway of liquidation or dissolution of one or reoof us or our
subsidiaries) or acquisition of any business ornrtasses or assets that, in any such case, coastiticcount for 15%
or more of the consolidated net revenues, net ircomnet assets of us and our subsidiaries, takea whole; or
(i) any merger, consolidation, amalgamation, shareasgd) business combination, issuance of securdeegjisition of
securities, recapitalization, tender offer, excleaofer or other similar transaction (other thaly anch transaction by
any of our subsidiaries by or with us or any otbieour subsidiaries) (An which a person ot‘group’” (as defined in
the Exchange Act) of persons directly or indireclgquires beneficial or record ownership of semsritepresenting
more than 15% of the outstanding securities of @ags of our voting securities or (B) which we issue securities
representing more than 15% of any class of ourtauding voting securities.

For the purposes of the merger agreement, the tésaperior proposél is defined as anypona fidewritten
acquisition proposal (with all references to 15%he definition of acquisition proposal
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being treated as references to 50%) that is made thyrd party that our board of directors deteesiin good faith,
after consultation with its outside legal coungal dinancial advisors, is reasonalolgpable of being consummated, and
if consummated would be more favorable to our stolders from a financial point of view than thensactions
contemplated by the merger agreement, taking iobount (i)all financial, regulatory, legal and other aspeuftsuch
acquisition proposal (including tlexistence of financing conditions, the conditiotyadf any financing commitments and
the likelihood and timing of consummation) and &)y adjustment to the terms and conditions of theger agreement
agreed to by Avago USA and Avago in writing.

Filings; Other Actions; Notification

We, Avago, Avago USA and Merger Sub will cooperaith each other and use our respective reasonasie b
efforts to consummate and make effective the ticimses contemplated by the merger agreement anchtse the
conditions to the closing of the merger agreemeriiet satisfied, including:

a0

a0

take, or cause to be taken, all appropriate actmuosdo, or cause to be done, and to assist ame@ie with

the other parties to the merger agreement in dalingpings necessary, proper or advisable undelicaigbe law

or otherwise to consummate and make effective thrsactions contemplated by the merger agreement as
promptly as practicable; and

obtain from any governmental authority any conselntenses, permits, waivers, approvals, authaomator
orders required to be obtained by Avago or anysosubsidiaries or us or any of our respective idigrges, or
to avoid any legal proceeding by any governmentdharity, in connection with the authorization, exgon
and delivery of the merger agreement and the comsuion of the transactions contemplated thereby.

We, Avago, Avago USA and Merger Sub have agreduiesuto certain exceptions and applicable law, to:

95

make all necessary registrations, declarationsmmsions and filings, and thereafter make any othquired
registrations, declarations, submissions and Slirgnd pay any fees due in connection therewitth waspect
to the merger agreement and the transactions cplatd thereby required under the Exchange Act,caingr
applicable federal or state securities laws, thd(RH®t, any other applicable antitrust laws, and atiyer
applicable law;

take, or cause to be taken, such actions and &graey reasonable action, restriction or condiagnmay be
requested or required by any governmental autharitgonnection with obtaining any affirmative apyab or
clearance required under any antitrust laws inReeplés Republic of China, the Russian Federation and the
Federal Republic of Germany, except if any of tlierementioned actions, either individually or ineth
aggregate, are or would reasonably be expectect tsigmificant to the business of us and our sudsed,
taken as a whole;

make appropriate filings with CFIUS pursuant to BfeéA with respect to the transactions contemplatethe
merger agreement and comply with any additionali@sts for information by any antitrust authority@FIUS;

take, or cause to be taken, such actions and &mreey reasonable action, restriction or conditmmitigate
any national security concerns as may be requesteefuired by CFIUS or any other agency or brawfctie
U.S. government in connection with, or as a cooditof, obtaining clearance of the transaction byU3:;
except if any such actions, either individuallyiorthe aggregate, are or would reasonably be esgpéot be
significant to the business of us and our subsasataken as a whole;

N

Redline LSI Preliminary Proxy Statement - As Filgsb371v2 and LSI Definitive Proxy (As Filed) 464180
4/9/2014 11:54:23 AM





