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SILICON LABORATORIES INC.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD APRIL 23, 2009

TO THE STOCKHOLDERS OF SILICON LABORATORIES INC.:

          You are cordially invited to attend the Annual Meeting of Stockholders of Silicon Laboratories Inc., a Delaware
corporation, to be held on April 23, 2009, at 9:30 a.m. Central Time at the Lady Bird Johnson Wildflower Center,
4801 La Crosse Avenue, Austin, Texas 78739, for the following purposes, as more fully described in the Proxy
Statement:

1. To elect three Class II directors to serve on the Board of Directors until our 2012 annual meeting of stockholders,
or until a successor is duly elected and qualified;

2. To ratify the appointment of Ernst & Young LLP as our independent registered public accounting firm for the
fiscal year ending January 2, 2010;

3. To approve the 2009 Stock Incentive Plan;

4. To approve the 2009 Employee Stock Purchase Plan; and

5. To transact such other business as may properly come before the meeting or any adjournment or adjournments
thereof.

          We have furnished proxy materials over the internet where you may read, print and download our annual report
and proxy statement at the investor relations section of our website address, http://www.silabs.com. On or about
March 13, 2009, we mailed to our stockholders a notice containing instructions on how to access our 2009 proxy
statement and annual report and to vote. The notice also provides instructions on how you can request a paper copy of
these documents if you desire. If you received your annual materials via email, the email contains voting instructions
and links to the annual report and proxy statement on the internet.

          Only stockholders of record at the close of business on February 24, 2009 are entitled to notice of and to vote at
the Annual Meeting. A list of stockholders entitled to vote at the Annual Meeting will be available for inspection at
our executive offices.

          Whether or not you plan to attend the meeting in person, your vote is important. Instructions regarding the
various methods of voting are contained on the Proxy, including voting by toll-free telephone number or the internet.
If you request and receive a paper copy of the Proxy by mail, you may still vote your shares by fully completing and
returning the Proxy. You may revoke your Proxy at any time prior to the Annual Meeting. If you attend the Annual
Meeting and vote by ballot, your Proxy will be revoked automatically and only your vote at the Annual Meeting will
be counted.

Sincerely,

/s/ Necip Sayiner
Chief Executive Officer,
President and Director

Austin, Texas
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March 13, 2009

YOUR VOTE IS VERY IMPORTANT, REGARDLESS OF THE NUMBER OF SHARES YOU OWN. PLEASE
READ THE ATTACHED PROXY STATEMENT CAREFULLY AND VOTE YOUR SHARES BY TELEPHONE,
BY INTERNET OR BY COMPLETING, SIGNING, DATING, AND RETURNING A PROXY CARD AS
PROMPTLY AS POSSIBLE.
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SILICON LABORATORIES INC.
400 West Cesar Chavez

Austin, Texas 78701

PROXY STATEMENT
FOR THE ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON APRIL 23, 2009

General

          The enclosed Proxy is solicited on behalf of the Board of Directors of Silicon Laboratories Inc., a Delaware
corporation, for use at the Annual Meeting of Stockholders to be held on April 23, 2009 at 9:30 a.m. Central Time at
the Lady Bird Johnson Wildflower Center, 4801 La Crosse Avenue, Austin, Texas 78739, or at any adjournment
thereof. These proxy solicitation materials were mailed on or about March 13, 2009 to all stockholders entitled to vote
at the Annual Meeting.

Voting

          The specific proposals to be considered and acted upon at the Annual Meeting are summarized in the
accompanying notice and are described in more detail in this Proxy Statement. On February 24, 2009, the record date
for determination of stockholders entitled to notice of and to vote at the Annual Meeting, 44,838,385 shares of our
common stock were outstanding and no shares of our preferred stock were outstanding. Each stockholder is entitled to
one vote for each share of common stock held by such stockholder on February 24, 2009. The presence, in person or
by proxy, of the holders of a majority of our shares entitled to vote is necessary to constitute a quorum at the Annual
Meeting or at any adjournment thereof. Stockholders may not cumulate votes in the election of directors. The vote of a
plurality of the shares of our common stock present in person or represented by proxy at this meeting and entitled to
vote on the election of directors is necessary for the election of a director. The nominee receiving the greatest number
of votes at this meeting will be elected to our Board of Directors, even if less than a majority of such shares were
voted for the nominee. The affirmative vote of a majority of our shares present in person or represented by proxy at
the Annual Meeting and entitled to vote will be required to approve Proposals Two, Three and Four.

          All votes will be tabulated by the inspector of election appointed for the meeting, who will separately tabulate
affirmative and negative votes, abstentions and broker non-votes (i.e., a Proxy submitted by a broker or nominee
specifically indicating the lack of discretionary authority to vote on the matter). Abstentions and broker non-votes will
be counted as present for purposes of determining a quorum for the transaction of business, but will not be counted for
purposes of determining whether each proposal has been approved.

Proxies

          If the enclosed form of Proxy is properly signed and returned or you properly follow the instructions for
telephone or internet voting, the shares represented thereby will be voted at the Annual Meeting in accordance with
the instructions specified thereon. If the Proxy does not specify how the shares represented thereby are to be voted, the
Proxy will be voted FOR the election of the directors proposed by the Board of Directors unless the authority to vote
for the election of such directors is withheld and, if no contrary instructions are given, the Proxy will be voted FOR
the approval of the selection of Ernst & Young LLP as our independent registered public accounting firm, FOR the
approval of our 2009 Stock Incentive Plan and FOR our 2009 Employee Stock Purchase Plan. You may revoke or
change your Proxy at any time before the Annual Meeting by filing either a notice of revocation or another signed
Proxy with a later date with our Corporate Secretary at our principal executive offices at 400 West Cesar Chavez,
Austin, Texas 78701. You may also revoke your Proxy by attending the Annual Meeting and voting in person.
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Solicitation

          We will bear the entire cost of solicitation, including the preparation, assembly, printing and mailing of this
Proxy Statement, the Proxy and any additional solicitation materials furnished to the stockholders. Copies of
solicitation materials will be furnished to brokerage houses, fiduciaries and custodians holding in their names shares
that are beneficially owned by others so that they may forward this solicitation material to such beneficial owners. In
addition, we may reimburse such persons for their costs in forwarding the solicitation materials to such beneficial
owners. The original solicitation of proxies by mail and the internet may be supplemented by a solicitation by
telephone or other means by directors, officers or employees. No additional compensation will be paid to these
individuals for any such services. Except as described above, we do not presently intend to solicit Proxies other than
by mail and the internet.

Deadline for Receipt of Future Stockholder Proposals

          Pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, stockholder proposals to be presented at our
2010 annual meeting of stockholders and in our proxy statement and form of proxy relating to that meeting must be
received by us at our principal executive offices at 400 West Cesar Chavez, Austin, Texas 78701, addressed to our
Corporate Secretary, not later than November 13, 2009, the date which is at least 120 days prior to March 13, 2010,
the anniversary of the date of this Proxy Statement. These proposals must comply with applicable Delaware law, the
rules and regulations promulgated by the Securities and Exchange Commission (“SEC”) and the procedures set forth in
our bylaws. Pursuant to our bylaws, stockholder proposals received after November 13, 2009 will be considered
untimely. Unless we receive notice in the manner specified in the previous sentence, the proxy holders shall have
discretionary authority to vote for or against any such proposal presented at our 2010 annual meeting of stockholders.

2
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MATTERS TO BE CONSIDERED AT ANNUAL MEETING
PROPOSAL ONE: ELECTION OF DIRECTOR

General

          The Board of Directors is divided into three classes, designated Class I, Class II and Class III, with staggered
three-year terms. The term of office of the Class II directors, Harvey B. Cash, Necip Sayiner and David R. Welland,
will expire at this Annual Meeting. Messrs. Cash, Sayiner and Welland have been nominated to continue as Class II
Directors. The three directors elected as Class II Directors at the Annual Meeting will each serve for a term of three
years expiring at the 2012 annual meeting of stockholders, or until his successor has been duly elected and qualified or
until his earlier death, resignation or removal.

          The nominees for election have agreed to serve if elected, and management has no reason to believe that the
nominees will be unavailable to serve. In the event the nominees are unable or decline to serve as directors at the time
of the Annual Meeting, the Proxies will be voted for any nominees who may be designated by our present Board of
Directors to fill the vacancies. Unless otherwise instructed, the Proxy holders will vote the Proxies received by them
FOR the nominees named below.

Nominees for Class II Directors with a Term Expiring in 2012

Harvey B. Cash,
70

has served as a director of Silicon Laboratories since June 1997. Mr. Cash has served as general
partner of InterWest Partners, a venture capital firm, since 1986. Mr. Cash currently serves on
the Board of Directors of the following public companies: Ciena Corporation, a designer and
manufacturer of dense wavelength division multiplexing systems for fiber optic networks; Argo
Group International Holdings, Ltd., a specialty insurance company; and First Acceptance Corp, a
provider of low-cost auto insurance. Mr. Cash holds a B.S. in Electrical Engineering from Texas
A&M University and an M.B.A. from Western Michigan University.

Necip Sayiner,
43

has served as director, President and Chief Executive Officer since September 2005. Prior to
joining Silicon Laboratories, Mr. Sayiner held various leadership positions at Agere Systems Inc.
From August 2004 to September 2005, Mr. Sayiner served as Vice President and General
Manager of Agere’s Enterprise and Networking Division and from March 2002 to August 2004
he served as Vice President and General Manager of Agere’s Networking IC Division. Mr.
Sayiner holds a B.S. in electrical engineering and physics from Bosphorus University in Turkey,
a M.S. in Electrical Engineering from Southern Illinois University, and a Ph.D. in Electrical
Engineering from the University of Pennsylvania.

David R.
Welland, 53

co-founded Silicon Laboratories in August 1996, has served as a Vice President and director
since our inception and was appointed Fellow in March 2004. From November 1991 until
founding  Si l icon  Labora tor ies ,  Mr .  Wel land  he ld  var ious  pos i t ions  a t  Crys ta l
Semiconductor/Cirrus Logic, a designer and manufacturer of integrated circuits, including Senior
Design Engineer. Mr. Welland holds a B.S. in Electrical Engineering from the Massachusetts
Institute of Technology.

3

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

8



Other Directors

          Set forth below is information concerning our other directors whose term of office continues after this Annual
Meeting.

Continuing Class I Directors with Terms Expiring in 2011

Navdeep S.
Sooch, 46

co-founded Silicon Laboratories in August 1996 and has served as Chairman of the Board since
our inception. Mr. Sooch served as our Chief Executive Officer from our inception through the
end of fiscal 2003 and served as interim Chief Executive Officer from April 2005 to September
2005. From March 1985 until founding Silicon Laboratories, Mr. Sooch held various positions at
Crystal Semiconductor/Cirrus Logic, a designer and manufacturer of integrated circuits,
including Vice President of Engineering, as well as Product Planning Manager of Strategic
Marketing and Design Engineer. From May 1982 to March 1985, Mr. Sooch was a Design
Engineer with AT&T Bell Labs. Mr. Sooch holds a B.S. in Electrical Engineering from the
University of Michigan, Dearborn and a M.S. in Electrical Engineering from Stanford
University.

Laurence G.
Walker, 60

has served as a director of Silicon Laboratories since June 2003. Previously, Mr. Walker
co-founded and served as Chief Executive Officer of C-Port Corporation, a pioneer in the
network processor industry, which was acquired by Motorola in 2000. Following the acquisition,
Mr. Walker served as Vice President of Strategy for Motorola’s Network and Computing Systems
Group and then as Vice President and General Manager of the Network and Computing Systems
Group until 2002. From August 1996 to May 1997, Mr. Walker served as Chief Executive
Officer of CertCo, a digital certification supplier. Mr. Walker served as Vice President and
General Manager, Network Products Business Unit, of Digital Equipment Corporation, a
computer hardware company, from January 1994 to July 1996. From 1981 to 1994, he held a
variety of other management positions at Digital Equipment Corporation. Mr. Walker holds a
B.S. in Electrical Engineering from Princeton University and a M.S. and Ph.D. in Electrical
Engineering from the Massachusetts Institute of Technology.

William P.
Wood, 53

has served as a director of Silicon Laboratories since March 1997 and as Lead Director since
December 2005. Since 1996, Mr. Wood has also served as general partner of various funds
associated with Silverton Partners, a venture capital firm. From 1984 to 2003, Mr. Wood was a
general partner, and for certain funds created since 1996, a special limited partner, of various
funds associated with Austin Ventures, a venture capital firm. Mr. Wood holds a B.A. in History
from Brown University and an M.B.A. from Harvard University.

4
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Continuing Class III Directors with Term Expiring in 2010

Nelson C. Chan,
47

has served as a director of Silicon Laboratories since September 2007. Mr. Chan is an
independent consultant in the semiconductor and consumer electronics industry. From December
2006 through July 2008, Mr. Chan served as president and chief executive officer of Magellan, a
leading maker of GPS devices for consumer and professional applications. He also serves on the
board of directors of Synaptics Incorporated, a provider of user interface solutions for mobile
electronic appliances. From 1992 through 2006, Mr. Chan served in various senior management
positions with SanDisk Corporation, including most recently as Executive Vice President and
General Manager of the Consumer Business. From 1983 to 1992, Mr. Chan held various
marketing and engineering positions at Chips and Technologies, Signetics, and Delco
Electronics. Mr. Chan holds a B.S. in Electrical and Computer Engineering from the University
of California at Santa Barbara, and an M.B.A. from Santa Clara University.

R. Ted Enloe III,
70

has served as a director of Silicon Laboratories since April 2003. Mr. Enloe is currently the
Managing General Partner of Balquita Partners, Ltd., a family investment firm. Previously, Mr.
Enloe served as President and Chief Executive Officer of Optisoft, Inc., a provider of intelligent
traffic signal platforms. Mr. Enloe formerly served as Vice Chairman and member of the office
of chief executive of Compaq Computer Corporation. He also served as President of Lomas
Financial Corporation and Liberté Investors for more than 15 years. Mr. Enloe co-founded a
number of other publicly held firms, including Capstead Mortgage Corp., Tyler Cabot Mortgage
Securities Corp., and Seaman’s Corp. Mr. Enloe currently serves on the Board of Directors of
Leggett & Platt, Inc. and Live Nation, Inc. Mr. Enloe holds a B.S. in Engineering from Louisiana
Polytechnic University and a J.D. from Southern Methodist University.

Kristen M.
Onken, 59

has served as a director of Silicon Laboratories since September 2007. Ms. Onken retired from
Logitech in May 2006, a maker of electronics peripherals, where she served as Senior Vice
President, Finance, and Chief Financial Officer from February 1999 to May 2006. From
September 1996 to February 1999, Ms. Onken served as Vice President of Finance at Fujitsu PC
Corporation, the U.S. subsidiary of the Japanese electronics manufacturer. From 1991 to
September 1996, Ms. Onken was employed by Sun Microsystems initially as Controller of the
Southwest Area, and later as Director of Finance, Sun Professional Services. Ms. Onken holds a
B.S. from Southern Illinois University, and an M.B.A. in Finance from the University of
Chicago.

Board Committees and Meetings

          During fiscal 2008, our Board of Directors held five meetings and acted by written consent two times. Our
Board of Directors has an Audit Committee, Compensation Committee, Equity Award Committee and a Nominating
and Corporate Governance Committee. During fiscal 2008, each incumbent director attended or participated in all of
(i) the meetings of the Board of Directors and (ii) the meetings held by all committees of the Board of Directors on
which such director served (other than one such director, who missed one committee meeting). The Board of Directors
has determined that Messrs. Cash, Chan, Enloe, Onken, Walker and Wood are each independent as defined in the
applicable Marketplace Rules of The NASDAQ Stock Market, Inc. These independent directors met in executive
session without the Chief Executive Officer and other non-independent directors present on five separate occasions
during fiscal 2008.

5
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          Audit Committee. The Audit Committee is responsible for matters relating to the selection of our independent
registered public accounting firm, the scope of the annual audits, the fees to be paid to the independent registered
public accounting firm, the performance of our independent registered public accounting firm, compliance with our
accounting and financial policies, and management’s procedures and policies relative to the adequacy of our internal
accounting controls. The members of the Audit Committee are Messrs. Enloe, Onken, Walker, and Wood. Mr. Enloe
serves as Chairman of the Audit Committee. The Board of Directors has determined that Mr. Enloe is qualified as
audit committee financial expert pursuant to Item 407 of Regulation S-K and financially sophisticated audit committee
member under Rule 4350(d)(2)(A) of the Marketplace Rules of The NASDAQ Stock Market, Inc. The Board of
Directors has also determined that each of the members of the Audit Committee is independent as defined in the
applicable Marketplace Rules of The NASDAQ Stock Market, Inc. and Rule 10A-3 under the Securities Exchange
Act of 1934. The Board of Directors has adopted a written charter for the Audit Committee, a current copy of which is
attached hereto as Annex A and located on our internet website under the “Investor Relations” page. Our internet
website address is http://www.silabs.com. The Audit Committee reviews and assesses the adequacy of its charter on
an annual basis. During fiscal 2008, the Audit Committee held five meetings and acted by written consent once.

          Compensation Committee. The Compensation Committee reviews and makes recommendations to the Board of
Directors regarding our compensation policies and all forms of compensation to be provided to our executive officers
and other employees. In addition, the Compensation Committee has authority to administer our stock incentive and
stock purchase plans. The members of the Compensation Committee are Messrs. Cash, Chan, Walker and Wood, and
the Board of Directors has determined that each of the members of the Compensation Committee is independent as
defined in the applicable Marketplace Rules of The NASDAQ Stock Market, Inc. Mr. Walker serves as Chairman of
the Compensation Committee. The Board of Directors has adopted a written charter for the Compensation Committee,
a current copy of which is located on our internet website under the “Investor Relations” page. Our internet website
address is http://www.silabs.com. The Compensation Committee held four meetings and acted by unanimous written
consent two times during fiscal 2008.

          Equity Award Committee. The Equity Award Committee was established to approve grants of options and
restricted stock units (RSUs) from our 2000 Stock Incentive Plan to non-executive officers and employees. Mr.
Sayiner serves as the Chairman of the Equity Award Committee and Mr. Sooch serves as a member of the Equity
Award Committee. The Board of Directors generally reviewed the grants made by such committee in fiscal 2008. The
committee acted by written consent twelve times at regular intervals during fiscal 2008.

          Nominating and Corporate Governance Committee. The Nominating and Corporate Governance Committee
focuses on issues related to the composition, practices and operations of the Board of Directors. In addition, the
Nominating and Corporate Governance Committee has the authority to consider candidates for the Board of Directors
recommended by stockholders and to determine the procedures with respect to such stockholder recommendations.
The members of the Nominating and Corporate Governance Committee are Messrs. Cash, Enloe and Walker, and the
Board of Directors has determined that each member is independent as defined in the applicable Marketplace Rules of
The NASDAQ Stock Market, Inc. Mr. Enloe serves as Chairman of the Nominating and Corporate Governance
Committee. The Board of Directors has adopted a written charter for the Nominating and Corporate Governance
Committee, a current copy of which is available on our internet website under the “Investor Relations” page. The
Nominating and Corporate Governance Committee recommended, and the Board of Directors approved, the Corporate
Governance Policy which is also located on our internet website under the “Investor Relations” page. Our internet
website address is http://www.silabs.com. The Nominating and Corporate Governance Committee held two meetings,
and did not act by unanimous written consent during fiscal 2008.

6
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Director Nomination

          In evaluating potential director candidates, the Nominating and Corporate Governance Committee considers the
appropriate balance of experience, skills and characteristics required of the Board of Directors and seeks to ensure that
at least a majority of the directors are independent under the applicable Marketplace Rules of The NASDAQ Stock
Market, Inc. The Nominating and Corporate Governance Committee selects director nominees based on their personal
and professional integrity, depth and breadth of experience, ability to make independent analytical inquiries,
understanding of our business, willingness to devote adequate attention and time to duties of the Board of Directors
and such other criteria as is deemed relevant by the Nominating and Corporate Governance Committee. The
Nominating and Corporate Governance Committee believes that the backgrounds and qualifications of the directors,
considered as a group, should provide a diverse mix of experience, knowledge and skills.

          In identifying potential director candidates, the Nominating and Corporate Governance Committee relies on
recommendations made by current directors and officers. In addition, the Nominating and Corporate Governance
Committee may engage a third party search firm to identify and recommend potential candidates. Finally, the
Nominating and Corporate Governance Committee will consider candidates recommended by stockholders.

          Any stockholder wishing to recommend a director candidate for consideration by the Nominating and Corporate
Governance Committee must provide written notice not later than November 13, 2009 to the Corporate Secretary at
our principal executive offices located at 400 West Cesar Chavez, Austin, Texas 78701. Any such notice should
clearly indicate that it is a recommendation of a director candidate by a stockholder and must set forth (i) the name,
age, business address and residence address of the recommended candidate, (ii) the principal occupation or
employment of such recommended candidate, (iii) the class and number of shares of the corporation which are
beneficially owned by such recommended candidate, (iv) a description of all understandings or arrangements between
the stockholder and the recommended candidate and any other person or persons pursuant to which the
recommendations are to be made by the stockholder and (v) any other information relating to such recommended
candidate that is required to be disclosed in solicitations of proxies for the election of directors. In addition, such
notice must contain (i) a representation that the stockholder is a holder of record of stock of the corporation entitled to
vote at such meeting, (ii) the name and address, as they appear on the corporation’s books, of the stockholder
proposing such nomination, (iii) the class and number of shares of the corporation that are beneficially owned by such
stockholder, (iv) any material interest of the stockholder in such recommendation and (v) any other information that is
required to be provided by the stockholder pursuant to Regulation 14A under the Securities Exchange Act of 1934, as
amended, in such stockholder’s capacity as proponent of a stockholder proposal. Assuming that a stockholder
recommendation contains the information required above, the Nominating and Corporate Governance Committee will
evaluate a candidate recommended by a stockholder by following substantially the same process, and applying
substantially the same criteria, as for candidates identified through other sources.

Attendance at Annual Meetings

          The Board of Directors encourages all directors to attend our annual meetings of stockholders if practicable. All
of the directors in office at the time of the annual meeting of stockholders held on April 24, 2008 attended such
meeting.

Stockholder Communications with the Board of Directors

          The Board of Directors maintains a process for stockholders to communicate with the Board of Directors or
with individual directors. Stockholders who wish to communicate with the Board of Directors or with individual
directors should direct written correspondence to our Corporate Secretary at our principal executive offices located at
400 West Cesar Chavez, Austin, Texas 78701. Any such communication must contain (i) a representation that the
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stockholder is a holder of record of stock of the corporation, (ii) the name and address, as they appear on the
corporation’s books, of the stockholder sending such communication and (iii) the class and number of shares of the
corporation that are beneficially owned by such stockholder. The Corporate Secretary will forward such
communications to the Board of Directors or the specified individual director to whom the communication is directed
unless such communication is deemed unduly hostile, threatening, illegal or similarly inappropriate, in which case the
Corporate Secretary has the authority to discard the communication or to take appropriate legal action regarding such
communication.
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Code of Ethics

          We have adopted a Code of Business Conduct and Ethics that applies to all officers, directors, employees and
consultants. Our Code of Business Conduct and Ethics is located on our internet website under the “Investor Relations”
page. Our internet website address is http://www.silabs.com.

Director Compensation and Indemnification Arrangements

          Under our 2000 Stock Incentive Plan, non-employee directors received option grants at periodic intervals under
the automatic option grant program. Under the automatic option grant program, each non-employee director received
an initial automatic option grant to purchase 30,000 shares of common stock on the date such individual joined the
Board of Directors. The initial automatic option grants are immediately exercisable, vest in four equal successive
annual installments upon each additional year of service measured from the date of grant, and have exercise prices
equal to the fair market value as of the grant date. In addition, on the date of each annual meeting of stockholders,
each non-employee director who continued to serve as a non-employee director received an automatic annual option
grant to purchase 5,000 shares of common stock, provided, in each case, that such individual had served as a
non-employee director for at least six months. The annual option grants are immediately exercisable, vest on the first
anniversary of the date of grant and have exercise prices equal to the fair market value as of the grant date. Under this
program, on the date of our 2008 annual meeting of stockholders, Messrs. Cash, Chan, Enloe, Sooch, Walker and
Wood and Ms. Onken each received an automatic annual option grant to purchase 5,000 shares of common stock at an
exercise price of $33.85.

          Non-employee directors are also eligible to receive option grants under the discretionary option grant program
of the 2000 Stock Incentive Plan. As Chairman of the Board, Mr. Sooch received a discretionary annual option grant
to purchase 2,500 shares of common stock at an exercise price of $33.85 on the date of the 2008 annual meeting of
stockholders. In December 2008, Messrs. Cash, Chan, Enloe, Sooch, Walker and Wood and Ms. Onken each received
a discretionary option grant to purchase 5,000 shares of common stock at an exercise price of $21.13. As Chairman of
the Board, Mr. Sooch also received a discretionary option grant to purchase 2,500 shares of common stock at an
exercise price of $21.13.

          The Board of Directors has decided that there will be no further automatic option grants under the 2000 Stock
Incentive Plan and has also discontinued the granting of discretionary option grants to non-employee directors. In lieu
of such option grants, on the date of each annual meeting of stockholders, the Board intends to grant each continuing
non-employee director a restricted stock unit award that shall vest on the first anniversary of the date of grant at no
cost covering a number of shares of the Company’s common stock equal to $150,0000 ($225,000 for the Chairperson
of the Board) divided by the fair market value of the Company’s common stock as of the date of grant; provided that
such individual has served as a non-employee director for at least six months.

          We pay our non-employee directors cash compensation consisting of (a) $25,000 per person per year, (b) an
additional $2,000 per regular meeting of the Board of Directors, (c) an additional $20,000 per year for the Chairman
of the Audit Committee, (d) an additional $5,000 per year for each Audit Committee member (excluding the
Chairman), (e) an additional $10,000 per year for the Chairman of the Compensation Committee, (f) an additional
$5,000 per year for the Chairman of the Nominating and Corporate Governance Committee, and (g) an additional
$10,000 per year for the Lead Director. An additional $20,000 per year is paid to the Chairman of the Board.
Payments under the cash compensation plan are generally paid in equal quarterly installments on the last day of each
fiscal quarter.

          During fiscal 2008 Messrs. Cash, Chan, Enloe, Sooch, Walker and Wood and Ms. Onken were each paid the
annual fee of $25,000, and a per meeting fee of $2,000 for each board meeting attended, pursuant to the cash
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compensation plan. Mr. Enloe was paid $20,000 for his service as Chairman of the Audit Committee. Messrs. Walker
and Wood and Ms. Onken were each paid $5,000 for their services on the Audit Committee during the fiscal year.
Further, Mr. Enloe received an additional $5,000 for his service as Chairman of the Nominating and Corporate
Governance Committee, Mr. Walker an additional $10,000 for his service as Chairman of the Compensation
Committee, Mr. Wood an additional $10,000 for his service as Lead Director, and Mr. Sooch an additional $20,000
for his service as Chairman of the Board.
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          Our certificate of incorporation limits the personal liability of our directors for breaches by them of their
fiduciary duties. Our bylaws require us to indemnify our directors to the fullest extent permitted by Delaware law. We
have also entered into indemnification agreements with all of our directors and have purchased directors’ and officers’
liability insurance.

          In addition to the above compensation, we also reimburse directors for all reasonable out-of-pocket expenses
incurred for attending board and committee meetings.

          The following table provides summary information on compensation earned by each non-employee member of
our Board of Directors in fiscal 2008.

DIRECTOR COMPENSATION TABLE FOR FISCAL 2008

Name

Fees
Earned
or Paid

in
Cash
($)

Option
Awards
($)(1)

Total
($)

Harvey B. Cash 35,000 109,329(2) 144,329
Nelson C. Chan 35,000 178,976(3) 213,976
R. Ted Enloe III 60,000 153,386(4) 213,386
Kristen M. Onken 40,000 178,976(5) 218,976
Navdeep S. Sooch 55,000 290,823(6) 345,823
Laurence G. Walker 50,000 153,386(7) 203,386
William P. Wood 50,000 153,386(8) 203,386

(1) Amounts shown do not reflect compensation actually received by the director, but represent the calculated
compensation cost recognized by us in fiscal 2008 as determined pursuant to Statement of Financial Accounting
Standards No. 123 (revised 2004), Share-Based Payment (“SFAS 123R”). Such calculation disregarded the effect of
any estimate of forfeitures. The assumptions underlying the calculation pursuant to SFAS 123R are discussed
under Note 11, Stockholders’ Equity and Stock-based Compensation of the Company’s Form 10-K for the fiscal
year ended January 3, 2009.

(2) The grant date fair value calculated pursuant to SFAS 123R of the options issued in fiscal 2008 to Mr. Cash was
$113,260. Mr. Cash had 75,000 options outstanding as of January 3, 2009, of which all were exercisable.

(3) The grant date fair value calculated pursuant to SFAS 123R of the options issued in fiscal 2008 to Mr. Chan was
$113,260. Mr. Chan had 40,000 options outstanding as of January 3, 2009, of which all were exercisable.

(4) The grant date fair value calculated pursuant to SFAS 123R of the options issued in fiscal 2008 to Mr. Enloe was
$113,260. Mr. Enloe had 80,000 options outstanding as of January 3, 2009, of which all were exercisable.

(5) The grant date fair value calculated pursuant to SFAS 123R of the options issued in fiscal 2008 to Ms. Onken was
$113,260. Ms. Onken had 40,000 options outstanding as of January 3, 2009, of which all were exercisable.

(6) The grant date fair value calculated pursuant to SFAS 123R of the options issued in fiscal 2008 to Mr. Sooch was
$169,890. Mr. Sooch had 597,835 options outstanding as of January 3, 2009, of which 578,666 were exercisable.
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(7) The grant date fair value calculated pursuant to SFAS 123R of the options issued in fiscal 2008 to Mr. Walker
was $113,260. Mr. Walker had 80,000 options outstanding as of January 3, 2009, of which all were exercisable.

(8) The grant date fair value calculated pursuant to SFAS 123R of the options issued in fiscal 2008 to Mr. Wood was
$113,260. Mr. Wood had 105,000 options outstanding as of January 3, 2009, of which all were exercisable.

Recommendation of the Board of Directors

          Our Board of Directors recommends that the stockholders vote FOR the election of the Nominees for Class II
Directors as listed above.

9
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PROPOSAL TWO: RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

          Our Audit Committee has appointed the firm of Ernst & Young LLP to serve as our independent registered
public accounting firm for the fiscal year ending January 2, 2010. Ernst & Young LLP has audited our financial
statements since our inception in 1996. A representative of Ernst & Young LLP is expected to be present at the
Annual Meeting, and will have an opportunity to make a statement if he or she so desires and will be available to
respond to appropriate questions.

          The following table presents fees for professional services rendered by Ernst & Young LLP for fiscal 2008 and
2007:

2008 2007
Audit fees $ 1,130,100 $ 1,552,800
Audit-related fees 3,750 16,500
Tax fees — —
All other fees 6,495 6,495
Total $ 1,140,345 $ 1,575,795

          Audit Fees. Audit fees relate to services rendered in connection with the audits of the annual consolidated
financial statements and attestation of management’s report on internal controls over financial reporting included in our
Form 10-K, the quarterly reviews of financial statements included in our Form 10-Q filings, fees associated with SEC
registration statements, assistance in responding to SEC comment letters, accounting consultations related to audit
services and statutory audits required internationally.

          Audit-Related Fee. Audit-related fees include services for assurance and other related services, such as
consultations concerning financial accounting and reporting matters and due diligence related to mergers and
acquisitions.

          Tax Fees. Tax fees include services for tax compliance, research and technical tax advice.

          All Other Fees. All other fees include the aggregate fees for products and services provided by Ernst & Young
LLP that are not reported under “Audit Fees”, “Audit-Related Fees” or “Tax Fees”.

          The Audit Committee is authorized by its charter to pre-approve all auditing and permitted non-audit services to
be performed by our independent registered public accounting firm. The Audit Committee reviews and approves the
independent registered public accounting firm’s retention to perform attest services, including the associated fees. The
Audit Committee also evaluates other known potential engagements of the independent registered public accounting
firm, including the scope of the proposed work and the proposed fees, and approves or rejects each service, taking into
account whether the services are permissible under applicable law and the possible impact of each non-audit service
on the independent registered public accounting firm’s independence from management. At subsequent meetings, the
Committee will receive updates on the services actually provided by the independent registered public accounting
firm, and management may present additional services for approval. The Committee has delegated to the Chairman of
the Audit Committee the authority to evaluate and approve engagements on behalf of the Committee in the event that
a need arises for pre-approval between Committee meetings. If the Chairman so approves any such engagements, he
will report that approval to the full Audit Committee at its next meeting. During fiscal 2008, all such services were
pre-approved in accordance with the procedures described above.
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          Our Audit Committee has reviewed the fees described above and believes that such fees are compatible with
maintaining the independence of Ernst & Young LLP.
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          Stockholder ratification of the appointment of Ernst & Young LLP as our independent registered public
accounting firm is not required by our bylaws or other applicable legal requirement. However, the appointment of
Ernst & Young LLP is being submitted to the stockholders for ratification. If the stockholders fail to ratify the
appointment, the Audit Committee will reconsider whether or not to retain the firm. Even if the appointment is
ratified, the Audit Committee at its discretion may direct the appointment of a different independent registered public
accounting firm at any time during the year if it determines that such a change would be appropriate.

Recommendation of the Board of Directors

          Upon the recommendation of our Audit Committee, our Board of Directors recommends that the stockholders
vote FOR the ratification of the appointment of Ernst & Young LLP to serve as our independent registered public
accounting firm for the fiscal year ending January 2, 2010.

PROPOSAL THREE: APPROVAL OF 2009 STOCK INCENTIVE PLAN

Background

          Our stockholders are being requested to approve the 2009 Stock Incentive Plan attached hereto as Annex B (the
“2009 Plan”) by voting in favor of Proposal Three.

          Our Board of Directors adopted the 2009 Plan on January 29, 2009, subject to the approval of the stockholders
at the 2009 Annual Meeting. The 2009 Plan is intended to succeed our 2000 Stock Incentive Plan (the “2000 Plan”), as
amended and restated in March 2001, which is currently scheduled to expire no later than January 4, 2010. If approved
by our stockholders at the 2009 Annual Meeting, the 2009 Plan will become effective immediately, and no further
awards will be granted under the 2000 Plan. The 2009 Plan will have a term of 10 years from the date of its approval
by our stockholders. If the 2009 Plan is not approved, we will be at a competitive disadvantage if we are unable to
offer further equity awards after expiration of the 2000 Plan.

          The following is a summary of the material terms of the 2009 Plan as proposed to be approved by our
stockholders. This summary is qualified in its entirety by the complete terms of the 2009 Plan as set forth in Annex B
hereto.

Purpose of 2009 Stock Incentive Plan

          The purposes of the 2009 Plan are to attract and retain the best available personnel, to provide additional
incentives to our employees, non-employee directors and consultants, and to promote the success of our business by
linking the personal interests of the employees, non-employee directors and consultants to those of our stockholders
by providing such individuals with an incentive for outstanding performance to generate superior returns to our
stockholders.

Shares Reserved for Issuance under 2009 Stock Incentive Plan

          As proposed, the total number of shares of our common stock that will be authorized and available for issuance
pursuant to awards granted under the 2009 Plan if it is approved by our stockholders is 6,800,000 shares, subject to
adjustment in the event of specified capitalization events of our company. Such share reserve will not include any
shares of common stock which as of the effective date of the 2009 Plan are available for issuance under the 2000 Plan;
all shares of common stock that are not issued or issuable pursuant to awards outstanding under the 2000 Plan as of
the effective date of the 2009 Plan will no longer be available for issuance under any equity incentive plan. As of
February 24, 2009, there were 5,229,306 shares of options outstanding and issuable under the 2000 Plan with a
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weighted average exercise price of $32.94 per share and a weighted average term to expiration of 5.0 years. In
addition, on February 24, 2009, there were 2,542,395 shares of full value awards outstanding and issuable under the
2000 Plan.

          To the extent that an award granted under the 2009 Plan terminates, expires, lapses for any reason, or is settled
in cash, any shares subject to the award will again be available for the grant of an award pursuant to the 2009 Plan.
Any shares that become available for the grant of awards, for the above reasons, will be added back as 1 share if such
shares were subject to options or stock appreciation rights granted under the 2009 Plan and as 1.55 shares if such
shares were subject to full value awards granted under the 2009 Plan (a full value award is an award other than an
award for which the participant is required to pay at least the fair market value of the underlying shares on the date of
grant, such as a restricted stock award or restricted stock unit). Any shares withheld to satisfy the grant or exercise
price or tax withholding obligation pursuant to any award will be treated as issued under the 2009 Plan and will be
deducted from the aggregate number of shares available for future awards.

11
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Award Limits for Code Section 162(m) Awards

          Under Section 162(m) of the Internal Revenue Code, no deduction is allowed in any taxable year of our
company for compensation in excess of $1,000,000 paid to our chief executive officer and the three other highest
compensated executive officers of our company (other than the chief financial officer). An exception to this rule
applies to compensation that is paid pursuant to a plan approved by stockholders and that specifies, among other
items, the maximum number of shares with respect to which options and stock appreciation rights may be granted to
eligible participants under the plan during a specified period, and such options are granted with an exercise or strike
price equal to at least fair market value as of the date of grant, and in the case of full value awards, the plan specifies
the maximum amount of compensation that may be paid to an employee during a specified period, and the payment of
such award is subject to satisfaction of specified performance objectives. For additional information regarding
performance-based awards intended to comply with Section 162(m) of the Internal Revenue Code and the applicable
performance goals and criteria that may be established for such awards, please refer to the discussion under the
heading “Performance-Based Awards to Covered Employees,” below.

          In the case of any award intended to comply with Section 162(m) of the Internal Revenue Code in any calendar
year, the maximum number of shares with respect to one or more awards that may be granted to any one participant
during the year under the 2009 Plan is 1,000,000 shares, subject to adjustment in the event of specified capitalization
events of our company, and the maximum amount that may be paid in cash during any calendar year with respect to
any award is $30 million. To the extent required by Section 162(m) of the Internal Revenue Code, if any award is
canceled, the shares subject to the cancelled award will continue to count against the maximum number of shares with
respect to which an award may be granted to a participant.

Awards

          Under the 2009 Plan, the following awards may be granted: stock options (including “incentive stock options”
within the meaning of Section 422 of the Internal Revenue Code), stock appreciation rights, and awards of
performance shares, performance stock units, restricted stock units, performance-based awards, and other awards
(collectively, all such grants are referred to as “awards”).

Eligibility

          Incentive stock options may be granted only to our employees and to employees of any of our subsidiaries.
Awards other than incentive stock options may be granted to our non-employee directors and to employees of, and
consultants to, our company and any of our affiliates. Assuming the 2009 Plan were in effect, as of February 24, 2009,
seven non-employee directors, and approximately seven hundred thirty employees would be eligible to participate in
the 2009 Plan.

12
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Administration

          The 2009 Plan provides that it will be administered by our Board of Directors, unless the Board of Directors
elects to delegate administration responsibilities to a committee. (In this Proxy Statement, we will refer to the Board
of Directors or the committee to which administration of the 2009 Plan has been delegated as the “Committee”). Unless
otherwise determined by our Board of Directors, the 2009 Plan requires that any committee to which administration
responsibilities are delegated must consist solely of two or more members of our Board of Directors each of whom is
an “outside director,” within the meaning of Section 162(m) of the Code, a “non-employee director” satisfying the
requirements of Section 16 of the Securities Exchange Act of 1934, as amended and an “independent director” under the
NASDAQ rules (or other principal securities market on which our common stock is traded). The Committee has the
sole authority to grant awards and sole and exclusive discretion to interpret and administer the 2009 Plan. The
Committee determines the eligible individuals who will receive grants and the precise terms of the grants (including
accelerations or waivers of any restrictions, and the conditions under which such accelerated vesting or waivers occur,
such as in connection with a participant’s death, subject to certain limitations in the case of performance-based awards
that are intended to qualify as qualified performance-based compensation under Section 162(m) of the Internal
Revenue Code). The decisions of the Committee will be final and binding on all holders of awards. To the extent
permitted by applicable law, our Board of Directors also may delegate to a committee of one or more members of our
Board of Directors or one or more officers of our company the authority to grant or amend awards to participants other
than employees who are subject to Section 16 of the Securities Exchange Act of 1934, as amended, employees subject
to Section 162(m) of the Internal Revenue Code, or officers or directors of our company to whom authority to grant or
amend awards has been delegated.

Stock Options

          The 2009 Plan authorizes the grant of incentive stock options, which are intended to satisfy the requirements of
Section 422 of the Internal Revenue Code, and non-qualified stock options, which do not satisfy the requirements of
Section 422 of the Code. The exercise price of stock options granted under the 2009 Plan may not be less than 100%
(or higher in the case of certain incentive stock options) of the fair market value of a share of our common stock on
the date of grant. While the shares are traded on an established stock exchange, “fair market value” means, as of any
given date, the closing price of a share as quoted on the principal exchange on which the shares are listed for such
date, or if no sale occurred on such date, the first trading date immediately prior to such date during which a sale
occurred. As of February 24, 2009, the fair market value of a share of our common stock was $22.26. The Committee
may not, absent the approval of the stockholders, reduce the exercise price of any outstanding options. Options
granted under the 2009 Plan will vest at the rate specified by the Committee. No stock option will be exercisable more
than 10 years after the date it is granted. Generally, upon termination of employment (other than by reason of death or
disability), a participant will have a period of 3 months in which to exercise any incentive stock options that were
vested as of the date of employment termination and any unvested options will be forfeited. Upon a termination of a
participant’s employment due to death or disability, incentive stock options will generally expire one year after the date
employment terminates.

          The Committee determines the methods by which the exercise price of options is paid, including the following:
in cash, in shares, or in other property that is acceptable to the Committee. An option may also be exercised through a
broker-dealer sale and remittance procedure pursuant to which the participant effects a same-day exercise of the
option and sale of the purchased shares in order to cover the exercise price for the purchased shares and the applicable
withholding taxes. In addition, the Committee may provide financial assistance to a participant who wishes to exercise
his or her outstanding options, provided that the participant is not an executive officer or member of the Board of
Directors, by allowing the participant to deliver an interest-bearing promissory note in the amount of the exercise
price and any associated withholding taxes.
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Restricted Stock Awards

          An award of restricted stock is a direct grant of common stock, subject to such restrictions on transferability and
other restrictions as the Committee may impose (including, without limitation, limitations on the right to vote the
underlying shares or the right to receive dividends with respect to the underlying shares). These restrictions may lapse
separately or in combination at such times, pursuant to such circumstances, in such installments, or otherwise, as the
Committee determines at the time of the grant of the award or thereafter. Generally, any shares subject to restrictions
are forfeited upon termination of employment, though such restrictions may be waived in whole or part by the
Committee. The price that participants will pay for each share of restricted stock will be set by the Committee and will
be paid in a form approved by the Committee, which may be cash, services rendered or to be rendered to our company
or an affiliate of our company, or in another form of payment.
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Stock Appreciation Rights

          Stock appreciation rights (or “SARs”) typically provide for payments to the holder based upon increases in the
price of our shares from the date the SAR was granted to the date that the right is exercised. The Committee may elect
to settle exercised SARs in cash, in shares, or in a combination of cash and shares. The grant price of a SAR may not
be less than the fair market value of a share on the date of grant of the SAR. No SAR will be exercisable more than 10
years after the date it is granted. Upon termination of a participant’s employment (other than by reason of death or
retirement), a SAR will generally be subject to the same conditions as apply to stock options.

Other Awards

          Performance Share Awards. Performance share awards are awards of shares that may be linked to any one or
more of the performance criteria determined appropriate by the Committee, and that may be measured on a specified
date or dates or over any period or periods determined by the Committee. If and when the performance shares vest (or
such later date determined by the Committee and as set forth in the agreement evidencing the award), the participant
will be issued one unrestricted, fully transferable share for each performance share that vests on such date and not
previously forfeited.

          Performance Stock Unit. Performance stock unit awards are awards denominated in unit equivalent of shares
and/or units of value including dollar value of shares that may be linked to any one or more of the performance criteria
determined appropriate by the Committee, and that may be measured on a specified date or dates or over any period or
periods determined by the Committee. On the vesting date (or such later date determined by the Committee and set
forth in the agreement evidencing the award), the participant will be issued one unrestricted, fully transferable share
for each performance stock unit scheduled to be paid out on such date and not previously forfeited. Alternatively,
settlement of a performance stock unit may be made in cash (in an amount reflecting the fair market value of the
shares that would have been issued) or any combination of cash and shares, as determined by the Committee, in its
sole discretion. The Committee may authorize dividend equivalents to be paid on outstanding performance stock units.
Dividend equivalents are rights to receive the equivalent value, in cash or shares, of dividends paid on shares that are
subject to an award. If dividend equivalents are authorized to be paid, they may be paid in either cash or shares at the
time dividends are declared on the shares or at the time the awards vest, in the discretion of the Committee.

          Restricted Stock Unit. Restricted stock units are denominated in unit equivalent of shares and are typically
awarded to participants without payment of consideration. They are subject to vesting conditions based upon a
schedule or performance criteria established by the Committee. Unlike restricted stock, the stock underlying restricted
stock units will not be issued until the restricted stock units have vested. In addition, recipients of restricted stock units
generally have no voting or dividend rights until the vesting conditions are satisfied. Restricted stock units may be
settled in shares, cash or a combination of both. On the vesting date (or such later date as determined by the
Committee and set forth in the agreement evidencing the award), the participant will be issued one unrestricted, fully
transferable share for each restricted stock unit scheduled to be paid out on such date and not previously forfeited.
Alternatively, settlement of a restricted stock unit may be made in cash (in an amount reflecting the fair market value
of shares that would have been issued) or any combination of cash and shares, as determined by the Committee, in its
sole discretion. The Committee may authorize dividend equivalents to be paid on outstanding restricted stock units. If
dividend equivalents are authorized to be paid, they may be paid in cash or shares at the time dividends are declared
on the shares or at the time the awards vest, in the discretion of the Committee.
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          Other Awards. The Committee is authorized under the 2009 Plan to make any other award that is not
inconsistent with the provisions of the 2009 Plan and that by its terms involves or might involve the issuance of
shares, or of a right vesting based on the passage of time, the occurrence of one or more events, or the satisfaction of
performance criteria or other conditions, or the issuance of any other security with the value derived from the value of
the shares.

          Termination of Employment. An award of performance shares, performance stock units, restricted stock units or
any other award may generally only be exercisable or payable while the participant is an employee, consultant or
director, as applicable. However, the Committee may also provide that these awards may be exercised or paid
subsequent to a termination of employment or service, as applicable, or following a change in control of our company,
or because of the participant’s retirement, death or disability.

Performance-Based Awards to Covered Employees

          Performance-based awards include awards other than options or SARs which comply with IRS requirements
under Section 162(m) of the Internal Revenue Code for performance-based compensation. The Committee may
designate employees as “covered employees” (our chief executive officer and our three other highest compensated
executive officers other than our chief financial officer) whose compensation for a given fiscal year may be subject to
the limit on deductible compensation imposed by Section 162(m) of the Code. The Committee may grant to such
covered employees awards that are paid, vest or become exercisable upon the attainment of company performance
goals which are related to one or more of the following performance criteria as applicable to us or any of our
subsidiaries, divisions or operating units, or the performance of an individual, any of which performance criteria may
be measured either in absolute terms or as compared to any incremental increase or as compared to results of a peer
group:

● Earnings or net earnings (either before or after interest, taxes, depreciation and amortization)
● Economic value-added
● Sales or revenue
● Income
● Net income (either before or after taxes)
● Operating earnings
● Cash flow (including, but not limited to, operating cash flow and free cash flow)
● Cash flow return on capital
● Return on assets or net assets
● Return on stockholders’ equity
● Return on capital
● Stockholder returns
● Return on sales
● Gross or net profit margin
● Productivity
● Expense
● Margins
● Operating efficiency
● Customer satisfaction
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● Working capital
● Earnings per share
● Price per share
● Market share
● New products
● Customer penetration
● Technology and risk management

          At the time of grant, the Committee may specify one or more objectively determinable adjustments permitted
under the 2009 Plan that may be made to one or more of the performance goals.

Transferability of Awards

          Except as otherwise provided by the Committee, no award may be assigned, transferred, or otherwise disposed
of by a participant other than by will or the laws of descent and distribution or pursuant to beneficiary designation
procedures approved from time to time by the Committee. The Committee by express provision in the award
agreement may permit an award (other than an incentive stock option) to be transferred to certain persons or entities
related to the participant, including, but not limited to, members of the participant’s family, charitable institutions, or
trusts or other entities whose beneficiaries or beneficial owners are members of the participant’s family and/or
charitable institutions, or to such other persons or entities as may be expressly approved by the Committee, pursuant
to such conditions and procedures as the Committee may establish.

Changes in Control

          The 2009 Plan contains a change in control provision, which may result in the accelerated vesting of
outstanding awards. Except as may otherwise be provided in an agreement evidencing an award, in the event of a
change in control of our company, each award outstanding under the 2009 Plan will immediately vest, unless the
award is converted, assumed or replaced by the successor corporation, and following the change in control, the awards
shall immediately terminate. The Committee may also provide at any time that an award will automatically accelerate
in connection with a change in control, regardless of whether it is assumed or not. In addition, where awards are
assumed in connection with a change in control, the Committee may provide that they will automatically be
accelerated upon an “involuntary termination” of the participant’s employment within a designated period not to exceed
18 months following the change in control.

A change in control is generally defined as:

● the direct or indirect acquisition of more than 50% of the voting stock of our
company;

● if, during any period of two consecutive years, individuals who, at the
beginning of such period, constitute our Board of Directors together with any
new directors whose election was approved by a vote of at least a majority of
the directors then still in office who either were directors at the beginning of
the two-year period or whose election or nomination for election was
previously so approved, cease for any reason to constitute a majority of such
body;

● the consummation of (i) a merger, consolidation, reorganization or business
combination in which our company is a party, (ii) a sale or other disposition

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

28



of all or substantially all of our assets, or (iii) the acquisition of assets or
stock of another entity (other than a transaction which results in our
outstanding voting securities immediately before the transaction continuing
to represent a majority of the voting power of the acquiring company’s
outstanding voting securities and after which no person owns 50% or more
of the voting stock of the successor entity); or

● a liquidation or dissolution of our company.
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Adjustments Upon Changes in Capitalization

          In the event of any stock dividend, stock split, combination or exchange of shares, merger, consolidation, or
other distribution (other than normal cash dividends) of assets to our stockholders or any other change in capitalization
affecting our shares other than certain equity restructurings identified in the 2009 Plan, the Committee has discretion
to make appropriate adjustments in the number and type of shares subject to the 2009 Plan, the terms and conditions
of any award outstanding under the 2009 Plan, and the grant or exercise price of any such award. In the case of certain
equity restructurings as specified in the 2009 Plan, the number and type of securities subject to each outstanding
award and the grant or exercise price will be adjusted without any discretion on the part of the Committee.

Amendment and Termination of Plan

          With the approval of the Board of Directors, at any time and from time to time, the Committee may terminate,
amend or modify the 2009 Plan, except that the Committee may not, without prior stockholder approval, amend the
2009 Plan in any manner that would require stockholder approval to comply with any applicable laws, rules or
regulations, including increasing the number of shares available under the 2009 Plan (other than any adjustment), or
permitting the Committee to extend the exercise period for an option beyond 10 years from the date of grant. Except
as may be required in the event the Committee determines an award may be subject to Section 409A of the Internal
Revenue Code, no termination, amendment or modification of the 2009 Plan may adversely affect in any material way
any award granted under the 2009 Plan without the consent of the participant.

          Furthermore, absent approval of our stockholders, no option or SAR may be amended to reduce the exercise
price or grant price of the shares subject to such option or SAR and (except as permitted under Article 11 of the 2009
Plan dealing with certain capitalization adjustments and change in control), no option or SAR may be cancelled in
exchange for cash or granted in connection with the cancellation, surrender or substitution of an option or SAR having
a higher per share exercise price.

Plan Term

          No further grants will be made under the 2009 Plan after the 10th anniversary of the date our stockholders
approve the 2009 Plan, except that no incentive stock options may be granted under the 2009 Plan after the earlier of
the 10th anniversary of the date the 2009 Plan is approved by our Board of Directors or the date the 2009 Plan is
approved by our stockholders. Any awards that are outstanding at the time the 2009 Plan terminates will remain in
force according to the terms of the 2009 Plan and the applicable agreement evidencing the award.

Federal Income Tax Consequences

          The following is a summary of the U.S. federal income tax consequences of transactions under the 2009 Stock
Incentive Plan based on current federal income tax laws. The 2009 Plan is not qualified under Section 401(a) of the
Internal Revenue Code. The summary is general in nature and is not intended to cover all tax consequences that may
apply to a particular employee, director or to our company. The provisions of the Internal Revenue Code and
regulations thereunder relating to these matters are complicated, may change and their impact in any one case may
depend upon the particular circumstances. Further, this summary does not discuss the tax consequences of a
participant’s death or the provisions of any income tax laws of any municipality, state or foreign country in which a
participant may reside.

          Nonqualified Stock Options. With respect to nonqualified stock options: (i) no income is recognized by the
participant at the time the nonqualified stock option is granted; (ii) generally, at exercise, ordinary income is
recognized by the participant in an amount equal to the difference between the option exercise price paid for the
shares and the fair market value of the shares on the date of exercise and we are entitled to a tax deduction in the same
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amount (subject to the restrictions on deductibility described under “Section 162(m) Limitation” below); and (iii) upon
disposition of the shares, any gain or loss is treated as capital gain or loss. If the options are exercised and the shares
acquired are sold on the same date, generally, the difference between the option exercise price paid for the shares and
the sale price is recognized as ordinary income and no capital gain or loss is reported. If required, income tax must be
withheld from the participant on the income recognized by the participant upon exercise of a nonqualified stock
option.
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          Incentive Stock Options. The grant of an incentive stock option under the 2009 Plan will not result in any
federal income tax consequences to the participant or to our company. A participant recognizes no federal taxable
income upon exercising an incentive stock option (subject to the alternative minimum tax rules discussed below), and
we receive no deduction at the time of exercise. In the event of a disposition of common stock acquired upon exercise
of an incentive stock option, the tax consequences depend upon how long the participant has held the shares of
common stock. If the participant does not dispose of the shares within two years after the incentive stock option was
granted, nor within one year after the incentive stock option was exercised, the participant will recognize a long-term
capital gain (or loss) equal to the difference between the sale price of the shares and the exercise price. We are not
entitled to any deduction under these circumstances.

          If the participant fails to satisfy either of these holding periods, he or she must recognize ordinary income in the
year of the disposition (referred to as a “disqualifying disposition”). The amount of such ordinary income generally is
the lesser of (A) the difference between the amount realized on the disposition and the exercise price or (B) the
difference between the fair market value of the common stock on the exercise date and the exercise price. Any gain in
excess of the amount taxed as ordinary income will be treated as a long or short-term capital gain, depending on
whether the common stock was held for more than one year. In the year of the disqualifying disposition, we are
entitled to a deduction equal to the amount of ordinary income recognized by the participant, subject to possible
limitations imposed by Section 162(m) of the Internal Revenue Code and so long as we withhold the appropriate taxes
with respect to such income (if required) and the participant’s total compensation is deemed reasonable in amount.

          The “spread” under an incentive stock option — i.e., the difference between the fair market value of the shares at
exercise and the exercise price — is classified as an item of adjustment in the year of exercise for purposes of the
alternative minimum tax. If a participant’s alternative minimum tax liability exceeds such participant’s regular income
tax liability, the participant will owe the larger amount of taxes. In order to avoid the application of alternative
minimum tax with respect to incentive stock options, the participant must sell the shares within the same calendar year
in which the incentive stock options are exercised. However, such a sale of shares within the same year of exercise
will constitute a disqualifying disposition, as described above.

          Stock Appreciation Rights. Upon exercise of a SAR, the participant will recognize ordinary income (treated as
compensation) in an amount equal to the cash received, and if the SAR is paid in common stock, the fair market value
of any shares as of the date of exercise. We generally will be entitled to a business expense deduction in the same
amount and at the same time as the participant recognizes ordinary compensation income (subject to the limits of
Section 162(m) of the Internal Revenue Code). If required, income tax must be withheld from the participant on the
income recognized by the participant upon exercise of a SAR.

          Restricted Stock. In the absence of a Section 83(b) election (as described below), a participant who receives
restricted stock will recognize no income at the time of grant. When the restrictions expire, a participant will
recognize ordinary income (treated as compensation) equal to the fair market value of the stock when the restrictions
expire over the amount paid for the stock (if any). As the restrictions applicable to a grant of restricted stock expire
(for example, if the restrictions on 20% of a grant expire on each anniversary of the grant date), the participant will
include the applicable portion of the shares that vests as ordinary income (treated as compensation). The participant’s
basis in the common stock is equal to the amount included in income on the expiration of the restrictions and the
amount paid (if any), and the holding period will begin when the restrictions end. Any disposition of the restricted
stock will result in a long- or short-term capital gain or loss (depending on the time the common stock is held after the
restrictions end). We generally will be entitled to a deduction equal to the fair market value of the common stock
when it is included in the participant’s income, and will also be entitled to a business expense deduction for dividends
paid to the participant (if any) on common stock that remains subject to restrictions (in each case subject to the limits
of Section 162(m) of the Internal Revenue Code).

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

32



18

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

33



          If a Section 83(b) election is made within 30 days of the initial grant, the participant must recognize the fair
market value of the restricted stock on the date of grant as ordinary income (treated as compensation) as of the date of
grant, and the holding period would begin at the time the restricted stock is granted. We generally would be entitled to
a corresponding business expense deduction for the grant, but dividends on the stock would not be deductible. Any
subsequent disposition of the stock by the participant, other than by forfeiture, would result in capital gain or loss,
which would be long- or short-term, depending on the holding period. Upon a subsequent forfeiture of restricted stock
with respect to which a Section 83(b) election has been made, no deduction will be allowed in respect of the amount
included as income at the time the Section 83(b) election was made; however, the participant will generally be
allowed a loss deduction equal to the amount (if any) the participant paid for the restricted stock over the amount (if
any) we paid the participant for the restricted stock at the time it is forfeited.

          If required, income tax must be withheld from the participant on the income recognized by the participant at the
time of vesting of the restricted stock (or grant of the restricted stock, in the event the participant makes a Section
83(b) election).

          Restricted Stock Units. A participant will not recognize any income at the time a restricted stock unit is granted,
nor will we be entitled to a deduction at that time. When payment on a restricted stock unit is made, the participant
will recognize ordinary income in an amount equal to the fair market value of the common stock received (or if the
restricted stock unit is settled in cash, the cash amount). If required, income tax must be withheld on the income
recognized by the participant. We will receive a deduction for federal income tax purposes equal to the ordinary
income recognized by the participant, subject to the limits of Section 162(m) of the Code.

          Performance Awards. A participant will generally not recognize income at the time an award based on
achievement of performance objectives is granted, nor will we be entitled to a deduction at that time. When payment
on the performance award is made, the participant generally will recognize ordinary income in an amount equal to the
fair market value of the common stock received (or if the award is settled in cash, the cash amount). If required,
income tax must be withheld on the income recognized by the participant. We will receive a deduction for federal
income tax purposes equal to the ordinary income recognized by the participant, subject to the limits of Section
162(m) of the Code.

          Dividend Equivalents. A recipient of dividend equivalents generally will recognize ordinary income at the time
the dividend equivalent is paid. If required, income tax must be withheld on the income recognized by the participant.
We will receive a deduction for federal income tax purposes equal to the ordinary income recognized by the
participant, subject to the limits of Section 162(m) of the Code.

          Tax Withholding. For any award, the Committee may elect to satisfy minimum tax withholding requirements by
having a reduced number of shares actually transferred to the participant under the 2009 Plan.

          Section 162(m) Limitation. In general, under Section 162(m) of the Internal Revenue Code, income tax
deductions of publicly-held corporations may be limited to the extent total compensation (including base salary,
annual bonus, stock option exercises and non-qualified benefits paid) for specified executive officers exceeds $1
million (less the amount of any “excess parachute payments” as defined in Section 280G of the Internal Revenue Code)
in any one year. However, under Section 162(m), the deduction limit does not apply to certain “performance-based
compensation” as provided for by the Internal Revenue Code and established by an independent compensation
committee which is adequately disclosed to, and approved by, stockholders. In particular, stock options and SARs will
satisfy the “performance-based compensation” exception if the awards are made by a qualifying compensation
committee, the underlying plan sets the maximum number of shares that can be granted to any person within a
specified period and the compensation is based solely on an increase in the stock price after the grant date (i.e., the
option exercise price is equal to or greater than the fair market value of the stock subject to the award on the grant
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          We have attempted to structure the 2009 Plan in such a manner that the Committee can determine the terms and
conditions of stock options, SARs and performance and incentive awards granted under the 2009 Plan such that
remuneration attributable to such awards will not be subject to the $1 million limitation. We have not, however,
requested a ruling from the Internal Revenue Service or an opinion of counsel regarding this issue. This discussion
will neither bind the Internal Revenue Service nor preclude the Internal Revenue Service from adopting a contrary
position.

          Section 409A. Section 409A of the Code, which was added by the American Jobs Creation Act of 2004,
provides certain new requirements on non-qualified deferred compensation arrangements. These include new
requirements on an individual’s election to defer compensation and the individual’s selection of the timing and form of
distribution of the deferred compensation. Section 409A also generally provides that distributions must be made on or
following the occurrence of certain events (i.e., the individual’s separation from service, a predetermined date, or the
individual’s death). Section 409A imposes restrictions on an individual’s ability to change his or her distribution timing
or form after the compensation has been deferred. For certain individuals who are officers, Section 409A requires that
such individual’s distribution commence no earlier than six months after such officer’s separation from service.

          Certain awards under the 2009 Plan may be designed to be subject to the requirements of Section 409A in form
and in operation. For example, restricted stock units that provide for a settlement date following the vesting date may
be subject to Section 409A. If an award under the 2009 Plan is subject to and fails to satisfy the requirements of
Section 409A, the recipient of that award may recognize ordinary income on the amounts deferred under the award, to
the extent vested, which may be prior to when the compensation is actually or constructively received. Also, if an
award that is subject to Section 409A fails to Internal Revenue Code, Section 409A imposes an additional 20% federal
income tax on compensation recognized as ordinary income, as well as interest on such deferred compensation.

New Plan Benefits

          No awards have been granted under the 2009 Plan. The awards that will be granted to eligible participants under
the 2009 Plan are subject to the discretion of the Committee and, therefore, the benefits of such awards are not
determinable at this time.

Required Vote

          Approval of this Proposal requires the affirmative vote of at least a majority of the shares of our common stock
present in person or by proxy at the Annual Meeting and entitled to vote on this Proposal, provided a quorum is
present.

Recommendation of the Board of Directors

          Our Board of Directors unanimously recommends that stockholders vote FOR approval of the 2009 Stock
Incentive Plan.
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PROPOSAL FOUR: APPROVAL OF 2009 EMPLOYEE STOCK PURCHASE PLAN

Background

          Our stockholders are being requested to approve the 2009 Employee Stock Purchase Plan attached hereto as
Annex C (the “2009 ESPP”) by voting in favor of Proposal Four.

          In January 2000, our Board of Directors adopted, and our stockholders subsequently approved, the Silicon
Laboratories Inc. Employee Stock Purchase Plan (the “Current ESPP”). The Current ESPP was amended in October
2004, March 2005 and October 2005. As of February 24, 2009, an aggregate of 886,783 shares of common stock had
been issued under the Current ESPP since 2000, and 1,715,163 shares of common stock remained available for
purchase under the Current ESPP. The Current ESPP is generally scheduled to expire on the last day business day in
April 2010.

          In order to give us increased flexibility in the granting of stock purchase rights under an employee stock
purchase program to U.S. and to non-U.S. employees, on January 29, 2009, our Board of Directors adopted the 2009
ESPP, subject to stockholder approval. The 2009 ESPP provides for, among other things, the ability to grant purchase
rights that do not comply with Section 423(b) of the Internal Revenue Code. If approved by stockholders, the 2009
ESPP will take effect on the date of the final purchase of the offering period currently in effect under the Current
ESPP. On the same date that the 2009 ESPP becomes effective, the Current ESPP will terminate, following the final
purchase under the Current ESPP, such that we will not concurrently offer more than one employee stock purchase
plan to employees.

          Our Board of Directors believes that the 2009 ESPP is necessary in light of the impending expiration of the
Current ESPP. Our Board of Directors firmly believes that the 2009 ESPP is in the best interests of Silicon
Laboratories Inc. and our stockholders, as it will enable employees to continue to purchase shares of common stock at
a discount, and thereby align our employees’ interests with those of our stockholders. Our stockholders are being asked
to approve 1,250,000 shares to be authorized and reserved for issuance under the 2009 ESPP.

          The principal features of the 2009 ESPP are summarized below, but the summary is qualified in its entirety by
reference to the full text of the 2009 ESPP. A copy of the 2009 ESPP is attached to this proxy statement as Annex C
and is incorporated herein by reference.

Purpose of 2009 Employee Stock Purchase Plan

          The 2009 ESPP is intended to promote the interests of Silicon Laboratories Inc. by providing eligible employees
with the opportunity to acquire a proprietary interest in the company through participation in an employee stock
purchase plan.

          The rights to purchase common stock granted under the 2009 ESPP are intended to be treated as either (i)
purchase rights granted under an “employee stock purchase plan,” as that term is defined in Section 423(b) of the
Internal Revenue Code (i.e., the 423(b) Plan), or (ii) purchase rights granted under an employee stock purchase plan
that is not subject to the terms and conditions of Section 423(b) of the Internal Revenue Code (i.e., the Non-423(b)
Plan). Silicon Laboratories Inc. will retain the discretion to grant purchase rights under either the 423(b) Plan or the
Non-423(b) Plan.

Eligibility
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          Generally, any person who is employed by Silicon Laboratories Inc. or by a subsidiary of Silicon Laboratories
Inc. that has been designated by the Board of Directors to participate in the 2009 ESPP is eligible to participate in the
ESPP, provided that he or she is regularly expected to provide services for more than 20 hours per week and for more
than 5 months per calendar year. For rights to purchase common stock granted under the Non-423(b) Plan, employees
working less than these prescribed amounts may also be eligible to participate in the 2009 ESPP, to the extent that
eligibility is required under applicable local law. Assuming the 2009 ESPP were in effect as of February 24, 2009,
almost six hundred employees would be eligible to participate in the 2009 ESPP.
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          Notwithstanding the foregoing, no employee is eligible for the grant of any rights under the 2009 ESPP if,
immediately after such grant, the employee would own stock possessing 5% or more of the total combined voting
power or value of all classes of stock of Silicon Laboratories Inc. or of any subsidiary (including any stock which such
employee may purchase under all outstanding rights and options), nor will any employee be granted purchase rights to
buy more than $25,000 worth of common stock (such limit to be determined based on the fair market value of the
common stock on the date the purchase rights are granted) under all of our employee stock purchase plans in any
calendar year such rights are outstanding (or, if required by amended Treasury Regulations, in any calendar year such
rights are outstanding and exercisable).

Stock Subject to Plan and Adjustments upon Changes in Stock

          Upon approval by the stockholders, an aggregate of 1,250,000 shares of common stock will be authorized and
reserved for issuance under the 2009 ESPP.

Should any change be made to our common stock by reason of any stock split, stock dividend, recapitalization,
combination of shares, exchange of shares or other change affecting the outstanding common stock as a class without
our receipt of consideration, appropriate adjustments will be made to the maximum number and class of securities
issuable under the 2009 ESPP and purchasable on any one purchase date (both per participant and in the aggregate)
and to the number and class of securities and the price per share in effect under each outstanding purchase right in
order to prevent the dilution or enlargement of benefits under the 2009 ESPP.

Administration

          The 2009 ESPP will be administered by a committee appointed by our Board of Directors and consisting of two
or more members of the Board of Directors. The plan administrator so appointed will have authority to interpret the
2009 ESPP and, for purchase rights granted under the 423(b) Plan, to adopt such rules and regulations for
administering the 2009 ESPP as it may deem necessary to comply with the requirements of Section 423 of the Internal
Revenue Code. Under the Non-423(b) Plan, the plan administrator may also grant rights to purchase common stock
that do not comply with the requirements set forth under Section 423 of the Internal Revenue Code, in which case, the
grants will be designated as being under the Non-423(b) Plan at the time of grant.

Offering Periods

          The 2009 ESPP will be implemented by offering shares of common stock to eligible employees of Silicon
Laboratories Inc. and its designated subsidiaries through a series of successive offering periods, each of a duration that
will not exceed 24 months. Each offering period will be comprised of a series of one or more successive and/or
overlapping purchase intervals. Generally, unless otherwise provided by the plan administrator, purchase intervals will
run from the last business day in April each year to the last business day in October of the same year and from the last
business day in October each year to the last business day in April of the following year.

Payroll Deductions

          Except as otherwise provided by the plan administrator, up to a maximum of 25% of a participant’s base salary,
including overtime payments and shift premiums, may be contributed by payroll deductions toward the purchase price
of the shares during each purchase interval within an offering period, or if payroll deductions are not permitted under
applicable local law, such other method of contribution as specified by the plan administrator under the Non-423(b)
Plan. A participant may reduce his or her rate of contribution one time during a purchase interval, and may increase
the rate of contribution prior to the start of any new purchase interval within an offering period, in each case by filing
the appropriate form with the plan administrator. All payroll deductions collected from a participant are credited to his
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or her account under the 2009 ESPP and deposited with our general funds, unless otherwise required under applicable
local law.
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Purchase Price

          The purchase price per share at which shares of common stock are sold in an offering period under the 2009
ESPP cannot be less than 85% of the lower of (i) the fair market value of a share of common stock on the participant’s
entry date into that offering period, or (ii) the fair market value per share on the purchase date (i.e., the last business
date of the purchase interval). While the shares are traded on an established stock exchange, “fair market value” means,
as of any given date, the closing selling price of a share as quoted on the exchange determined by the plan
administrator as the primary market for the shares, or if no sale occurred on such date, the first trading date
immediately prior to such date during which a sale occurred. As of February 24, 2009, the fair market value of a share
was $22.26.

Purchase of Stock

          Each purchase right will be automatically exercised on the applicable purchase date within the offering period,
and shares of common stock will be purchased on behalf of each participant by applying the participant’s payroll
deductions for the purchase interval ending on such purchase date to the purchase of whole shares at the purchase
price in effect for that purchase date.

          Except as otherwise provided by the plan administrator prior to the start of an offering period, the maximum
number of shares purchasable per participant on any one purchase date will not exceed 400 shares, subject to periodic
adjustments in the event of certain changes in our capitalization. The total shares purchased under the 2009 ESPP on
any single purchase date shall not exceed 300,000 shares, except as otherwise provided by the plan administrator prior
to the start of an offering period.

          Any payroll deductions not applied to the purchase of shares of common stock on any purchase date because
they are not sufficient to purchase a whole share will be held for the purchase of shares on the next purchase date,
while payroll deductions not applied to the purchase of shares by reason of the limitation on the maximum number of
shares purchasable on the purchase date will be promptly refunded.

Termination of Purchase Right

          At any time prior to the next scheduled purchase date, a participant may withdraw from participation in the
2009 ESPP by filing the appropriate form with the plan administrator, and no further payroll deductions will be
collected from the participant with respect to his or her terminated purchase right. The termination of the purchase
right will be irrevocable for the respective offering period.

          If the participant ceases to remain an eligible employee for any reason while his or her purchase right is
outstanding, the participant’s purchase right will immediately terminate and the participant’s accumulated payroll
deductions will be refunded. However, a participant on an approved unpaid leave of absence will have the right, until
the end of the purchase interval in which such leave commenced, to either withdraw all the payroll deductions
collected to date on his or her behalf for that purchase interval, or have such funds held for the purchase of shares of
common stock on the next scheduled purchase date.

Transferability

          Rights granted under the 2009 ESPP are not transferable by a participant other than by will or by the laws of
descent and distribution.

Change of Control
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          Each outstanding purchase right will automatically be exercised, prior to the effective date of any change of
control, by applying the payroll deductions of each participant for the purchase interval in which such change of
control occurs to the purchase of whole shares of common stock at the purchase price per share established by the plan
administrator for the applicable offering period.
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Foreign Jurisdictions

          Our Board of Directors or the plan administrator may adopt rules, procedures or sub-plans relating to the
operation and administration of the Non-423(b) component of the 2009 ESPP to accommodate the specific
requirements of local laws and procedures.

Amendment and Termination of Plan

          Our Board of Directors may amend, suspend or terminate the 2009 ESPP at any time, with such action generally
to become effective immediately following the close of any purchase interval. To the extent stockholder approval is
required to amend the 2009 ESPP, whether to comply with Section 423 of the Internal Revenue Code or any
applicable law or stock exchange rule, Silicon Laboratories Inc. will obtain such stockholder approval accordingly.

New Plan Benefits

          Future benefits under the 2009 ESPP are not currently determinable, as they will depend on the actual purchase
price of our shares of common stock in future offering periods, the market value of our common stock on various
future dates, the amount of contributions eligible employees elect to make under the 2009 ESPP and similar factors.
However, our named executive officers shall be subject to the same purchase restrictions as all other participants.

Federal Income Tax Information

          The following summary briefly describes U.S. federal income tax consequences of rights under the 2009 ESPP,
but is not a detailed or complete description of all U.S. federal tax laws or regulations that may apply, and does not
address any local, state or other country laws. Therefore, no one should rely on this summary for individual tax
compliance, planning or decisions. Participants in the 2009 ESPP should consult their own professional tax advisors
concerning tax aspects of rights under the 2009 ESPP. Nothing in this proxy statement is written or intended to be
used, and cannot be used, for the purposes of avoiding taxpayer penalties. The discussion below concerning tax
deductions that may become available to us under U.S. federal tax law is not intended to imply that we will
necessarily obtain a tax benefit or asset from those deductions. Taxation of equity-based payments in other countries
is complex, does not generally correspond to federal tax laws, and is not covered by the summary below.

          423(b) Plan. Rights to purchase shares granted under the 423(b) Plan are intended to qualify for favorable
federal income tax treatment associated with rights granted under an employee stock purchase plan which qualifies
under the provisions of Section 423(b) of the Internal Revenue Code. Under these provisions, no income will be
taxable to a participant until the shares purchased under the 2009 ESPP are sold or otherwise disposed of. If the shares
are disposed of within two years from the stock purchase right grant date (i.e., the beginning of the offering period or,
if later, the date the participant entered the offering period) or within one year from the purchase date of the shares, a
transaction referred to as a “disqualifying disposition,” the participant will realize ordinary income in the year of such
disposition equal to the difference between the fair market value of the stock on the purchase date and the purchase
price. The amount of such ordinary income will be added to the participant’s basis in the shares, and any additional
gain or resulting loss recognized on the disposition of the shares after such basis adjustment will be a capital gain or
loss. A capital gain or loss will be long-term if the participant holds the shares for more than one year after the
purchase date.
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          If the stock purchased under the 2009 ESPP is sold (or otherwise disposed of) more than two years after the
stock purchase right grant date and more than one year after the stock is transferred to the participant, then the lesser
of (i) the excess of the sale price of the stock at the time of disposition over the purchase price, and (ii) the excess of
the fair market value of the stock as of the date the participant entered the offering period over the purchase price
(determined as of the date the participant entered the offering period) will be treated as ordinary income. If the sale
price is less than the purchase price, no ordinary income will be reported. The amount of such ordinary income will be
added to the participant’s basis in the shares, and any additional gain or resulting loss recognized on the disposition of
the shares after such basis adjustment will be long-term capital gain or loss.

          Silicon Laboratories Inc. will generally be entitled to a deduction in the year of a disqualifying disposition equal
to the amount of ordinary income realized by the participant as a result of such disposition, subject to the satisfaction
of any tax-reporting obligations. In all other cases, no deduction is allowed.

          Non-423(b) Plan. If the purchase right is granted under the Non-423(b) Plan, then the amount equal to the
difference between the fair market value of the stock on the purchase date and the purchase price will be treated as
ordinary income at the time of such purchase. In such instances, the amount of such ordinary income will be added to
the participant’s basis in the shares, and any additional gain or resulting loss recognized on the disposition of the shares
after such basis adjustment will be a capital gain or loss. A capital gain or loss will be long-term if the participant
holds the shares for more than one year after the purchase date.

          Silicon Laboratories Inc. will generally be entitled to a deduction in the year of purchase equal to the amount of
ordinary income realized by the participant as a result of such disposition, subject to the satisfaction of any
tax-reporting obligations. For U.S. participants, FICA/FUTA taxes will be due in relation to ordinary income earned
as a result of participation in the Non-423(b) Plan.

Required Vote

          Approval of this Proposal requires the affirmative vote of at least a majority of the shares of our common stock
present in person or by proxy at the Annual Meeting and entitled to vote on this Proposal, provided a quorum is
present.

Recommendation of the Board of Directors

          The Board of Directors unanimously recommends that stockholders vote FOR approval of the 2009 Employee
Stock Purchase Plan.

OTHER MATTERS

          We know of no other matters that will be presented for consideration at the Annual Meeting. If any other
matters properly come before the Annual Meeting, it is the intention of the persons named in the enclosed form of
Proxy to vote the shares they represent as the Board of Directors may recommend. Discretionary authority with
respect to such other matters is granted by the execution of the enclosed Proxy.
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OWNERSHIP OF SECURITIES

          The following table sets forth certain information known to us with respect to the beneficial ownership of our
common stock as of January 31, 2009 by (i) all persons who were beneficial owners of five percent or more of our
common stock, (ii) each director and nominee for director, (iii) the executive officers named in the Summary
Compensation Table of the Executive Compensation section of this Proxy Statement and (iv) all then current directors
and executive officers as a group. Unless otherwise indicated, each of the stockholders has sole voting and investment
power with respect to the shares beneficially owned, subject to community property laws, where applicable.

Beneficial Owner(1)

  Shares
Beneficially
Owned

   Percentage
of Shares
Beneficially
Owned(2)

Necip Sayiner(3) 459,258 1.03%

William G. Bock(4) 153,063 *

Kurt W. Hoff(5) 40,304 *

Jonathan D. Ivester(6) 291,191 *

Paul V. Walsh, Jr.(7) 22,569 *

Navdeep S. Sooch(8) 1,297,426 2.90%

Harvey B. Cash(9) 347,267 *

Nelson C. Chan(10) 40,000 *

R. Ted Enloe III(11) 80,000 *

Kristen M. Onken(12) 40,000 *

Laurence G. Walker(13) 80,028 *

William P. Wood(14) 360,776 *

David R. Welland 2,244,131 5.01%

Entities deemed to be affiliated with Franklin Resources, Inc. (“FRI”)(15) 3,682,649 8.23%

Entities deemed to be affiliated with T. Rowe Price Associates, Inc.(16) 2,643,850 5.91%

Entities deemed to be affiliated with William Blair & Company,
LLC(17) 4,697,435 10.50%

All directors and executive officers as a group (13 persons)(18) 5,456,013 12.19%
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Total Beneficial Ownership 16,479,947 36.82%

* Represents beneficial ownership of less than one percent.

(1) Unless otherwise indicated in the footnotes, the address for the beneficial owners named above is 400 West Cesar
Chavez, Austin, Texas 78701.

(2) Percentage of ownership is based on 44,753,259 shares of common stock outstanding on January 31, 2009.
Shares of common stock subject to stock options which are currently exercisable or will become exercisable
within 60 days after January 31, 2009 and shares of common stock subject to restricted stock units which are or
will become vested within 60 days after January 31, 2009 are deemed outstanding for computing the percentage
for the person or group holding such options, but are not deemed outstanding for computing the percentage for
any other person or group.

26

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

46



(3) Includes 403,124 shares issuable upon exercise of stock options.

(4) Includes 132,503 shares issuable upon exercise of stock options.

(5) Includes 38,071 shares issuable upon exercise of stock options.

(6) Includes 61,000 shares held in a family trust and 124,019 shares issuable upon exercise of stock options. Mr.
Ivester shares voting and investment power with respect to the 61,000 shares held in the family trust.

(7) Includes 17,958 shares issuable upon exercise of stock options. (8) Includes 581,166 shares issuable upon
exercise of stock options.

(9) Includes 96,546 shares held in a family trust and 75,000 shares issuable upon the exercise of stock options. Mr.
Cash has sole voting and investment power with respect to the 96,546 shares held in the family trust.

(10) Includes 40,000 shares issuable upon exercise of stock options.

(11) Includes 80,000 shares issuable upon exercise of stock options.

(12) Includes 40,000 shares issuable upon exercise of stock options.

(13) Includes 80,000 shares issuable upon exercise of stock options.

(14) Includes 255,776 shares held by Silverton Partners, of which Mr. Wood is the general partner, and 105,000 shares
issuable upon exercise of stock options.

(15) Pursuant to a Schedule 13G/A dated February 9, 2009 filed with the SEC, Franklin Resources, Inc. reported that
as of December 31, 2008 it and certain related entities had sole voting power over 3,589,749 shares and sole
dispositive power over 3,682,649 shares and that its address is One Franklin Parkway, San Mateo, CA 94403.

(16) Pursuant to a Schedule 13G dated February 10, 2009 filed with the SEC, T. Rowe Price Associates, Inc. reported
that as of December 31, 2008 it and certain related entities had sole voting power over 738,700 shares and sole
dispositive power over 2,643,850 shares and that its address is 100 E. Pratt Street, Baltimore, MD 21202.

(17) Pursuant to a Schedule 13G/A dated January 12, 2009 filed with the SEC, William Blair & Company, LLC
reported that as of December 31, 2008 it and certain related entities had sole voting and dispositive power over
4,697,435 shares and that its address is 222 West Adams, Chicago, IL 60606.

(18) Includes an aggregate of 1,716,841 shares issuable upon exercise of stock options.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

          Certain Relationships and Related Transactions Our bylaws require us to indemnify our directors and executive
officers to the fullest extent permitted by Delaware law. We have entered into indemnification agreements with all of
our directors and executive officers and have purchased directors’ and officers’ liability insurance. In addition, our
certificate of incorporation limits the personal liability of the members of our Board of Directors for breaches by the
directors of their fiduciary duties.
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          Policies and Procedures with Respect to Related Party Transactions Our Audit Committee Charter requires that
the members of our Audit Committee, all of whom are independent directors, review and approve all related party
transactions as described in Item 404 of Regulation S-K promulgated by the SEC. We have also adopted a written
policy regarding the approval of all related party transactions. Under such policy, each of our directors and executive
officers must notify the Corporate Secretary (who, in turn, will provide such information to the Audit Committee) of
any proposed related party transactions. To assist with the identification of potential related party transactions, we
solicit information through questionnaires in connection with the appointment of new directors and executive officers
and on an annual basis with respect to existing directors and executive officers. The Chairman of the Audit Committee
is delegated the authority to approve or ratify any related party transactions in which the aggregate amount involved is
expected to be less than $1 million per year. All other proposed related party transactions are subject to approval or
ratification by the Audit Committee except for certain categories of transactions that are deemed to be pre-approved
by the Audit Committee. In determining whether to approve or ratify a related party transaction, the Audit Committee
and the Chairman, if applicable, will take into account, among other factors deemed appropriate, whether the related
party transaction is on terms no more favorable to the counterparty than terms generally available to an unaffiliated
third-party under the same or similar circumstances and the extent of the related party’s interest in the transaction.
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          Our Code of Business Conduct and Ethics requires our executive officers and directors to disclose any conflicts
of interest, including any material transaction or relationship involving a potential conflict of interest. No executive
officer may work, including as a consultant or a board member, simultaneously for us and any competitor, customer,
supplier or business partner without the prior written approval of our Chief Financial Officer or legal department.
Furthermore, executive officers are encouraged to avoid any direct or indirect business connections with our
competitors, customers, suppliers or business partners.

          Pursuant to our Corporate Governance Policy, we expect each of our directors to ensure that other existing and
future commitments do not conflict with or materially interfere with their service as a director. Directors are expected
to avoid any action, position or interest that conflicts with our interests, or gives the appearance of a conflict. In
addition, directors should inform the Chairman of our Nominating and Corporate Governance Committee prior to
joining the board of another public company to ensure that any potential conflicts, excessive time demands or other
issues are carefully considered.

          Director Independence See the subsection entitled “Board Committees and Meeting” in the section of this Proxy
Statement entitled “Proposal One: Election of Director.”
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AUDIT COMMITTEE REPORT

          The following is the report of the Audit Committee with respect to the audit of the fiscal 2008 audited
consolidated financial statements of Silicon Laboratories Inc. (the “Company”):

          Management is responsible for the Company’s internal controls and the financial reporting process. The
independent registered public accounting firm is responsible for performing an independent audit of the Company’s
consolidated financial statements in accordance with the standards of the Public Company Accounting Oversight
Board (United States) and for issuing a report thereon. Additionally, the independent registered public accounting firm
is responsible for performing an independent audit of the Company’s internal controls over financial reporting and for
issuing a report thereon. The Committee’s responsibility is to monitor and oversee these processes.

          In this context, the Committee has met and held discussions with management and the independent registered
public accounting firm. Management represented to the Committee that the Company’s consolidated financial
statements in the Annual Report were prepared in accordance with accounting principles generally accepted in the
United States, and the Committee has reviewed and discussed the consolidated financial statements in the Annual
Report with management and the independent registered public accounting firm. The Committee discussed with the
independent registered accounting firm matters required to be discussed by Statement on Auditing Standards No. 61,
as amended by Statement on Auditing Standards No. 90 (Communication with Audit Committees).

          The Company’s independent registered public accounting firm also provided to the Committee the written
disclosures required by applicable requirements for the Public Company Accounting Oversight Board regarding the
independent accountants communications with the Audit Committee concerning independence. The Audit Committee
reviewed non-audit services provided by its independent registered public accounting firm for the last fiscal year, and
determined that those services are not incompatible with maintaining the independent registered public accounting
firm’s independence.

          Based upon the Committee’s discussion with management and the independent registered public accounting firm
and the Committee’s review of the representation of management and the reports of the independent registered public
accounting firm to the Committee, the Committee recommended that the Board of Directors include the audited
consolidated financial statements in the Company’s Annual Report on Form 10-K for the fiscal year ended January 3,
2009 filed with the Securities and Exchange Commission.

          Submitted by the Audit Committee of the Board of Directors:

R. Ted Enloe III (Chairman)
Kristen M. Onken
Laurence G. Walker
William P. Wood
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EXECUTIVE COMPENSATION

Executive Officers and Directors

          Set forth below is information regarding the executive officers and directors of Silicon Laboratories as of
January 31, 2009.

Name Age Position
Navdeep S. Sooch 46 Chairman of the Board
Necip Sayiner 43 Chief Executive Officer, President and Director
William G. Bock 58 Chief Financial Officer and Senior Vice President
Kurt W. Hoff 51 Vice President of Worldwide Sales
Jonathan D. Ivester 53 Senior Vice President of Worldwide Operations

Paul V. Walsh, Jr.
44 Chief Accounting Officer and Vice President of

Finance
David R. Welland 53 Vice President and Director
Harvey B. Cash 70 Director
Nelson C. Chan 47 Director
R. Ted Enloe III 70 Director
Kristen M. Onken 59 Director
Laurence G. Walker 60 Director
William P. Wood 53 Director

Navdeep S.
Sooch

co-founded Silicon Laboratories in August 1996 and has served as Chairman of the Board since
our inception. Mr. Sooch served as our Chief Executive Officer from our inception through the
end of fiscal 2003 and served as interim Chief Executive Officer from April 2005 to September
2005. From March 1985 until founding Silicon Laboratories, Mr. Sooch held various positions at
Crystal Semiconductor/Cirrus Logic, a designer and manufacturer of integrated circuits,
including Vice President of Engineering, as well as Product Planning Manager of Strategic
Marketing and Design Engineer. From May 1982 to March 1985, Mr. Sooch was a Design
Engineer with AT&T Bell Labs. Mr. Sooch holds a B.S. in Electrical Engineering from the
University of Michigan, Dearborn and a M.S. in Electrical Engineering from Stanford University

Necip Sayiner has served as director, President and Chief Executive Officer since September 2005. Prior to
joining Silicon Laboratories, Mr. Sayiner held various leadership positions at Agere Systems Inc.
From August 2004 to September 2005, Mr. Sayiner served as Vice President and General
Manager of Agere’s Enterprise and Networking Division and from March 2002 to August 2004
he served as Vice President and General Manager of Agere’s Networking IC Division. Mr.
Sayiner holds a B.S. in electrical engineering and physics from Bosphorus University in Turkey,
a M.S. in Electrical Engineering from Southern Illinois University, and a Ph.D. in Electrical
Engineering from the University of Pennsylvania.
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William G. Bock has served as Senior Vice President of Finance and Administration and Chief Financial Officer
since November 2006. Mr. Bock joined Silicon Laboratories as a director in March 2000, and
served as Chairman of the audit committee until November 2006 when he stepped down from
the Board of Directors to assume his current role. From April 2001 to November 2006, Mr. Bock
participated in the venture capital industry, principally as a partner with CenterPoint Ventures.
From February 1997 to March 2001, Mr. Bock led DAZEL Corporation, a provider of electronic
information delivery systems, initially as its President and Chief Executive Officer and
subsequent to its acquisition by Hewlett-Packard in June 1999 as a HP Vice President and
General Manager. Prior to 1997, Mr. Bock served as Chief Operating Officer of Tivoli Systems,
a client server software company acquired by IBM in March 1996, in senior sales and financial
management positions with Convex Computer Corporation and began his career with Texas
Instruments. Mr. Bock holds a B.S. in Computer Science from Iowa State University and a M.S.
in Industrial Administration from Carnegie Mellon University.

Kurt W. Hoff has served as Vice President of Worldwide Sales for Silicon Laboratories since July 2007. From
2005 until July 2007, he managed the company’s European sales and operations. Prior to joining
Silicon Laboratories in 2005, Mr. Hoff served as president, chief executive officer and director
of Cognio, a spectrum management company. Mr. Hoff also managed the operations and sales of
C-Port Corporation, a network processor company acquired by Motorola in May 2000.
Additionally, Mr. Hoff spent 10 years in various sales positions at AMD. Mr. Hoff holds an
M.B.A. from the University of Chicago and a B.S. degree in Physics from the University of
Illinois.

Jonathan D.
Ivester

joined Silicon Laboratories in September 1997 as Vice President. He served as Vice President of
Worldwide Operations since May 2005. Mr. Ivester was promoted to Senior Vice President of
Worldwide Operations in June 2008. From May 1984 to September 1997, Mr. Ivester was with
Applied Materials, a supplier of equipment and services to the semiconductor industry, and
served as Director of Manufacturing and Director of U.S. Procurement in addition to various
engineering and manufacturing management positions. Mr. Ivester was a scientist at Bechtel
Corporation, engineering and construction company, from 1980 to 1982 and at Abcor, Inc., an
ultrafiltration company and subsidiary of Koch Industries, from 1978 to 1980. Mr. Ivester holds
a B.S. in Chemistry from the Massachusetts Institute of Technology and an M.B.A. from
Stanford University.

Paul V. Walsh,
Jr.

joined Silicon Laboratories in January 2004 as Director of Finance, Worldwide Operations, and
was appointed Corporate Controller in May 2005. In November 2006, Mr. Walsh was promoted
to Vice President and Chief Accounting Officer. In January 2009, Mr. Walsh was appointed to
the Board of Directors of Grande Communications Holdings, Inc., a provider of cable, internet
and phone services, and will serve as the Chairman of the Audit Committee and as a member of
the Finance Committee. Prior to joining Silicon Laboratories, Mr. Walsh was Site Controller
from February 2003 to January 2004 with PerkinElmer, a supplier to the health sciences and
photonics markets. From 1992 to 2003, Mr. Walsh held various operational, finance and
management roles at Teradyne and Analog Devices. Mr. Walsh received his B.S. in Mechanical
Engineering from the University of Maine, and an M.B.A from Boston University.

David R.
Welland

co-founded Silicon Laboratories in August 1996, has served as a Vice President and director
since our inception and was appointed Fellow in March 2004. From November 1991 until
founding  Si l icon  Labora tor ies ,  Mr .  Wel land  he ld  var ious  pos i t ions  a t  Crys ta l
Semiconductor/Cirrus Logic, a designer and manufacturer of integrated circuits, including Senior
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Design Engineer. Mr. Welland holds a B.S. in Electrical Engineering from the Massachusetts
Institute of Technology.

For information on our non-employee directors, see Proposal One.
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Compensation Discussion and Analysis

          This Compensation Discussion and Analysis addresses the 2008 compensation of our named executive officers.

Compensation Philosophy and Process

          Our executive compensation programs and practices are selected and structured to support our short-term and
long-term strategic goals and values and to reward and retain talented individuals. We design our compensation
programs to support our culture and efforts to remain a growth company with strong profitability.

          We seek a balanced approach to executive compensation, with each primary element of compensation (base
salary, cash incentives, equity incentives and benefits) designed to play a specific role. We determine an individual’s
compensation with respect to each such element based in part upon an independently conducted analysis of
compensation survey data and publicly-available compensation data of comparable companies. Such competitive
market data is a key factor used in determining compensation. The CEO reviews the competitive market data, reviews
the performance of each executive officer and considers market competitive pressures, business conditions, the vesting
and value of current equity grants, each individual’s tenure, prior experience, distinctive value to our organization,
variances in job responsibilities relative to similarly titled officers at other companies, the appropriate mix of
compensation elements (including base salary, cash incentives and equity incentives), our overall performance and the
potential financial impact (including dilution) associated with their compensation. There is no defined formula used to
weight the various factors. The CEO conducts this review with assistance from our Vice President of Human
Resources. The CEO then makes recommendations to the Compensation Committee regarding adjustments to base
salary, cash incentives or equity incentives relative to the compensation levels set forth in the competitive market data,
and the CEO also recommends performance metrics for achieving cash incentives and equity grants. The CEO
discusses his recommendations and the underlying rationale with the Compensation Committee. The Compensation
Committee has full discretion to accept or reject the CEO’s recommendations. The Compensation Committee conducts
its own analysis and has access to the competitive market data as well as the CEO’s proposed adjustments. In addition,
the Compensation Committee receives input from the Company’s independent compensation consultant and meets in
executive session (without the CEO present) prior to making its final determinations regarding compensation.

          To determine the compensation of our CEO, the Compensation Committee, through consultation with the
remaining independent members of the Board of Directors, assesses our CEO’s performance and considers competitive
market data and other factors described herein.

          The variation in compensation among the executive officers is a function of the Compensation Committee’s
judgment, following the Committee’s review of competitive market data, review of the CEO’s performance, review of
the CEO’s performance evaluations for each executive officer, and consideration of the market competitive pressures,
business conditions, the vesting and value of current equity grants, overall Company performance and the potential
financial impact of its compensation decisions. Key contributors to the variance in compensation amongst the
executive officers are the variance in the competitive market data for each position and variance in each executive’s
individual performance.

32

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

54



Compensation Consultants and Competitive Market Data

          We believe it is in our stockholders’ best interests to ensure that our executive compensation is competitive with
that of other companies of similar size and complexity. The Compensation Committee has engaged Watson Wyatt
Worldwide Inc. (“Watson Wyatt”) as its independent advisor to provide competitive market data and analysis regarding
material elements of compensation, including base salary, cash incentives and equity incentives. For 2008, the
compensation consultant developed the competitive market data through the use of both compensation survey data
(consisting of the Radford Executive Survey, the IPAS Global Salary Survey for Technology Companies and the
Buck/iQuantic Global Long-Term Incentive Survey) and publicly-available data from peer companies. Prior to the
commencement of the study, Watson Wyatt recommended a list of peer companies to be included based on a variety
of factors, including revenue size, product offerings and competition for executive talent. The compensation
consultant circulated the list to the CEO and the Vice President of Human Resources for their comments. The
consultant had independent discussions with the Compensation Committee regarding the peer group. In December
2007, the Compensation Committee reviewed the list for appropriateness and gave final approval of the following list
of ten peer companies: AMIS Holdings, Inc., Conexant Systems Inc., Cypress Semiconductor Corp., Intersil Corp.,
Microsemi Corp., PMC-Sierra Inc., RF Micro Devices, Inc., Sigmatel, Inc., Skyworks Solutions, Inc. and Standard
Microsystems Corp. The consultants also provided advice directly to the Compensation Committee regarding
interpretation of the competitive market data and how the compensation levels established helped to promote the goals
espoused in the company’s compensation philosophy, both as to specific compensation elements as well as regarding
total compensation.

          With the approval of the Compensation Committee, the compensation consultants also provided advice to the
CEO and the Vice President of Human Resources regarding pay positioning, both by element and in total, so that the
CEO’s final recommendations would reflect the Company’s compensation philosophy.

Elements of Compensation

          The three primary components of our executive compensation program are base salary, cash incentives and
equity awards. The Compensation Committee has not adopted any defined formula for allocating compensation
between long-term and currently paid out compensation, between cash and non-cash compensation or among different
forms of non-cash compensation.

Base Salary

          We target base salary at approximately the median level of the competitive market data, with adjustments to
reflect the factors described above. In 2008, Mr. Sayiner, Mr. Bock, Mr. Hoff, Mr. Ivester and Mr. Walsh received
salary increases as part of the Company’s standard performance review cycle. These increases were intended to align
their base salaries more closely with the competitive ranges suggested by the independent compensation consultant,
which targeted the median level of competitive market data for base salaries for the respective positions, taking into
account the individual’s level of responsibilities and performance.

Cash Incentives

          We structure a cash incentive plan (“Bonus Plan”) to align the financial incentives of our employees with our
short-term and long-term operating goals and interests of our stockholders and to reward exceptional performance.
Each fiscal year, the Compensation Committee approves the structure, performance metrics as well as each metric’s
relative weighting under our Bonus Plan. The Compensation Committee has typically chosen to establish metrics,
such as adjusted operating income (which may exclude certain items such as stock compensation expense), revenue,
gross margins and individual performance objectives (“MBOs”) for each of our executive officers to support our
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operating goals and to reward achievement of performance goals. Our Board and Compensation Committee may
exercise discretion either to award compensation absent attainment of the relevant metrics or to reduce or increase the
size of any award or payout. Neither the Board nor Compensation Committee exercised such discretion in 2008.

          In an effort to support our short-term and long-term strategic goals, we choose to make quarterly and annual
payments to our executive officers under the Bonus Plan. Each fiscal quarter, we measure the achievement of our
shorter-term operating goals and make associated payments under the Bonus Plan. Each fiscal year, we measure the
achievement of those executive officers whose bonuses are tied to MBOs against such MBOs and make associated
payments under the Bonus Plan shortly after the end of the fiscal year.
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          To properly reward and retain our executive officers, we have adopted a policy of paying for performance. We
target our cash incentive plan to be at the 75th percentile of the competitive market data, with adjustments to reflect
the factors described above, upon the full achievement of established operating goals. We design our Bonus Plan to
pay up to 150% of the target bonus for outstanding performance. However, consistent with this pay for performance
policy, no payment under the Bonus Plan is guaranteed if an executive officer fails to meet the minimum established
goals under the Bonus Plan.

          In 2008, the CEO’s annual target bonus was 110% of his annual base salary and the annual target bonus for our
Chief Financial Officer (“CFO”) was 100% of his annual base salary. The fiscal 2008 bonuses for our CEO and CFO
were based on the following two metrics: (1) achievement of company adjusted operating income goals (weighted at
50%) and (2) achievement of company revenue goals (weighted at 50%). We selected different metrics for our other
executive officers to reflect the role of each executive officer and to align the performance of each executive officer
with our operating goals. The fiscal 2008 annual target bonuses for the Vice President of Worldwide Sales and the
Senior Vice President of Worldwide Operations were 75% of their annual base salaries and were based on the
following three metrics: (1) achievement of company revenue goals (weighted at 40%); (2) achievement of company
gross margin goals (weighted at 40%); and (3) achievement of MBOs (weighted at 20%). The fiscal 2008 annual
target for the Vice President of Finance was 40% of his annual base salary and was based on the following two
metrics: (1) the achievement of company adjusted operating income goals (weighted at 62.5%); and (2) the
achievement of MBOs (weighted at 37.5%). For each of our executive officers, the portion of their target bonus that
was tied to company metrics was allocated over the four fiscal quarters in proportion to the amount of revenue that our
annual operating plan anticipates to be achieved in each such quarter. Management proposes the annual operating plan
which is subject to approval by our Board. The Board has discretion to accept, reject or alter the annual operating plan
at any time. The annual operating plan establishes the quarterly target levels of company metrics for bonus purposes
and these metrics are set to be challenging, but achievable. As evidence of the challenging nature of our performance
targets, our executive officers received aggregate bonuses that were less than target in two out of the last five years.
To accomplish our compensation objective of rewarding individual performance, the CEO establishes MBOs for the
Vice President of Worldwide Sales, Senior Vice President of Worldwide Operations and the Vice President of
Finance. These objectives vary according to the responsibilities of each officer and by department. The extent to
which our executives achieved their 2008 MBOs was determined by our CEO during his annual performance review
of the named executive officers.

          The degree to which the applicable targeted cash incentives were achieved can be seen through a comparison of
the “Non-equity Incentive Plan Compensation” column of the Summary Compensation Table for Fiscal 2008 against the
“Estimated Future Payouts Under Non-equity Incentive Plan Awards” columns of the Grants of Plan-Based Awards
Table for Fiscal 2008.

Equity Incentives

          We grant equity awards in an effort to retain talent, to closely align the interests of our executive officers and
stockholders, and to provide incentives to maximize stockholder value. We target the value of our equity incentives to
be approximately at the 75th percentile of the competitive market data, with adjustments to reflect the factors
described above. We have principally provided long-term incentive compensation through the award of stock options
and restricted stock units (“RSUs”) that typically vest over a number of years. We do not have a program, plan or
practice designed to set the exercise price of stock options at a price other than the fair market value on the grant date
or alter the timing of the grant of stock options to take advantage of positive or negative material non-public
information. Consistent with our philosophy of paying for performance, no executive is entitled to an automatic equity
grant.

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

57



          The Compensation Committee regularly reviews our long-term incentive compensation practices. Potential
changes include adjusting the mix of options and RSUs granted, adjusting the vesting schedule of the equity awards,
and using other forms of equity and/or non-equity long term incentive compensation with vesting based upon the
achievement of performance metrics.

          In fiscal 2008, we granted each executive officer a mixture of stock options and RSUs which are described
below in the Grants of Plan-Based Awards Table for Fiscal 2008. The stock options granted in 2008 to executive
officers vest as follows: 25% on the first anniversary of the date of grant and the remaining portion in equal monthly
installments over the remaining 36 months. The RSUs granted in 2008 to executive officers had vesting periods of
three years, with most grants vesting in a single lump sum on the third anniversary of the date of grant.
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Change of Control and Severance Benefits

          Our severance and change in control provisions for the named executive officers are summarized below in
“Potential Payments Upon Termination or Change of Control.” With respect to the employment agreements with the
CEO and CFO, such post-employment termination benefits were determined through arms-length negotiations
between the applicable executive and our management and the Compensation Committee in connection with the
hiring of each such executive. With respect to the acceleration provided generally under the 2000 Stock Incentive Plan
in the event that the equity awards are not assumed in connection with a change in control or the employee is
demoted, relocated or terminated other than for misconduct within 18 months following a change in control, such
acceleration is based upon the Company’s philosophy that such provisions ensure that the executives remain focused
on their responsibilities and maximize the return for our shareholders. The terms and conditions of such provisions are
provided at a level that we believe to be provided by comparable companies of our size in our industry.

Generally Available Benefit Plans and Executive Perquisites

          In 2008, we provided each of our executive officers health care coverage and life insurance coverage that is
generally available to all of our salaried employees. In addition, we pay for an annual physical examination for each of
our executive officers beyond any benefit provided under our standard health care plans.

          We also offer each of our executive officers the ability to participate in our tax-qualified 401(k) Plan on the
same terms available to each of our salaried employees. Under our 401(k) Plan, we provide all employees with
matching contributions that are subject to vesting over time. Our executive officers do not receive any retirement
benefits beyond those generally available to our salaried employees.

Accounting and Tax Considerations

          In determining which elements of compensation are to be paid, and how they are weighted, we also take into
account our compliance with Internal Revenue Code Section 162(m). Section 162(m) of the Internal Revenue Code
precludes us from taking a deduction for compensation in excess of $1 million for certain of our executive officers
named in the Summary Compensation Table. Certain performance-based compensation is specifically excluded from
the deduction limit. Our policy is to qualify, to the extent reasonable, the compensation of our executive officers for
deductibility under applicable tax laws. However, the Compensation Committee believes that its primary
responsibility is to provide a compensation program to meet our stated objectives and that the loss of a tax deduction
may be necessary in some circumstances.

Compensation Committee Report on Executive Compensation

          We, the Compensation Committee of the Board of Directors, have reviewed and discussed the Compensation
Discussion and Analysis (“CD&A”) within the Executive Compensation section of this Proxy Statement with the
management of the Company. Based on such review and discussion, we are of the opinion that the executive
compensation policies and plans provide appropriate compensation to properly align Silicon Laboratories’ performance
and the interests of its stockholders through the use of competitive and equitable executive compensation in a
balanced and reasonable manner, for both the short and long-term. Accordingly, we have recommended to the Board
of Directors that the CD&A be included as part of this proxy filing.

          Submitted by the Compensation Committee of the Board of Directors:

Laurence G. Walker (Chairman)
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Harvey B. Cash
Nelson C. Chan
William P. Wood
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Summary Compensation

          The following table provides compensation information for our named executive officers for fiscal 2008.

SUMMARY COMPENSATION TABLE FOR FISCAL 2008

Name and
Principal
Position Year

Salary
($)

Bonus
($)

Stock
Awards
($)(1)

Option
Awards
($)(1)

Non-equity
Incentive

Plan
Compensation

($)(2)

All Other
Compensation

($)(3)
Total
($)

Necip
Sayiner(4) 2008 $ 519,231 $ —$ 2,136,851 $ 2,204,722 $ 625,509 $ 5,582 $ 5,491,895
Chief
Executive 2007 469,808 — 2,041,037 1,809,232 548,583 5,582 4,874,242
Officer,
President, and
Director 2006 429,577 — 982,391 1,580,031 238,258 5,582 3,235,839

William G.
Bock 2008 310,615 — 693, 680 1,021,365 337,937 5,582 2,369,179
Chief
Financial 2007 300,000 — 689,821 825,720 314,976 5,582 2,136,099
Officer and
Senior Vice
President 2006

(5)

38,077 — 70,439 131,978 49 240,543 

Kurt W. Hoff 2008 255,385 — 458,926 290,587 182,775 122,641(6) 1,310,314
Vice
President of
Worldwide
Sales 2007

(7)

206,749 — 297,536 156,518 128,842(8) 141,546

(9)

931,191

Jonathan D.
Ivester 2008 268,846 — 320,920 362,914 185,350 582 1,138,612
Senior Vice
President 2007 256,538 — 317,166 319,000 180,832 582 1,074,118
of Worldwide
Operations 2006 229,808 — 87,869 362,470 114,665 535 795,347

Paul V.
Walsh, Jr. 2008 200,962 — 291,014 115,508 96,299 5,477 709,260
Vice
President of 2007 170,000 5,000 304, 477 84,246 36,289 5,396 605,408
Finance and
Chief
Accounting
Officer 2006 153,367 50,000 99,816 84,246 34,400 5,358 427,187
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(1) Amounts shown do not reflect compensation actually received by the named executive officer, but represent the
calculated compensation cost recognized by us as determined pursuant to SFAS 123R (disregarding any estimate
of forfeitures). The assumptions underlying the calculation under SFAS 123R are discussed under Note 11,
Stockholders’ Equity and Stock-based Compensation in our Form 10-K for the fiscal year ended January 3, 2009.
(2) Represents amounts earned under the 2008 Bonus Plan for services rendered in fiscal 2008, the 2007 Bonus
Plan for services rendered in fiscal 2007 and the 2006 Bonus Plan for services rendered in fiscal 2006.

(2) Represents amounts earned under the 2008 Bonus Plan for services rendered in fiscal 2008, the 2007 Bonus Plan
for services rendered in fiscal 2007 and the 2006 Bonus Plan for services rendered in fiscal 2006.

(3) Consists of payments by us for company-paid life insurance premiums and employer matching contributions into
the Company’s 401(k) Plan, unless noted otherwise.

(4) During fiscal 2008, 2007 and 2006, Mr. Sayiner did not receive any compensation for his services provided as a
director.

(5) Represents compensation earned during fiscal 2006 by Mr. Bock for his services as Chief Financial Officer and
Senior Vice President provided on or after November 8, 2006. Such amounts do not include compensation earned
during fiscal 2006 for his prior role as a director.

(6) Includes $99,773 of amounts paid by the Company for tax preparation fees and tax equalization payments related
to Mr. Hoff’s overseas expatriate assignment, $14,714 of company-paid moving and relocation expenses, $5,000
in employer matching contributions to the Company’s 401(k) Plan, $2,572 paid pursuant to an executive annual
physical benefit and $582 of company-paid life insurance premiums.

(7) Mr. Hoff was appointed to his current position on July 2, 2007. Data shown on this table reflects his
compensation for the entire fiscal year.

(8) Includes $48,157 of payments as related to Mr. Hoff’s participation in the Company’s sales incentive plan during
the first two quarters of fiscal 2007, and $80,685 of bonus payments as related to Mr. Hoff’s participation in the
2007 Bonus Plan during the last two fiscal quarters.

(9) Includes $94,971 of amounts reimbursed to Mr. Hoff for the payment of taxes and other allowances related to his
overseas assignment, $41,092 of company-paid moving and relocation expenses, $5,000 in employer matching
contributions to the Company’s 401(k) Plan, and $483 of company-paid life insurance premiums.
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Grants of Plan-Based Awards

          The following table contains information concerning all equity and non-equity plan-based awards granted
during fiscal 2008 to our named executive officers. All equity plan-based awards were granted under our 2000 Stock
Incentive Plan and all non-equity plan-based awards were granted under our 2008 Bonus Plan

GRANTS OF PLAN-BASED AWARDS TABLE FOR FISCAL 2008

All Other
Stock

Awards:
Number
of Shares
of Stock
or Units

All Other
Stock

Awards:
Number of
Securities

Underlying
Options

Exercise
or Base
Price of
Option
Awards

Grant
Date

Fair Value
of Stock

and Option
Awards(2)

Estimated Future Payouts Under
Non-equity Incentive

Plan Awards(1)Grant
Date

Approval
DateName Threshold Target Maximum

Necip
Sayiner 2/15/2008 2/15/2008 $ 6,821 $ 577,500 $ 866,250 110,000 $ 31.96 $ 1,474,847

50,000 1,597,995

William G.
Bock 2/15/2008 2/15/2008 3,685 312,000 468,000 21,250 $ 31.96 284,914

10,000 319,599

Kurt W.
Hoff 2/15/2008 2/15/2008 1,843 195,000 273,000 17,500 $ 31.96 234,635

8,000 255,679

Jonathan D.
Ivester 2/15/2008 2/15/2008 1,913 202,500 283,500 21,250 $ 31.96 284,915

8,000 255,679

Paul V.
Walsh, Jr. 2/15/2008 2/15/2008 1,211 82,000 107,625 10,000 $ 31.96 134,077

5,000 159,800

(1) Amounts shown represent amounts that were available under the 2008 Bonus Plan. Actual bonuses received
under the 2008 Bonus Plan by the executive officers are reported in the Summary Compensation Table under the
column entitled “Non-Equity Incentive Plan Compensation.”

(2) A discussion of the assumptions underlying the calculation under SFAS 123R are discussed under Note 11,
Stockholders’ Equity and Stock-based Compensation in our Form 10-K for the fiscal year ended January 3, 2009.
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Outstanding Equity Awards at Fiscal Year-End

          The following table shows all holdings of unexercised stock options and unvested restricted stock units for each
of our named executive officers as of January 3, 2009.

OUTSTANDING EQUITY AWARDS AT FISCAL 2008 YEAR-END TABLE

Option Awards Stock Awards

Name

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable(1)

Options
Exercise
Price ($)

Option
Expiration

Date

Number
of Shares
or Units
of Stock

That Have
Not

Vested (#)

Market
Value of
Shares or

Units
That Have

Not
Vested ($)

Necip
Sayiner 136,810

(2)

3,496,864
315,000 175,000 32.27 9/14/2015
29,333 50,667 32.11 2/15/2017

— 110,000 31.96 2/15/2018

William G.
Bock 57,500

(3)

1,469,700
5,000 — 50.03 4/29/2014
3,000 — 31.23 4/21/2015

104,166 145,834 32.98 11/8/2016
1,833 3,167 32.11 2/15/2017

— 21,250 31.96 2/15/2018

Kurt W. Hoff 28,167 (5) 719,949
15,999 4,001 34.29 1/3/2015
15,000 35,000 34.60 7/2/2017

— 17,500 31.96 2/15/2018

Jonathan D.
Ivester 17,186

(6)

439,274
6,000 — 1.75 7/20/2009

20,000 — 48.88 9/20/2010
15,000 — 22.63 7/18/2011
15,000 — 24.30 6/13/2012
20,000 — 38.50 8/18/2013
21,666 3,334 33.17 8/10/2014
9,354 6,236 36.81 12/19/2015
9,166 15,834 32.11 2/15/2017

— 21,250 31.96 2/15/2018

Paul V.
Walsh, Jr. 21,668

(4)

553,834
9,832 168 50.48 2/2/2014

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

64



4,917 2,667 25.07 5/2/2015
— 10,000 31.96 2/15/2018

(1) Options were granted on the date ten years prior to the option expiration date and subject to a five year vesting
period, with the exception of those expiring in the year 2018, which have a four year vesting period. Assuming
the continued service of the executive officer, the five-year option shall vest and become exercisable in a series of
installments, with 20% on the first anniversary of the date of grant and the remaining portion in equal monthly
installments over the remaining four years. Assuming the continued service of the executive officer, the four-year
option shall vest and become exercisable in a series of installments, with 25% on the first anniversary of the date
of grant and the remaining portion in equal monthly installments over the remaining three years.

38

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

65



(2) Represents 60,000 RSUs granted on September 14, 2005, 16,810 RSUs granted on December 8, 2006, 10,000
RSUs granted on December 7, 2007 and 50,000 RSUs granted on February 15, 2008. Assuming the continued
service of the executive officer, these grants shall vest 20% on each of the first five anniversaries of the grant
date, 25% on each of first four anniversaries of the grant date, 50% on grant date and 25% on each of first two
anniversaries of grant date, and 100% on the third anniversary of the grant date, respectively.

(3) Represents 45,000 RSUs granted on November 8, 2006, 2,500 RSUs granted on December 7, 2007 and 10,000
RSUs granted on February 15, 2008. Assuming the continued service of the executive officer, these grants shall
vest 20% on each of first five anniversaries of the grant date, 50% on grant date and 25% on each of first two
anniversaries of grant date, and 100% on the third anniversary of the grant, respectively.

(4) Represents 1,334 RSUs granted on September 12, 2005, 4,500 RSUs granted on September 12, 2005, 6,000
RSUs granted on May 22, 2006, 3,334 RSUs granted on February 15, 2007, 1,500 RSUs granted on December 7,
2007, and 5,000 RSUs granted on February 15, 2008. Assuming the continued service of the executive officer,
these grants shall vest 20% on each of first five anniversaries of the grant date, 50% on each of the fourth and
fifth anniversaries of the grant date, 20% on each of first five anniversaries of the grant date, one-third on each of
the first three anniversaries of the grant date, 50% on grant date and 25% on each of first two anniversaries of
grant date, and 100% on the third anniversary of the grant date, respectively.

(5) Represents 2,000 RSUs granted February 15, 2007, 16,667 RSUs granted on July 2, 2007, 1,500 RSUs granted
on December 7, 2007, and 8,000 RSUs granted on February 15, 2008. Assuming the continued service of the
executive officer, the first two grants shall vest one-third on each of first three anniversaries of the grant date, and
the third grant shall vest 50% on grant date and 25% on each of first two anniversaries of grant date, and the
fourth grant shall vest 100% on the third anniversary of the grant date.

(6) Represents 2,286 RSUs granted on September 12, 2005, 2,495 RSUs granted on December 19, 2005, 2,530 RSUs
granted on December 8, 2006, 1,875 RSUs granted on December 7, 2007, and 8,000 RSUs granted on February
15, 2008. Assuming the continued service of the executive officer, these grants shall vest 20% on each of first
five anniversaries of the grant date, 20% on each of first five anniversaries of the grant date, one-third on each of
first three anniversaries of the grant date, 50% on grant date and 25% on each of first two anniversaries of grant
date, and 1,000 RSUs on the first anniversary of the grant date, 2,000 RSUs on the second anniversary of the
grant date and 5,000 RSUs on the third anniversary of the grant date, respectively.

Option Exercises and Stock Vested Table

          The following table shows gains realized from the exercise of stock options and shares acquired upon the
vesting of restricted stock units with respect to our named executive officers during fiscal 2008.

OPTION EXERCISES AND STOCK VESTED TABLE DURING FISCAL 2008

Option Awards Stock Awards

Name

Number of
Shares

Acquired
on

Exercise
(#)

Value
Realized

on
Exercise ($)

Number of
Shares

Acquired
on Vesting

(#)

Value
Realized

on
Vesting ($)

Necip Sayiner — — 48,404 1,262,346
William G. Bock — — 17,500 408,748
Kurt W. Hoff — — 10,833 344,837
Jonathan D. Ivester 18,050 513,498 6,794 144,413
Paul V. Walsh, Jr. — — 5,833 173,355
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Potential Payments Upon Termination or Change in Control

          Consistent with practices within our industry, we also provide certain post-employment termination benefits.
We have implemented these programs in order to ensure we are able to continue to attract and retain top talent as well
as ensure that during the uncertainty associated with a potential change in control, the executives remain focused on
their responsibilities and ensure a maximum return for our stockholders.

Employment Agreements

          We have entered into employment agreements with only two of our executive officers: Mr. Sayiner and Mr.
Bock. For both Mr. Sayiner and Mr. Bock, cash severance is equal to the sum of 12 months of base salary at the time
of termination plus 200% of the actual quarterly bonus earned in the two full quarters immediately preceding
termination to be paid in one lump sum. Each cash severance payment would be contingent upon such executive
officer’s execution of an agreement in a form satisfactory to us, containing a full general release of any and all
potential claims against us and our affiliates and agents. As outlined in their employment agreements, a cash
severance payment shall only be made in the event of such executive officer’s Involuntary Termination for any reason
other than misconduct. “Involuntary Termination” is defined in each employment agreement as an involuntary
termination of employment by us or a voluntary resignation following (A) a change in position with us which
materially reduces the executive officer’s level of authority or responsibility, (B) a reduction in cash compensation
(including base salary and target bonus under any performance based bonus or incentive programs) by more than 15%
unless pursuant to a reduction that is also applied to substantially all of our other executive officers, (C) a relocation of
such executive officer’s place of employment by more than 50 miles, provided and only if such change, reduction or
relocation is effected without consent, or (D) a material breach by us of the terms of the employment agreement. In
addition and similarly contingent upon execution of an appropriate release, for the time during which each executive
officer is unemployed, we have agreed to pay the premium required to maintain COBRA coverage for such executive
officer and his dependents for up to one year.

2000 Stock Incentive Plan

          The 2000 Plan governs the equity awards granted to our executive officers. Our executive officers are not
entitled to any benefits under our 2000 Plan that are not available to other participants. The 2000 Plan includes the
following change in control provisions, which may result in the accelerated vesting of outstanding option grants and
stock issuances:

● In the event that we are acquired, each outstanding option under the discretionary option grant program,
unless assumed or replaced by the successor or otherwise continued in effect, will immediately become
exercisable for all the option shares, and all outstanding unvested shares will immediately vest, except to the
extent our repurchase rights with respect to those shares are assigned to the successor or otherwise continued
in effect.

● The plan administrator has the authority under the discretionary option grant program to provide that those
options will automatically vest in full (i) upon an acquisition of the company, whether or not those options
are assumed or replaced, or (ii) upon a hostile change in control of the company effected through a tender
offer for more than 50% of our outstanding voting stock or by proxy contest for the election of board
members.

          However, our Compensation Committee, as Plan Administrator of the 2000 Stock Incentive Plan, has the
authority to provide for accelerated vesting of the shares of our common stock subject to any outstanding options held
by any executive officer or any unvested share issuances actually held by such individual, in connection with certain
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changes in control of us or the subsequent termination of the officer’s employment following the change in control
event.

          All outstanding stock awards and stock options issued to our named executive officers will become fully
exercisable and vested if (i) a change in control occurs and such options or RSUs are not assumed or (ii) a change in
control occurs and the officer is demoted, relocated, or terminated other than for misconduct within 18 months
following such change in control.

40

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

69



          The following table depicts potential compensation arrangements for our executive officers as a result of an
Involuntary Termination absent a change in control. Such termination is assumed to occur on January 3, 2009. Other
than customary payments given to all salaried employees, we have not agreed to provide severance benefits to any
other executive officer than those listed in the table below.

Name
Lump Sum
Severance

Intrinsic Value
of

Accelerated
Equity

Health
Benefits Total

Necip Sayiner $ 1,276,703 — $ 16,968 $ 1,293,671
William G. Bock $ 718,115 — $ 13,883 $ 731,998

The following table depicts potential compensation arrangements for our executive officers as a result of a change in
control that subsequently results in Involuntary Termination. Such termination is assumed to occur on January 3,
2009, the last day of our fiscal 2008.

Name
Lump Sum
Severance

Intrinsic Value of
Accelerated
Equity(1)

Health
Benefits Total

Necip Sayiner $ 1,276,703 $ 3,496,850 $ 16,968 $ 4,790,521
William G. Bock $ 718,115 $ 1,469,694 $ 13,883 $ 2,201,692
Kurt W. Hoff — $ 719,946 — $ 719,946
Jonathan D. Ivester — $ 439,272 — $ 439,272
Paul V. Walsh, Jr. — $ 555,139 — $ 555,139

 (1) Value is based upon the closing selling price per share of our common stock on the NASDAQ Global Select
Market on the last trading day of fiscal 2008, which was $25.56, less the option exercise price payable per share.

Compensation Committee Interlocks and Insider Participation

          None of our executive officers serves as a member of the Board of Directors or Compensation Committee of
any entity that has one or more of its executive officers serving as a member of our Board of Directors or
Compensation Committee. No member of the Compensation Committee serves or has previously served as one of our
officers or employees.
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Equity Compensation Plan Information

          As of February 24, 2009, there were 5,229,306 shares of options-outstanding and issuable under the 2000 Plan
with a weighted average exercise price of $32.94 per share and a weighted average term to expiration of 5.0 years. In
addition, on February 24, 2009, there were 2,542,395 shares of full value awards outstanding and issuable under the
2000 Plan. The following table provides information as of January 3, 2009 with respect to shares of our common stock
that may be issued under our existing equity compensation plans.

EQUITY COMPENSATION PLAN INFORMATION

A B C

Plan Category

Number of
Securities

to be Issued
Upon

Exercise of
Outstanding

Options
and Rights

Weighted
Average

Exercise Price
of Outstanding

Options

Number of
Securities

Remaining Available
for

Future Issuance
Under
Equity

Compensation
Plans (Excluding

Securities
Reflected in Column

A)(1)
Equity Compensation Plans $ 7,276,624(3) $ 32.8362(4) 13,412,819(5)
Approved by Stockholders(2)

Equity Compensation Plans — — —
Not Approved by
Stockholders

Total 7,276,624 $ 32.8362 13,412,819

(1) Should our shareholders approve the 2009 Stock Incentive Plan or the 2009 Employee Stock Purchase Plan, and
at the time that the 2009 plans become effective subsequent to such approval, all securities remaining available
under the 2000 Stock Incentive Plan that are not issued or issuable pursuant to awards outstanding under the 2000
Stock Incentive Plan, and all shares remaining available under the current Employee Stock Purchase Plan,
respectively, shall no longer be available for issuance under any equity compensation plan.

(2) Consists of our 2000 Stock Incentive Plan and our Employee Stock Purchase Plan.

(3) Includes 2,022,620 shares of common stock subject to full value awards that vest over the holders’ period of
continued service. “Options outstanding consist of 5,254,004 shares of common stock with a weighted average
remaining term of 5.2 years.” Excludes purchase rights accruing under our Employee Stock Purchase Plan. Under
the current Employee Stock Purchase Plan, each eligible employee may contribute up to 15% of his or her base
salary to purchase shares of our common stock at semi-annual intervals on the last U.S. business day of April and
October each year at a purchase price per share equal to 85% of the lower of (i) the closing selling price per share
of our common stock on the employee’s entry date into the two-year offering period in which that semi-annual
purchase date occurs or (ii) the closing selling price per share on the semi-annual purchase date.
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(4) Calculated without taking into account 2,022,620 shares of common stock subject to outstanding full value
awards that will become issuable as those awards vest without any cash consideration for such shares.

(5) Consists of shares available for future issuance under our current Employee Stock Purchase Plan and our 2000
Stock Incentive Plan. As of January 3, 2009, an aggregate of 1,715,163 shares of our common stock were
available for issuance under our current Employee Stock Purchase Plan, and 11,697,656 shares of our common
stock were available for issuance in connection with future awards under our 2000 Stock Incentive Plan. Our
share reserves increased by 2,236,408 under the 2000 Stock Incentive Plan and 223,640 under the Employee
Stock Purchase Plan on the first trading day of calendar 2009. However, we have not filed a Form S-8 to register
these shares because we do not anticipate granting or issuing them under the plans.
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NO INCORPORATION BY REFERENCE OF CERTAIN PORTIONS OF THIS PROXY STATEMENT

          Notwithstanding anything to the contrary set forth in any of our filings made under the Securities Act of 1933,
as amended, or the Securities Exchange Act of 1934, as amended, that might incorporate information in this Proxy
Statement, neither the Audit Committee Report nor the Compensation Committee Report is to be incorporated by
reference into any such filings as provided by SEC regulations. In addition, this Proxy Statement includes certain
website addresses intended to provide inactive, textual references only. The information on these websites shall not be
deemed part of this Proxy Statement.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

          The members of our Board of Directors, the executive officers and persons who hold more than 10% of our
outstanding common stock are subject to the reporting requirements of Section 16(a) of the Securities Exchange Act
of 1934 which require them to file reports with respect to their ownership of the common stock and their transactions
in such common stock. Based upon (i) the copies of Section 16(a) reports which we received from such persons for
their fiscal 2008 transactions in the common stock and their common stock holdings and (ii) the written
representations received from one or more of such persons, we believe that all reporting requirements under Section
16(a) for such fiscal year were met in a timely manner by our directors, executive officers and greater than ten percent
beneficial owners; except for one Form 4 that was filed on October 17, 2008, one day late, with respect to the sale of
600 shares by Jonathan D. Ivester, Senior Vice President of Worldwide Operations.

ANNUAL REPORT

          A copy of the annual report for fiscal 2008 has been mailed concurrently with this Proxy Statement to all
stockholders entitled to notice of and to vote at the Annual Meeting. The annual report is not incorporated into this
Proxy Statement and is not considered proxy solicitation material.

FORM 10-K

          We filed an annual report on Form 10-K with the SEC on February 11, 2009. Stockholders may obtain a copy
of our annual report, without charge, by writing to our Corporate Secretary at our principal executive offices located at
400 West Cesar Chavez, Austin, Texas 78701.

THE BOARD OF DIRECTORS OF SILICON LABORATORIES INC.

Dated: March 13, 2009
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ANNEX A

SILICON LABORATORIES INC.
AUDIT COMMITTEE CHARTER

I. MEMBERSHIP:

                    The Audit Committee of Silicon Laboratories Inc. (the “Corporation”) shall be comprised of at least three
members of the Corporation’s Board of Directors (the “Board”). The members of the Audit Committee shall be
appointed by the Board and shall collectively meet the applicable independence, financial literacy and other
requirements of The NASDAQ Stock Market (“Nasdaq”) and applicable federal law. Members of the Audit Committee
may be removed at any time, with or without cause, by the Board.

II. QUORUM:

                    A majority of the members of the Audit Committee shall constitute a quorum.

III. FREQUENCY:

                    The Audit Committee shall meet as required either on the dates of regular Board meetings or in special
meetings as appropriate.

IV. PURPOSE:

                    The purpose of the Audit Committee is to oversee the accounting and financial reporting processes of the
Corporation and the audits of the Corporation’s financial statements.

V. LIMITATIONS:

                    The Audit Committee shall not have authority to: (1) adopt, amend, or repeal the Corporation’s Bylaws;
(2) fill vacancies on the Audit Committee or change its membership; (3) amend the Corporation’s Certificate of
Incorporation; (4) act on matters assigned to other committees of the Board; or (5) take any action prohibited by the
Corporation’s Certificate of Incorporation, Bylaws or applicable law.

VI. MINUTES:

                    Minutes will be kept of each meeting of the Audit Committee and will be provided to each member of the
Board. Unless otherwise restricted by the Corporation’s Certificate of Incorporation or Bylaws, any action that may be
taken at any meeting of the Audit Committee may be taken without a meeting, if all members of the Audit Committee
consent thereto in writing, and the writing is filed with the minutes of proceedings of such committee. Any action of
the Audit Committee shall be subject to revision, modification, rescission, or alteration by the Board, provided that no
rights of third parties shall be affected by any such revision, modification, rescission, or alteration.

VII. POWERS, RESPONSIBILITIES AND DUTIES:

To fulfill its responsibilities and duties, the Audit Committee shall:

● Be directly responsible for the appointment, compensation, retention and
oversight of the work of any registered public accounting firm engaged for
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the purpose of preparing or issuing an audit report or performing other
audit, review or attest services for the Corporation, and each such
registered public accounting firm must report directly to the Audit
Committee. Periodically consider the rotation of the Corporation’s
independent auditors.

● Resolve any disagreements between management and the Corporation’s
independent auditors regarding financial reporting.

ANNEX A–1
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● Review the organization’s annual and quarterly financial statements and quarterly earnings press
releases.

● Pre-approve all auditing and permitted non-audit services to be performed by the Corporation’s auditors.

● Obtain, on an annual basis, a formal written statement from the independent auditor affirming their
independence (as required by applicable standards of the Public Company Accounting Oversight Board
or its successor) and delineating all relationships between the auditor and the Corporation that may
reasonably be thought to bear on such independence. Discuss with the auditor any disclosed
relationships or services that may impact the objectivity and independence of the auditor and take, or
recommend that the Board take, appropriate action to oversee the independence of the independent
auditor.

● Following completion of the annual audit, review separately with the independent auditor, the internal
auditing department, if any, and management any significant difficulties encountered during the course
of the audit.

● Establish procedures for the receipt, retention and treatment of complaints received by the Corporation
regarding accounting, internal accounting controls or auditing matters, as well as for the confidential,
anonymous submission by the Corporation’s employees of concerns regarding questionable accounting
or auditing matters.

● Retain independent counsel, experts and other advisors as the Audit Committee determines necessary to
carry out its duties.

● Receive appropriate funds, as determined by the Audit Committee, from the Corporation for payment of
(i) compensation to any registered public accounting firm engaged for the purpose of preparing or
issuing an audit report or performing other audit, review or attest services for the Corporation, (ii)
compensation to any independent counsel, experts and other advisors employed by the Audit
Committee, and (iii) ordinary administrative expenses of the Audit Committee that are necessary or
appropriate in carrying out its duties.

● Review and approve all “related-party transactions” as such term is defined in Item 404 of Regulation
S-K.

● Prepare the report of the Audit Committee required to be included in the Corporation’s annual proxy
statement.

● Review and reassess the adequacy of this Charter at least annually and recommend any changes to the
Board.

● Perform any other activities consistent with this Charter, the Corporation’s Bylaws, Nasdaq rules and
governing law, as the Audit Committee or the Board deems necessary or appropriate, including, without
limitation, the delegation of authority to one or more members of the Audit Committee of authority to
carry out certain activities set forth hereunder.

ANNEX A–2
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ANNEX B

SILICON LABORATORIES INC.
2009 STOCK INCENTIVE PLAN

ARTICLE 1. PURPOSES OF THE PLAN

          The purposes of the Silicon Laboratories Inc. 2009 Stock Incentive Plan (the “Plan”) are to attract and retain the
best available personnel, to provide additional incentives to Employees, Directors and Consultants and to promote the
success of the Company’s business by linking the personal interests of the Directors, Employees, and Consultants to
those of Company stockholders and by providing such individuals with an incentive for outstanding performance to
generate superior returns to Company stockholders.

ARTICLE 2. DEFINITIONS

          Wherever the following terms are used in the Plan they shall have the meanings specified below, unless the
context clearly indicates otherwise. The singular pronoun shall include the plural where the context so indicates.

          2.1       “Affiliate” means, at the time of determination, any “parent” or “subsidiary” as such terms are defined in Rule
405 of the Securities Act. The Board shall have the authority to determine the time or times at which “parent” or
“subsidiary” status is determined within the foregoing definition.

          2.2       “Award” means an Option, an award of Restricted Stock, a Stock Appreciation Right, an award of
Performance Shares, an award of Performance Stock Units, an award of Restricted Stock Units, a Performance-Based
Award or any other right or benefit, including any other Award under Article 8, granted to a Participant pursuant to
the Plan.

          2.3       “Award Agreement” means any written agreement, contract, or other instrument or document evidencing
the terms and conditions of an Award, including through electronic medium.

          2.4       “Board” means the Board of Directors of the Company.

          2.5       “Change in Control” means and includes each of the following:

                      (a)     A transaction or series of transactions (other than an offering of the Shares to the general public
through a registration statement filed with the Securities and Exchange Commission) whereby any “person” or related
“group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2) of the Exchange Act) (other than the
Company, any of its subsidiaries, an employee benefit plan maintained by the Company or any of its subsidiaries or a
“person” that, prior to such transaction, directly or indirectly controls, is controlled by, or is under common control with,
the Company) directly or indirectly acquires beneficial ownership (within the meaning of Rule 13d-3 under the
Exchange Act) of securities of the Company possessing more than 50% of the total combined voting power of the
Company’s securities outstanding immediately after such acquisition; or

                      (b)     During any period of two consecutive years, individuals who, at the beginning of such period,
constitute the Board together with any new director(s) (other than a director designated by a person who shall have
entered into an agreement with the Company to effect a transaction described in Section 2.5(a) or Section 2.5(c)
hereof) whose election by the Board or nomination for election by the Company’s stockholders was approved by a vote
of at least a majority of the directors then still in office who either were directors at the beginning of the two-year
period or whose election or nomination for election was previously so approved, cease for any reason to constitute a
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                      (c)     The consummation by the Company (whether directly involving the Company or indirectly
involving the Company through one or more intermediaries) of (x) a merger, consolidation, reorganization, or
business combination or (y) a sale or other disposition of all or substantially all of the Company’s assets in any single
transaction or series of related transactions or (z) the acquisition of assets or stock of another entity, in each case other
than a transaction:

                                (i)     Which results in the Company’s voting securities outstanding immediately before the
transaction continuing to represent (either by remaining outstanding or by being converted into voting securities of the
Company or the person that, as a result of the transaction, controls, directly or indirectly, the Company or owns,
directly or indirectly, all or substantially all of the Company’s assets or otherwise succeeds to the business of the
Company (the Company or such person, the “Successor Entity”)) directly or indirectly, at least a majority of the
combined voting power of the Successor Entity’s outstanding voting securities immediately after the transaction, and

                                (ii)     After which no person or group beneficially owns voting securities representing 50% or
more of the combined voting power of the Successor Entity; provided, however, that no person or group shall be
treated for purposes of this Section 2.5(c)(i) as beneficially owning 50% or more of combined voting power of the
Successor Entity solely as a result of the voting power held in the Company prior to the consummation of the
transaction; or

                      (d)     The Company’s stockholders approve a liquidation or dissolution of the Company.

          The Committee shall have full and final authority, which shall be exercised in its discretion, to determine
conclusively whether a Change in Control of the Company has occurred pursuant to the above definition, and the date
of the occurrence of such Change in Control and any incidental matters relating thereto.

          2.6       “Code” means the U.S. Internal Revenue Code of 1986, as amended.

          2.7       “Committee” means the committee of the Board appointed or described in Article 12 to administer the
Plan.

          2.8       “Common Stock” means the common stock of the Company, par value $0.0001 per share, and such other
securities of the Company that may be substituted for the Common Stock pursuant to Article 11.

          2.9       “Company” means Silicon Laboratories Inc., a Delaware corporation.

          2.10     “Consultant” means any consultant or adviser if: (a) the consultant or advisor renders bona fide services to
the Company or any Subsidiary or Affiliate; (b) the services rendered by the consultant or advisor are not in
connection with the offer or sale of securities in a capital-raising transaction and do not directly or indirectly promote
or maintain a market for the Company’s securities; and (c) the consultant or advisor is a natural person.

          2.11     “Covered Employee” means an Employee who is, or could be, a “covered employee” within the meaning of
Section 162(m) of the Code.

          2.12     “Director” means a member of the Board.

          2.13     “Disability” means that the Participant would qualify to receive benefit payments under the long-term
disability policy, as it may be amended from time to time, of the Company or the Subsidiary or Affiliate to which the
Participant provides services regardless of whether the Participant is covered by such policy. If the Company or the
Subsidiary or Affiliate to which the Participant provides service does not have a long-term disability plan in place,

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

79



“Disability” means that a Participant is unable to carry out the responsibilities and functions of the position held by the
Participant by reason of any medically determined physical or mental impairment for a period of not less than ninety
(90) consecutive days. A Participant shall not be considered to have incurred a Disability unless he or she furnishes
proof of such impairment sufficient to satisfy the Board in its discretion. Notwithstanding the foregoing, for purposes
of Incentive Stock Options granted under the Plan, “Disability” means that the Participant is disabled within the
meaning of Section 22(e)(3) of the Code.

          2.14     “Dividend Equivalent Right” means a right granted to a Participant related to the Award of Restricted
Stock Units, Performance Shares and/or Performance Units which is a right to receive the equivalent value of
dividends paid on the Shares prior to vesting of the Award. Such Dividend Equivalent Rights shall be converted to
cash or additional Shares by such formula and at such time and subject to such limitations as may be determined by
the Committee.

ANNEX B–2
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          2.15     “Effective Date” shall have the meaning set forth in Section 13.1 hereof.

          2.16     “Eligible Individual” means any person who is an Employee, a Consultant or a Director, as determined by
the Committee.

          2.17     “Employee” means a full time or part time employee of the Company or any Subsidiary or Affiliate,
including an officer or Director, who is treated as an employee in the personnel records of the Company or Subsidiary
or Affiliate for the relevant period, but shall exclude individuals who are classified by the Company or Subsidiary or
Affiliate as (a) independent contractors or (b) intermittent or temporary, even if any such classification is changed
retroactively as a result of an audit, litigation or otherwise. A Participant shall not cease to be an Employee in the case
of (i) any vacation or sick time or otherwise approved paid time off in accordance with the Company or Subsidiary or
Affiliate’s policy or in the case where the Employee is on an unpaid leave but his or her employment cannot be
terminated pursuant to applicable local law or (ii) transfers between locations of the Company or between the
Company, a Subsidiary and/or Affiliate. Neither services as a Director nor payment of a director’s fee by the Company
or a Subsidiary or Affiliate shall be sufficient to constitute “employment” by the Company or any Subsidiary or
Affiliate.

          2.18     “Equity Restructuring” shall mean a nonreciprocal transaction between the Company and its stockholders,
such as a stock dividend, stock split, spin-off, rights offering or recapitalization through a large, nonrecurring cash
dividend, that affects the Shares (or other securities of the Company) or the price of Shares (or other securities) and
causes a change in the per share value of the Shares underlying outstanding Awards.

          2.19     “Exchange Act” means the U.S. Securities Exchange Act of 1934, as amended.

          2.20     “Fair Market Value” means, as of any given date, (a) if Shares are traded on any established stock
exchange, the closing price of a Share as quoted on the principal exchange on which the Shares are listed, as reported
in the Wall Street Journal (or such other source as the Company may deem reliable for such purposes) for such date,
or if no sale occurred on such date, the first trading date immediately prior to such date during which a sale occurred;
or (b) if Shares are not traded on an exchange but are regularly quoted on a national market or other quotation system,
the closing sales price on such date as quoted on such market or system, or if no sales occurred on such date, then on
the date immediately prior to such date on which sales prices are reported; or (c) in the absence of an established
market for the Shares of the type described in (a) or (b) of this Section 2.20, the fair market value established by the
Committee acting in good faith.

          2.21     “Full Value Award” means any Award other than an Option, SAR or other Award for which the
Participant pays a minimum of the Fair Market Value of the Shares, as determined as of the date of grant.

          2.22     “Incentive Stock Option” means an Option that is intended to meet the requirements of Section 422 of the
Code or any successor provision thereto.

          2.23     “Independent Director” means a Director of the Company who is not an Employee.

          2.24     “Involuntary Termination” shall have the meaning ascribed to such term in the Award Agreement, or if the
term is not defined in the Award Agreement, shall mean the termination of the employment or service of any
Participant which occurs by reason of:

                      (a)          such Participant’s involuntary dismissal or discharge by the Company or a Subsidiary or
Affiliate for reasons other than Misconduct, or
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                      (b)         such Participant’s voluntary resignation following (A) a change in his or her position with the
Company or Subsidiary or Affiliate employing the Participant which materially reduces his or her duties and
responsibilities or the level of management to which he or she reports, (B) a reduction in his or her level of total
compensation (including base salary, fringe benefits and target bonus under any corporate-performance based bonus
or incentive programs) by more than fifteen percent (15%) unless such reduction is effectuated as part of a
broad-based compensation reduction scheme within the Company and/or its Subsidiaries and Affiliates, (C) a
relocation of such Participant’s place of employment by more than fifty (50) miles, provided and only if such change,
reduction or relocation is effected by the Company without the individual’s written consent or (D) negotiations
between the Participant and the Company and/or Subsidiary or Affiliate employing the Participant in the context of a
reduction in force.

ANNEX B–3
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          2.25     “Misconduct” shall mean the commission of any act of fraud, embezzlement or dishonesty by the
Participant, any unauthorized use or disclosure by such person of confidential information or trade secrets of the
Company (or any Subsidiary or Affiliate) or any intentional wrongdoing by such person, whether by omission or
commission, which adversely affects the business or affairs of the Company (or any Subsidiary or Affiliate) in a
material manner. This shall not limit the grounds for the dismissal or discharge of any person in the employment or
service of the Company (or any Subsidiary or Affiliate).

          2.26     “Non-Employee Director” means a Director of the Company who qualifies as a “Non-Employee Director” as
defined in Rule 16b-3(b)(3) under the Exchange Act, or any successor rule.

          2.27     “Non-Qualified Stock Option” means an Option that is not intended to be an Incentive Stock Option.

          2.28     “Option” means a right granted to a Participant pursuant to Article 5 to purchase a specified number of
Shares at a specified price during specified time periods. An Option may be either an Incentive Stock Option or a
Non-Qualified Stock Option.

          2.29     “Participant” means any Eligible Individual who, as a Director, Consultant or Employee, has been granted
an Award pursuant to the Plan.

          2.30     “Performance-Based Award” means an Award granted pursuant to Article 9.

          2.31     “Performance Criteria” means the criteria that the Committee selects for purposes of establishing the
Performance Goal or Performance Goals for a Participant for a Performance Period. The Performance Criteria that
will be used to establish Performance Goals are limited to the following: earnings or net earnings (either before or
after interest, taxes, depreciation and amortization), economic value-added, sales or revenue, income, net income
(either before or after taxes), operating earnings, cash flow (including, but not limited to, operating cash flow and free
cash flow), cash flow return on capital, return on assets or net assets, return on stockholders’ equity, return on capital,
stockholder returns, return on sales, gross or net profit margin, productivity, expense, margins, operating efficiency,
customer satisfaction, working capital, earnings per share, price per Share, market share, new products, customer
penetration, technology and risk management, any of which may be measured either in absolute terms or as compared
to any incremental increase or as compared to results of a peer group. The Committee shall define in an objective
fashion the manner of calculating the Performance Criteria it selects to use for such Performance Period for such
Participant.

          2.32     “Performance Goals” means, for a Performance Period, the goals established in writing by the Committee
for the Performance Period based upon the Performance Criteria. Depending on the Performance Criteria used to
establish such Performance Goals, the Performance Goals may be expressed in terms of overall Company
performance, the performance of a Subsidiary or Affiliate, the performance of a division or a business unit of the
Company or a Subsidiary or Affiliate, or the performance of an individual. The Committee, in its discretion, may, to
the extent consistent with, and within the time prescribed by, Section 162(m) of the Code, appropriately adjust or
modify the calculation of Performance Goals for such Performance Period in order to prevent the dilution or
enlargement of the rights of Participants (a) in the event of, or in anticipation of, any unusual or extraordinary
corporate item, transaction, event, or development, or (b) in recognition of, or in anticipation of, any other unusual or
nonrecurring events affecting the Company, or the financial statements of the Company, or in response to, or in
anticipation of, changes in applicable laws, regulations, accounting principles, or business conditions.

          2.33     “Performance Period” means the one or more periods of time, which may be of varying and overlapping
durations, as the Committee may select, over which the attainment of one or more Performance Goals will be
measured for the purpose of determining a Participant’s right to, and the payment of, a Performance-Based Award.
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          2.34     “Performance Share” means a right granted to a Participant pursuant to Section 8.1 hereof, to receive
Shares, the payment of which is contingent upon achieving certain Performance Goals or other performance-based
targets established by the Committee.

          2.35     “Performance Stock Unit” means a right granted to a Participant pursuant to Section 8.2 hereof, to receive
Shares (or value of Shares in cash), the payment of which is contingent upon achieving certain Performance Goals or
other performance-based targets established by the Committee.

          2.36     “Plan” means this 2009 Stock Incentive Plan, as it may be amended from time to time.

          2.37     “Qualified Performance-Based Compensation” means any compensation that is intended to qualify as
“qualified performance-based compensation” as described in Section 162(m)(4)(C) of the Code.

          2.38     “Restricted Stock” means Shares awarded to a Participant pursuant to Article 6 that are subject to certain
restrictions as set forth in the Award Agreement.

          2.39     “Restricted Stock Unit” means an Award granted pursuant to Section 8.3 hereof and shall be evidenced by
a bookkeeping entry representing the equivalent of one Share.

          2.40     “Section 409A Compliance” shall have the meaning assigned to it in Section 10.6 hereof.

          2.41     “Securities Act” shall mean the U.S. Securities Act of 1933, as amended.

          2.42     “Share” means a share of Common Stock.

          2.43     “Stock Appreciation Right” or “SAR” means a right granted pursuant to Article 7 to receive a payment equal
to the excess of the Fair Market Value of a specified number of Shares on the date the SAR is exercised over the grant
price of the SAR, as set forth in the applicable Award Agreement.

          2.44     “Subsidiary” means any “subsidiary corporation” as defined in Section 424(f) of the Code and any applicable
regulations promulgated thereunder or any other entity of which a majority of the outstanding voting stock or voting
power is beneficially owned directly or indirectly by the Company.

ARTICLE 3. SHARES SUBJECT TO THE PLAN

          3.1      Number of Shares.

                     (a)     Subject to Article 11 and Section 3.1(b) hereof, the aggregate number of Shares which may be
issued or transferred pursuant to Awards, including upon the exercise of Incentive Stock Options, under the Plan shall
be 6,800,000 Shares. Any Shares that are subject to Awards of Options or SARs shall be counted against this limit as
one (1) Share for every one (1) Share granted. Any Shares that are subject to Full Value Awards (other than Options
or SARs) shall be counted against this limit as one and fifty-five hundredths (1.55) Shares for every one (1) Share
granted.

                     (b)     To the extent that an Award terminates, expires, lapses for any reason, or is settled in cash, any
Shares subject to the Award shall again be available for the grant of an Award pursuant to the Plan. Any Shares that
become available for the grant of Awards pursuant to this Section 3.1(b) shall be added back as one (1) Share if such
Shares were subject to Options or SARs granted under the Plan and as one and fifty-five hundredths (1.55) shares if
such shares were subject to Full Value Awards granted under the Plan. Any Shares withheld to satisfy the grant or
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exercise price or tax withholding obligation pursuant to any Award shall be treated as issued under this Plan and shall
be deducted from the aggregate number of shares which may be issued under Section 3.1(a). Further, any Shares
tendered to satisfy the grant or exercise price or tax withholding obligation pursuant to any Award shall not be added
to the aggregate number of Shares which may be issued under Section 3.1(a). To the extent permitted by applicable
law or any exchange rule, Shares issued in assumption of, or in substitution for, any outstanding awards of any entity
acquired in any form of combination by the Company or any Subsidiary or Affiliate shall not be counted against
Shares available for grant pursuant to this Plan. The payment of Dividend Equivalent Rights in cash in conjunction
with any outstanding Awards shall not be counted against the Shares available for issuance under the Plan.
Notwithstanding the provisions of this Section 3.1(b), no Shares may again be optioned, granted or awarded if such
action would cause an Incentive Stock Option to fail to qualify as an incentive stock option under Section 422 of the
Code.

ANNEX B–5
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          3.2      Shares Distributed. Any Shares distributed pursuant to an Award may consist, in whole or in part, of
authorized and unissued Shares, treasury Shares or Shares purchased on the open market.

          3.3      Limitation on Number of Shares Subject to Awards. Notwithstanding any provision in the Plan to the
contrary, and subject to Article 11, where it is intended to comply with Section 162(m) of the Code, the maximum
number of Shares with respect to one or more Awards that may be granted to any one Participant during any calendar
year shall be 1,000,000 Shares and the maximum amount that may be paid in cash during any calendar year with
respect to any Award shall be $30,000,000.

ARTICLE 4. ELIGIBILITY AND PARTICIPATION

          4.1      Eligibility. Each Eligible Individual shall be eligible to be granted one or more Awards pursuant to the
Plan.

          4.2      Participation. Subject to the provisions of the Plan, the Committee may, from time to time, select from
among all Eligible Individuals, those to whom Awards shall be granted and shall determine the nature and amount of
each Award. No Eligible Individual shall have any right to be granted an Award pursuant to this Plan.

ARTICLE 5. STOCK OPTIONS

          5.1      General. The Committee is authorized to grant Options to Eligible Individuals on the following terms and
conditions:

                    (a)     Exercise Price. The exercise price per Share subject to an Option shall be determined by the
Committee and set forth in the Award Agreement; provided that, subject to Section 5.2(c) hereof, the per Share
exercise price for any Option shall not be less than 100% of the Fair Market Value of a Share on the date of grant.

                    (b)     Time and Conditions of Exercise. The Committee shall determine the time or times at which an
Option may be exercised in whole or in part; provided that the term of any Option granted under the Plan shall not
exceed ten years. The Committee shall also determine the performance or other conditions, if any, that must be
satisfied before all or part of an Option may be exercised.

                    (c)     Payment. The Committee shall determine the methods by which the exercise price of an Option
may be paid, potentially including the following methods: (i) cash or check, (ii) surrender of Shares or delivery of a
properly executed form of attestation of ownership of Shares as the Committee may require (including withholding of
Shares otherwise deliverable upon exercise of the Award) which have a Fair Market Value on the date of surrender of
attestation equal to the aggregate exercise price of the Shares as to which the Award shall be exercised, (iii)
promissory note bearing interest at no less than such rate as shall then preclude the imputation of interest under the
Code), (iv) other property acceptable to the Committee (including through the delivery of a notice that the Participant
has placed a market sell order with a broker with respect to Shares then issuable upon exercise of the Option, and that
the broker has been directed to pay a sufficient portion of the net proceeds of the sale to the Company in satisfaction
of the Option exercise price; provided that payment of such proceeds is then made to the Company upon settlement of
such sale), or (v) any combination of the foregoing methods of payment. The Award Agreement will specify the
methods of paying the exercise price available to Participants. The Committee shall also determine the methods by
which Shares shall be delivered or deemed to be delivered to Participants. Notwithstanding any other provision of the
Plan to the contrary, no Participant who is a Director or an “executive officer” of the Company within the meaning of
Section 13(k) of the Exchange Act shall be permitted to pay the exercise price of an Option, or continue any extension
of credit with respect to the exercise price of an Option with a loan from the Company or a loan arranged by the
Company in violation of Section 13(k) of the Exchange Act.
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                    (d) Evidence of Grant. All Options shall be evidenced by an Award Agreement between the Company
and the Participant. The Award Agreement shall include such additional provisions as may be specified by the
Committee.

          5.2 Incentive Stock Options. Incentive Stock Options shall be granted only to Employees of the Company or
any Subsidiary, and the terms of any Incentive Stock Options granted pursuant to the Plan, in addition to the
requirements of Section 5.1 hereof, must comply with the provisions of this Section 5.2.

                    (a) Expiration. Subject to Section 5.2(c) hereof, an Incentive Stock Option shall expire and may not be
exercised to any extent by anyone after the first to occur of the following events:

                              (i) Ten years from the date it is granted, unless an earlier time is set in the Award Agreement;

                              (ii) Three months after the Participant’s termination of employment as an Employee; and

                              (iii) One year after the date of the Participant’s termination of employment or service on account of
death, or Disability within the meaning of Section 22(e)(3) of the Code. Upon the Participant’s Disability or death, any
Incentive Stock Options exercisable at the Participant’s Disability or death may be exercised by the Participant’s legal
representative or representatives, by the person or persons entitled to do so pursuant to the Participant’s last will and
testament, or, if the Participant fails to make testamentary disposition of such Incentive Stock Option or dies intestate,
by the person or persons entitled to receive the Incentive Stock Option pursuant to the applicable laws of descent and
distribution.

                    (b) Dollar Limitation. The aggregate Fair Market Value (determined as of the time the Option is granted)
of all Shares with respect to which Incentive Stock Options are first exercisable by a Participant in any calendar year
may not exceed $100,000 or such other limitation as imposed by Section 422(d) of the Code, or any successor
provision. To the extent that Incentive Stock Options are first exercisable by a Participant in excess of such limitation,
the excess shall be considered Non-Qualified Stock Options.

                    (c) Ten Percent Owners. An Incentive Stock Option shall be granted to any individual who, at the date of
grant, owns stock possessing more than ten percent of the total combined voting power of all classes of Shares of the
Company only if such Option is granted at a price that is not less than 110% of Fair Market Value on the date of grant
and the Option is exercisable for no more than five years from the date of grant.

                    (d) Notice of Disposition. The Participant shall give the Company prompt notice of any disposition of
Shares acquired by exercise of an Incentive Stock Option within (i) two years from the date of grant of such Incentive
Stock Option or (ii) one year after the transfer of such Shares to the Participant.

                    (e) Right to Exercise. During a Participant’s lifetime, an Incentive Stock Option may be exercised only by
the Participant.

                    (f) Failure to Meet Requirements. Any Option (or portion thereof) purported to be an Incentive Stock
Option, which, for any reason, fails to meet the requirements of Section 422 of the Code shall be considered a
Non-Qualified Stock Option.

ARTICLE 6. RESTRICTED STOCK AWARDS

          6.1 Grant of Restricted Stock. The Committee is authorized to make Awards of Restricted Stock to any Eligible
Individual selected by the Committee in such amounts and subject to such terms and conditions as determined by the
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Committee. All Awards of Restricted Stock shall be evidenced by an Award Agreement.

          6.2 Purchase Price. At the time of the grant of an Award of Restricted Stock, the Committee shall determine the
price, if any, to be paid by the Participant for each Share subject to the Award of Restricted Stock. To the extent
required by applicable law, the price to be paid by the Participant for each Share subject to the Award of Restricted
Stock shall not be less than the par value of a Share (or such higher amount required by applicable law). The purchase
price of Shares acquired pursuant to the Award of Restricted Stock shall be paid either: (i) in cash at the time of
purchase; (ii) at the sole discretion of the Committee, by services rendered or to be rendered to the Company or a
Subsidiary or Affiliate; or (iii) in any other form of legal consideration that may be acceptable to the Committee in its
sole discretion and in compliance with applicable law.

ANNEX B–7
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          6.3 Issuance and Restrictions. Restricted Stock shall be subject to such restrictions on transferability and other
restrictions as the Committee may impose (including, without limitation, limitations on the right to vote Restricted
Stock or the right to receive dividends on the Restricted Stock). These restrictions may lapse separately or in
combination at such times, pursuant to such circumstances, in such installments, or otherwise, as the Committee
determines at the time of the grant of the Award or thereafter.

          6.4 Forfeiture. Except as otherwise determined by the Committee at the time of the grant of the Award or
thereafter, upon termination of employment or service during the applicable restriction period, Restricted Stock that is
at that time subject to restrictions shall be forfeited; provided, however, that the Committee may (a) provide in any
Restricted Stock Award Agreement that restrictions or forfeiture conditions relating to Restricted Stock will be waived
in whole or in part in the event of terminations resulting from specified causes, and (b) in other cases waive in whole
or in part restrictions or forfeiture conditions relating to Restricted Stock.

          6.5 Certificates for Restricted Stock. Restricted Stock granted pursuant to the Plan may be evidenced in such
manner as the Committee shall determine. If certificates representing shares of Restricted Stock are registered in the
name of the Participant, certificates must bear an appropriate legend referring to the terms, conditions, and restrictions
applicable to such Restricted Stock, and the Company may, at its discretion, retain physical possession of the
certificate until such time as all applicable restrictions lapse.

ARTICLE 7. STOCK APPRECIATION RIGHTS

          7.1 Grant of Stock Appreciation Rights.

                    (a) A Stock Appreciation Right may be granted to any Eligible Individual selected by the Committee. A
Stock Appreciation Right shall be subject to such terms and conditions not inconsistent with the Plan as the
Committee shall impose and shall be evidenced by an Award Agreement, provided that the term of any Stock
Appreciation Right shall not exceed ten years.

                    (b) A Stock Appreciation Right shall entitle the Participant (or other person entitled to exercise the Stock
Appreciation Right pursuant to the Plan) to exercise all or a specified portion of the Stock Appreciation Right (to the
extent then exercisable pursuant to its terms) and to receive from the Company an amount equal to the product of (i)
the excess of (A) the Fair Market Value of the Shares on the date the Stock Appreciation Right is exercised over (B)
the grant price of the Stock Appreciation Right and (ii) the number of Shares with respect to which the Stock
Appreciation Right is exercised, subject to any limitations the Committee may impose.

                     (c) Grant Price. The grant price per Share subject to a Stock Appreciation Right shall be determined by
the Committee and set forth in the Award Agreement; provided that, the per Share grant price for any Stock
Appreciation Right shall not be less than 100% of the Fair Market Value of a Share on the date of grant.

          7.2 Payment and Limitations on Exercise.

                    (a) Subject to Section 7.2(a) hereof, payment of the amounts determined under Section 7.1(b) hereof shall
be in cash, in Shares (based on its Fair Market Value as of the date the Stock Appreciation Right is exercised) or a
combination of both, as determined by the Committee.

                    (b) To the extent any payment under Section 7.1(b) hereof is effected in Shares, it shall be made subject
to satisfaction of all applicable provisions of Article 5 pertaining to Options.
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ARTICLE 8. OTHER TYPES OF AWARDS

          8.1 Performance Share Awards. Any Eligible Individual selected by the Committee may be granted one or more
Awards of Performance Shares which shall be denominated in a number of Shares and which may be linked to any
one or more of the Performance Criteria or other specific performance criteria determined appropriate by the
Committee, in each case on a specified date or dates or over any period or periods determined by the Committee. In
making such determinations, the Committee shall consider (among such other factors as it deems relevant in light of
the specific type of award) the contributions, responsibilities and other compensation of the particular Participant. The
Committee may authorize Dividend Equivalents to be paid on outstanding Performance Share Awards. If Dividend
Equivalents are authorized to be paid, they may be paid at the time dividends are declared on the Shares or at the time
the awards vest and they may be paid in either cash or Shares, in the discretion of the Committee.

          8.2 Performance Stock Units. Any Eligible Individual selected by the Committee may be granted one or more
Performance Stock Unit awards which shall be denominated in unit equivalent of Shares and/or units of value
including dollar value of Shares and which may be linked to any one or more of the Performance Criteria or other
specific performance criteria determined appropriate by the Committee, in each case on a specified date or dates or
over any period or periods determined by the Committee. In making such determinations, the Committee shall
consider (among such other factors as it deems relevant in light of the specific type of award) the contributions,
responsibilities and other compensation of the particular Participant. On the vesting date, the Company shall, subject
to Section 10.5(a), transfer to the Participant one unrestricted, fully transferable Share for each Performance Stock
Unit scheduled to be paid out on such date and not previously forfeited. Alternatively, settlement of a Performance
Stock Unit may be made in cash (in an amount reflecting the Fair Market Value of Shares that would have been
issued) or any combination of cash and Shares, as determined by the Committee, in its sole discretion. The Committee
may authorize Dividend Equivalents to be paid on outstanding Performance Stock Units. If Dividend Equivalents are
authorized to be paid, they may be paid at the time dividends are declared on the Shares or at the time the awards vest
and they may be paid in either cash or Shares, in the discretion of the Committee.

          8.3 Restricted Stock Units. The Committee is authorized to make Awards of Restricted Stock Units to any
Eligible Individual selected by the Committee in such amounts and subject to such terms and conditions as determined
by the Committee. At the time of grant, the Committee shall specify the date or dates on which the Restricted Stock
Units shall become fully vested and nonforfeitable, and may specify such conditions to vesting as it deems
appropriate. On the vesting date, the Company shall, subject to Section 10.5(a), transfer to the Participant one
unrestricted, fully transferable Share for each Restricted Stock Unit scheduled to be paid out on such date and not
previously forfeited. Alternatively, settlement of a Restricted Stock Unit may be made in cash (in an amount reflecting
the Fair Market Value of Shares that would have been issued) or any combination of cash and Shares, as determined
by the Committee, in its sole discretion. The Committee may authorize Dividend Equivalents to be paid on
outstanding Restricted Stock Units. If Dividend Equivalents are authorized to be paid, they may be paid at the time
dividends are declared on the Shares or at the time the awards vest and they may be paid in either cash or Shares, in
the discretion of the Committee.

          8.4 Other Awards. The Committee is authorized under the Plan to make any other Award to an Eligible
Individual that is not inconsistent with the provisions of the Plan and that by its terms involves or might involve the
issuance of (i) Shares, (ii) a right with an exercise or conversion privilege related to the passage of time, the
occurrence of one or more events, or the satisfaction of performance criteria or other conditions, or (iii) any other right
with the value derived from the value of the Shares. The Committee may establish one or more separate programs
under the Plan for the purpose of issuing particular forms of Awards to one or more classes of Participants on such
terms and conditions as determined by the Committee from time to time.
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          8.5 Term. Except as otherwise provided herein, the term of any Award of Performance Shares, Performance
Stock Units, Restricted Stock Units and any other Award granted pursuant to this Article 8 shall be set by the
Committee in its discretion.

          8.6 Exercise or Purchase Price. The Committee may establish the exercise or purchase price, if any, of any
Award of Performance Shares, Performance Stock Units, Restricted Stock Units and any other Award granted
pursuant to this Article 8; provided, however, that such price shall not be less than the par value of a Share on the date
of grant, unless otherwise permitted by applicable state law.

ANNEX B–9
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          8.7 Exercise upon Termination of Employment or Service. An Award of Performance Shares, Performance
Stock Units, Restricted Stock Units and any other Awards granted pursuant to this Article 8 shall only be exercisable
or payable while the Participant is an Employee, Consultant or Director, as applicable; provided, however, that the
Committee in its sole and absolute discretion may provide that an Award of Performance Shares, Performance Stock
Units, Restricted Stock Units or any other Award granted pursuant to this Article 8 may be exercised or paid
subsequent to a termination of employment or service, as applicable, or following a Change in Control of the
Company, or because of the Participant’s retirement, death or Disability, or otherwise; provided, however, that any
such provision with respect to Performance Shares or Performance Stock Units shall be subject to the requirements of
Section 162(m) of the Code if such Performance Shares or Performance Stock Units are granted as Qualified
Performance-Based Compensation.

          8.8 Form of Payment. Payments with respect to any Awards granted under this Article 8 shall be made in cash,
in Shares or a combination of both, as determined by the Committee.

          8.9 Award Agreement. All Awards under this Article 8 shall be subject to such additional terms and conditions
as determined by the Committee and shall be evidenced by an Award Agreement.

          8.10 Timing of Settlement. At the time of grant, the Committee shall specify the settlement date applicable to an
Award of Performance Shares, Performance Stock Units, Restricted Stock Units or any other Award granted pursuant
to this Article 8, which shall be no earlier than the vesting date(s) applicable to the relevant Award and may be later
than the vesting date(s) to the extent and under the terms determined by the Committee.

ARTICLE 9. PERFORMANCE-BASED AWARDS FOR COVERED EMPLOYEES

          9.1 Purpose. The purpose of this Article 9 is to provide the Committee the ability to qualify Awards other than
Options and SARs and that are granted pursuant to Articles 6 and 8 as Qualified Performance-Based Compensation. If
the Committee, in its discretion, decides to grant a Performance-Based Award to a Covered Employee, the provisions
of this Article 9 shall control over any contrary provision contained in Articles 6 or 8; provided, however, that the
Committee may in its discretion grant Awards to Covered Employees that are based on Performance Criteria or
Performance Goals but that do not satisfy the requirements of this Article 9.

          9.2 Applicability. This Article 9 shall apply only to those Covered Employees selected by the Committee to
receive Performance-Based Awards that are intended to qualify as Qualified Performance-Based Compensation. The
designation of a Covered Employee as a Participant for a Performance Period shall not in any manner entitle the
Participant to receive an Award for the period. Moreover, designation of a Covered Employee as a Participant for a
particular Performance Period shall not require designation of such Covered Employee as a Participant in any
subsequent Performance Period and designation of one Covered Employee as a Participant shall not require
designation of any other Covered Employees as a Participant in such period or in any other period.

          9.3 Procedures with Respect to Performance-Based Awards. To the extent necessary to comply with the
Qualified Performance-Based Compensation requirements of Section 162(m)(4)(C) of the Code, with respect to any
Award granted under Articles 6 or 8 which may be granted to one or more Covered Employees, no later than ninety
(90) days following the commencement of any fiscal year in question or any other designated fiscal period or period
of service (or such other time as may be required or permitted by Section 162(m) of the Code), the Committee shall, in
writing, (a) designate one or more Covered Employees, (b) select the Performance Criteria applicable to the
Performance Period, (c) establish the Performance Goals, and amounts of such Awards, as applicable, which may be
earned for such Performance Period, and (d) specify the relationship between Performance Criteria and the
Performance Goals and the amounts of such Awards, as applicable, to be earned by each Covered Employee for such
Performance Period. Following the completion of each Performance Period, the Committee shall certify in writing
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whether the applicable Performance Goals have been achieved for such Performance Period. In determining the
amount earned by a Covered Employee, the Committee shall have the right to reduce or eliminate (but not to increase)
the amount payable at a given level of performance to take into account additional factors that the Committee may
deem relevant to the assessment of individual or corporate performance for the Performance Period.

ANNEX B–10
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          9.4 Payment of Performance-Based Awards. Unless otherwise provided in the applicable Award Agreement, a
Participant must be employed by the Company or a Subsidiary or Affiliate on the day a Performance-Based Award for
the appropriate Performance Period is paid to the Participant. Furthermore, a Participant shall be eligible to receive
payment pursuant to a Performance-Based Award for a Performance Period only if the Performance Goals for such
period are achieved.

          9.5 Additional Limitations. Notwithstanding any other provision of the Plan, any Award which is granted to a
Covered Employee shall be subject to any additional limitations set forth in Section 162(m) of the Code (including
any amendment to Section 162(m) of the Code) or any regulations or rulings issued thereunder that are requirements
for qualification as qualified performance-based compensation as described in Section 162(m)(4)(C) of the Code, and
the Plan shall be deemed amended to the extent necessary to conform to such requirements.

ARTICLE
10.

PROVISIONS APPLICABLE TO AWARDS

          10.1 Stand-Alone and Tandem Awards. Awards granted pursuant to the Plan may, in the discretion of the
Committee, be granted either alone, in addition to, or in tandem with, any other Award granted pursuant to the Plan.
Awards granted in addition to or in tandem with other Awards may be granted either at the same time as or at a
different time from the grant of such other Awards.

          10.2 Award Agreement. Awards under the Plan shall be evidenced by Award Agreements that set forth the
terms, conditions and limitations for each Award which may include the term of an Award, the provisions applicable
in the event the Participant’s employment or service terminates, and the Company’s authority to unilaterally or
bilaterally amend, modify, suspend, cancel or rescind an Award.

          10.3 Limits on Transfer. No right or interest of a Participant in any Award may be pledged, encumbered, or
hypothecated to or in favor of any party other than the Company or a Subsidiary or Affiliate, or shall be subject to any
lien, obligation, or liability of such Participant to any other party other than the Company or a Subsidiary or Affiliate.
Except as otherwise provided by the Committee, no Award shall be assigned, transferred, or otherwise disposed of by
a Participant other than by will or the laws of descent and distribution or pursuant to beneficiary designation
procedures approved from time to time by the Committee (or the Board in the case of Awards granted to Independent
Directors). The Committee by express provision in the Award or an amendment thereto may permit an Award (other
than an Incentive Stock Option) to be transferred to, exercised by and paid to certain persons or entities related to the
Participant, including, but not limited to, members of the Participant’s family, charitable institutions, or trusts or other
entities whose beneficiaries or beneficial owners are members of the Participant’s family and/or charitable institutions,
or to such other persons or entities as may be expressly approved by the Committee, pursuant to such conditions and
procedures as the Committee may establish. Any permitted transfer shall be subject to the condition that the
Committee receive evidence satisfactory to it that the transfer is being made for estate and/or tax planning purposes
(or to a “blind trust” in connection with the Participant’s termination of employment or service with the Company or a
Subsidiary or Affiliate to assume a position with a governmental, charitable, educational or similar non-profit
institution) and on a basis consistent with the Company’s lawful issue of securities.

          10.4 Beneficiaries. Notwithstanding Section 10.3 hereof, a Participant may, if permitted by the Committee,
designate a beneficiary to exercise the rights of the Participant and to receive any distribution with respect to any
Award upon the Participant’s death. A beneficiary, legal guardian, legal representative, or other person claiming any
rights pursuant to the Plan is subject to all terms and conditions of the Plan and any Award Agreement applicable to
the Participant, except to the extent the Plan and Award Agreement otherwise provide, and to any additional
restrictions deemed necessary or appropriate by the Committee. If the Participant is married and resides in a
community property state, a designation of a person other than the Participant’s spouse as his or her beneficiary with
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respect to more than 50% of the Participant’s interest in the Award shall not be effective without the prior written
consent of the Participant’s spouse. If no beneficiary has been designated or survives the Participant, payment shall be
made to either the person’s estate or legal representative or the person entitled thereto pursuant to the Participant’s will
or the laws of descent and distribution (or equivalent laws outside the U.S.). Subject to the foregoing, a beneficiary
designation may be changed or revoked by a Participant at any time provided the change or revocation is filed with
the Committee.

ANNEX B–11
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          10.5 Stock Certificates; Book Entry Procedures.

                    (a) Notwithstanding anything herein to the contrary, the Company shall not be required to issue or deliver
any certificates evidencing Shares pursuant to the exercise of any Award, unless and until the Board has determined,
with advice of counsel, that the issuance and delivery of such certificates is in compliance with all applicable laws,
regulations of governmental authorities and, if applicable, the requirements of any exchange on which the Shares are
listed or traded. All certificates evidencing Shares delivered pursuant to the Plan are subject to any stop-transfer orders
and other restrictions as the Committee deems necessary or advisable to comply with federal, state local, securities or
other laws, including laws of jurisdictions outside of the United States, rules and regulations and the rules of any
national securities exchange or automated quotation system on which the Shares are listed, quoted, or traded. The
Committee may place legends on any certificate evidencing Shares to reference restrictions applicable to the Shares.
In addition to the terms and conditions provided herein, the Board may require that a Participant make such reasonable
covenants, agreements, and representations as the Board, in its discretion, deems advisable in order to comply with
any such laws, regulations, or requirements. The Committee shall have the right to require any Participant to comply
with any timing or other restrictions with respect to the settlement or exercise of any Award, including a
window-period limitation, as may be imposed in the discretion of the Committee.

                    (b) Notwithstanding any other provision of the Plan, unless otherwise determined by the Committee or
required by any applicable law, rule or regulation, the Company shall not deliver to any Participant certificates
evidencing Shares issued in connection with any Award and instead such Shares shall be recorded in the books of the
Company (or, as applicable, its transfer agent or stock plan administrator).

          10.6 Accelerated Vesting and Deferral Limitations. The Committee shall not have the discretionary authority to
accelerate or delay issuance of Shares under an Award that constitutes a deferral of compensation within the meaning
of Section 409A of the Code, except to the extent that such acceleration or delay may, in the discretion of the
Committee, be effected in a manner that will not cause any person to incur taxes, interest or penalties under Section
409A of the Code (“Section 409A Compliance”).

          10.7 Paperless Administration. In the event that the Company establishes, for itself or using the services of a
third party, an automated system for the documentation, granting or exercise of Awards, such as a system using an
internet website or interactive voice response, then the paperless documentation, granting or exercise of Awards by a
Participant may be permitted through the use of such an automated system.

ARTICLE
11.

CHANGES IN CAPITAL STRUCTURE

          11.1 Adjustments.

                    (a) In the event of any stock dividend, stock split, combination or exchange of shares, merger,
consolidation or other distribution (other than normal cash dividends) of Company assets to stockholders, or any other
change affecting the Shares or the price of the Shares other than an Equity Restructuring, the Committee shall make
such adjustments, if any, as the Committee in its discretion may deem appropriate to reflect such change with respect
to (a) the aggregate number and kind of shares that may be issued under the Plan (including, but not limited to,
adjustments of the limitations in Sections 3.1 and 3.3 hereof); (b) the terms and conditions of any outstanding Awards
(including, without limitation, any applicable performance targets or criteria with respect thereto); and (c) the grant or
exercise price per Share for any outstanding Awards under the Plan. Any adjustment affecting an Award intended as
Qualified Performance-Based Compensation shall be made consistent with the requirements of Section 162(m) of the
Code.
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                    (b) In the event of any transaction or event described in Section 11.1(a) hereof or any unusual or
nonrecurring transactions or events affecting the Company, any affiliate of the Company, or the financial statements
of the Company or any affiliate, or of changes in applicable laws, regulations or accounting principles, the Committee,
in its sole and absolute discretion, and on such terms and conditions as it deems appropriate, either by the terms of the
Award or by action taken prior to the occurrence of such transaction or event and either automatically or upon the
Participant’s request, is hereby authorized to take any one or more of the following actions whenever the Committee
determines that such action is appropriate in order to prevent dilution or enlargement of the benefits or potential
benefits intended to be made available under the Plan or with respect to any Award under the Plan, to facilitate such
transactions or events or to give effect to such changes in laws, regulations or principles:

                              (i) To provide for either (A) termination of any such Award in exchange for an amount of cash, if
any, equal to the amount that would have been attained upon the exercise of such Award or realization of the
Participant’s rights (and, for the avoidance of doubt, if as of the date of the occurrence of the transaction or event
described in this Section 11.1 the Committee determines in good faith that no amount would have been attained upon
the exercise of such Award or realization of the Participant’s rights, then such Award may be terminated by the
Company without payment) or (B) the replacement of such Award with other rights or property selected by the
Committee in its sole discretion;

                              (ii) To provide that such Award be assumed by the successor or survivor corporation, or a parent or
subsidiary thereof, or shall be substituted for by similar options, rights or awards covering the stock of the successor
or survivor corporation, or a parent or subsidiary thereof, with appropriate adjustments as to the number and kind of
shares and prices;

                              (iii) To make adjustments in the number and type of Shares (or other securities or property) subject
to outstanding Awards, and in the number and kind of outstanding Restricted Stock and/or in the terms and conditions
of (including the grant or exercise price), and the criteria included in, outstanding options, rights and awards;

                              (iv) To provide that such Award shall be exercisable or payable or fully vested with respect to all
Shares covered thereby, notwithstanding anything to the contrary in the Plan or the applicable Award Agreement; and

                              (v) To provide that the Award cannot vest, be exercised or become payable after such event.

                    (c) In connection with the occurrence of any Equity Restructuring, and notwithstanding anything to the
contrary in Sections 11.1(a) and 11.1(b) hereof:

                              (i) The number and type of securities subject to each outstanding Award and the exercise price or
grant price thereof, if applicable, shall be equitably adjusted. The adjustments provided under this Section 11.1(c)(i)
shall be nondiscretionary and shall be final and binding on the affected Participant and the Company.

                              (ii) The Committee shall make such equitable adjustments, if any, as the Committee in its discretion
may deem appropriate to reflect such Equity Restructuring with respect to the aggregate number and kind of shares
that may be issued under the Plan (including, but not limited to, adjustments of the limitations in Sections 3.1 and 3.3
hereof).

          11.2 Change in Control.

                    (a) Notwithstanding Section 11.1 hereof, and except as may otherwise be provided in any applicable
Award Agreement or other written agreement entered into between the Company and a Participant, if a Change in
Control occurs and a Participant’s Awards are not converted, assumed, or replaced by a successor or survivor
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corporation, or a parent or subsidiary thereof, then immediately prior to the Change in Control such Awards shall
become fully exercisable and all forfeiture restrictions on such Awards shall lapse and, following the consummation
of such Change in Control, all such Awards shall terminate and cease to be outstanding. In the event that the terms of
any agreement (other than the Award Agreement) between the Company or any Subsidiary or Affiliate and a
Participant contains provisions that conflict with and are more restrictive than the provisions of this Section 11.2(a),
this Section 11.2(a) shall prevail and control and the more restrictive terms of such agreement (and only such terms)
shall be of no force or effect.

ANNEX B–13

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

102



                    (b) The Committee may at any time, subject to Section 10.6, provide that one or more Awards will
automatically accelerate in connection with a Change in Control, whether or not those Awards are assumed or
otherwise continue in full force and effect. In addition, where Awards are assumed or continued after a Change of
Control, the Committee may provide that one or more Awards will automatically accelerate upon an Involuntary
Termination of the Participant’s employment or service within a designated period (not to exceed eighteen (18)
months) following the effective date of such Change in Control. Any such Award shall accordingly, immediately prior
to the effective date of such Change in Control or upon an Involuntary Termination of the Participant’s employment or
service following a Change in Control (at the Committee’s discretion), become fully exercisable and all forfeiture
restrictions on such Awards shall lapse.

                     (c) Upon a Change in Control, the Committee may cause any and all Awards outstanding hereunder to
terminate at a specific time in the future, including, but not limited to, the date of such Change in Control, and shall
give each Participant the right to exercise such Awards during a period of time as the Committee, in its sole and
absolute discretion, shall determine.

                    (d) The portion of any Incentive Stock Option accelerated in connection with a Change in Control shall
remain exercisable as an Incentive Stock Option only to the extent the applicable One Hundred Thousand Dollar
($100,000) limitation is not exceeded. To the extent such dollar limitation is exceeded, the accelerated portion of such
Option shall be exercisable as a Non-Statutory Option under the U.S. federal tax laws.

          11.3 No Other Rights. Except as expressly provided in the Plan, no Participant shall have any rights by reason
of any subdivision or consolidation of Shares of any class, the payment of any dividend, any increase or decrease in
the number of Shares of any class or any dissolution, liquidation, merger, or consolidation of the Company or any
other corporation. Except as expressly provided in the Plan or pursuant to action of the Committee under the Plan, no
issuance by the Company of Shares of any class, or securities convertible into Shares of any class, shall affect, and no
adjustment by reason thereof shall be made with respect to, the number of Shares subject to an Award or the grant or
the exercise price of any Award.

ARTICLE
12.

ADMINISTRATION

          12.1 Committee. Unless and until the Board delegates administration of the Plan to a Committee as set forth
below, the Plan shall be administered by the full Board, and for such purposes the term “Committee” as used in this Plan
shall be deemed to refer to the Board. The Board, at its discretion or as otherwise necessary to comply with the
requirements of Section 162(m) of the Code, Rule 16b-3 promulgated under the Exchange Act or to the extent
required by any other applicable rule or regulation, may delegate administration of the Plan to a Committee consisting
of two or more members of the Board. Unless otherwise determined by the Board, the Committee shall consist solely
of two or more members of the Board each of whom is an “outside director,” within the meaning of Section 162(m) of
the Code, a Non-Employee Director and an “independent director” under the NASDAQ rules (or other principal
securities market on which Shares are traded); provided that any action taken by the Committee shall be valid and
effective, whether or not members of the Committee at the time of such action are later determined not to have
satisfied the requirements for membership set forth in this Section 12.1 or otherwise provided in any charter of the
Committee. Notwithstanding the foregoing: (a) the full Board, acting by a majority of its members in office, shall
conduct the general administration of the Plan with respect to all Awards granted to Independent Directors and for
purposes of such Awards the term “Committee” as used in this Plan shall be deemed to refer to the Board and (b) the
Committee may delegate its authority hereunder to the extent permitted by Section 12.5 hereof. In its sole discretion,
the Board may at any time and from time to time exercise any and all rights and duties of the Committee under the
Plan except with respect to matters which under Rule 16b-3 under the Exchange Act or Section 162(m) of the Code,
or any regulations or rules issued thereunder, are required to be determined in the sole discretion of the Committee.
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Except as may otherwise be provided in any charter of the Committee, appointment of Committee members shall be
effective upon acceptance of appointment; Committee members may resign at any time by delivering written notice to
the Board; and vacancies in the Committee may only be filled by the Board.

ANNEX B–14
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          12.2 Action by the Committee. Unless otherwise established by the Board or in any charter of the Committee, a
majority of the Committee shall constitute a quorum and the acts of a majority of the members present at any meeting
at which a quorum is present, and acts approved in writing by a majority of the Committee in lieu of a meeting, shall
be deemed the acts of the Committee. Each member of the Committee is entitled to, in good faith, rely or act upon any
report or other information furnished to that member by any officer or other employee of the Company or any
Subsidiary or Affiliate, the Company’s independent certified public accountants, or any executive compensation
consultant or other professional retained by the Company to assist in the administration of the Plan.

          12.3 Authority of Committee. Subject to any specific designation in the Plan, the Committee has the exclusive
power, authority and discretion to:

                    (a) Designate Participants to receive Awards;

                    (b) Determine the type or types of Awards to be granted to each Participant;

                    (c) Determine the number of Awards to be granted and the number of Shares to which an Award will
relate;

                    (d) Determine the terms and conditions of any Award granted pursuant to the Plan, including, but not
limited to, the exercise price, grant price, or purchase price, any restrictions or limitations on the Award, any schedule
for lapse of forfeiture restrictions or restrictions on the exercisability of an Award, and accelerations or waivers
thereof, any provisions related to non-competition and recapture of gain on an Award, based in each case on such
considerations as the Committee in its sole discretion determines; provided, however, that the Committee shall not
have the authority to accelerate the vesting or waive the forfeiture of any Performance-Based Awards intended to
qualify as Qualified Performance Based-Compensation, except as permitted under Section 162(m) of the Code;

                    (e) Determine whether, to what extent, and pursuant to what circumstances an Award may be settled in,
or the exercise price of an Award may be paid in, cash, Shares, other Awards, or other property, or an Award may be
canceled, forfeited, or surrendered;

                    (f) Prescribe the form of each Award Agreement, which need not be identical for each Participant and
may vary for Participants outside the United States;

                    (g) Decide all other matters that must be determined in connection with an Award;

                    (h) Establish, adopt, or revise any rules and regulations including adopting sub-plans to the Plan for the
purposes of complying with foreign laws an/or taking advantage of tax favorable treatment for Awards granted to
Participants outside the United States, as it may deem necessary or advisable to administer the Plan;

                    (i) To suspend or terminate the Plan at any time provided that such suspension or termination does not
impair rights and obligations under any outstanding Award without written consent of the affected Participant.

                    (j) Interpret the terms of, and any matter arising pursuant to, the Plan or any Award Agreement; and

                    (k) Make all other decisions and determinations that may be required pursuant to the Plan or as the
Committee deems necessary or advisable to administer the Plan.

ANNEX B–15
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          12.4 Decisions Binding. The Committee’s interpretation of the Plan, any Awards granted pursuant to the Plan,
any Award Agreement and all decisions and determinations by the Committee with respect to the Plan are final,
binding, and conclusive on all parties.

          12.5 Delegation of Authority. To the extent permitted by applicable law, the Board may from time to time
delegate to a committee of one or more members of the Board or one or more officers of the Company the authority to
grant or amend Awards to Participants other than (a) Employees who are subject to Section 16 of the Exchange Act,
(b) Covered Employees, or (c) officers of the Company (or Directors) to whom authority to grant or amend Awards
has been delegated hereunder. For the avoidance of doubt, provided it meets the limitation in the preceding sentence,
this delegation shall include the right to modify Awards as necessary to accommodate changes in the laws or
regulations, including in jurisdictions outside the United States. Any delegation hereunder shall be subject to the
restrictions and limits that the Board specifies at the time of such delegation, and the Board may at any time rescind
the authority so delegated or appoint a new delegatee. At all times, the delegatee appointed under this Section 12.5
shall serve in such capacity at the pleasure of the Board.

ARTICLE
13.

EFFECTIVE AND EXPIRATION DATE

          13.1 Effective Date. The Plan is effective as of the date the Plan is approved by the Company’s stockholders (the
“Effective Date”). The Plan will be deemed to be approved by the stockholders if it is approved either:

                    (a) By a majority of the votes cast at a duly held stockholder’s meeting at which a quorum representing a
majority of outstanding voting stock is, either in person or by proxy, present and voting on the plan; or

                    (b) By a method and in a degree that would be treated as adequate under Delaware law in the case of an
action requiring stockholder approval.

          13.2 Expiration Date. The Plan will expire on, and no Award may be granted pursuant to the Plan after the tenth
anniversary of the Effective Date, except that no Incentive Stock Options may be granted under the Plan after the
earlier of the tenth anniversary of (a) the date the Plan is approved by the Board or (b) the Effective Date. Any Awards
that are outstanding on the tenth anniversary of the Effective Date shall remain in force according to the terms of the
Plan and the applicable Award Agreement.

ARTICLE
14.

AMENDMENT, MODIFICATION, AND TERMINATION

          14.1 Amendment, Modification, and Termination. Subject to Section 15.14 hereof, with the approval of the
Board, at any time and from time to time, the Committee may terminate, amend or modify the Plan; provided,
however, that (a) to the extent necessary and desirable to comply with any applicable law, regulation, or stock
exchange rule, the Company shall obtain stockholder approval of any Plan amendment in such a manner and to such a
degree as required, and (b) stockholder approval shall be required for any amendment to the Plan that (i) increases the
number of shares available under the Plan (other than any adjustment as provided by Article 11), or (ii) permits the
Committee to extend the exercise period for an Option beyond ten years from the date of grant. Notwithstanding any
provision in this Plan to the contrary, absent approval of the stockholders of the Company, no Option or SAR may be
amended to reduce the per share exercise price of the shares subject to such Option or SAR below the per share
exercise price as of the date the Option or SAR is granted and, except as permitted by Article 11, (a) no Option or
SAR may be granted in exchange for, or in connection with the cancellation, surrender or substitution of an Option or
SAR having a higher per share exercise price and (b) no Option or SAR may be cancelled in exchange for, or in
connection with the payment of a cash amount.
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          14.2 Awards Previously Granted. Except with respect to amendments made pursuant to Section 15.14 hereof, no
termination, amendment, or modification of the Plan shall adversely affect in any material way any Award previously
granted pursuant to the Plan without the prior written consent of the Participant; provided, however, that an
amendment or modification that may cause an Incentive Stock Option to become a Non-Qualified Stock Option shall
not be treated as adversely affecting the rights of the Participant.

ANNEX B–16

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

108



ARTICLE
15.

GENERAL PROVISIONS

          15.1 No Rights to Awards. No Eligible Individual or other person shall have any claim to be granted any Award
pursuant to the Plan, and neither the Company nor the Committee is obligated to treat Eligible Individuals,
Participants or any other persons uniformly.

          15.2 No Stockholders Rights. Except as otherwise provided herein, a Participant shall have none of the rights of
a stockholder with respect to Shares covered by any Award, including to the right to vote or receive dividends, until
the Participant becomes the record owner of such Shares, notwithstanding the exercise of an Option or other Award.

          15.3 Withholding. The Company or any Subsidiary or Affiliate, as appropriate, shall have the authority and the
right to deduct or withhold, or require a Participant to remit to the Company, an amount sufficient to satisfy U.S.
federal, state, and local taxes and taxes imposed by jurisdictions outside of the United States (including income tax,
social insurance contributions, payment on account and any other taxes that may be due) required by law to be
withheld with respect to any taxable event concerning a Participant arising as a result of this Plan or to take such other
action as may be necessary in the opinion of the Company or a Subsidiary or Affiliate, as appropriate, to satisfy
withholding obligations for the payment of taxes. The Committee may in its discretion and in satisfaction of the
foregoing requirement allow a Participant to elect to have the Company withhold Shares otherwise issuable under an
Award (or allow the return of Shares) having a Fair Market Value equal to the sums required to be withheld. No
Shares shall be delivered hereunder to any Participant or other person until the Participant or such other person has
made arrangements acceptable to the Committee for the satisfaction of these tax obligations with respect to any
taxable event concerning the Participant or such other person arising as a result of Awards made under this Plan.

          15.4 No Right to Employment or Services. Nothing in the Plan or any Award Agreement shall interfere with or
limit in any way the right of the Company or any Subsidiary or Affiliate to terminate any Participant’s employment or
services at any time, nor confer upon any Participant any right to continue in the employ or service of the Company or
any Subsidiary or Affiliate.

          15.5 Unfunded Status of Awards. The Plan is intended to be an “unfunded” plan for incentive compensation. With
respect to any payments not yet made to a Participant pursuant to an Award, nothing contained in the Plan or any
Award Agreement shall give the Participant any rights that are greater than those of a general creditor of the Company
or any Subsidiary or Affiliate.

          15.6 Indemnification. To the extent allowable pursuant to applicable law, each member of the Committee or of
the Board shall be indemnified and held harmless by the Company from any loss, cost, liability, or expense that may
be imposed upon or reasonably incurred by such member in connection with or resulting from any claim, action, suit,
or proceeding to which he or she may be a party or in which he or she may be involved by reason of any action or
failure to act pursuant to the Plan and against and from any and all amounts paid by him or her in satisfaction of
judgment in such action, suit, or proceeding against him or her; provided he or she gives the Company an opportunity,
at its own expense, to handle and defend the same before he or she undertakes to handle and defend it on his or her
own behalf. The foregoing right of indemnification shall not be exclusive of any other rights of indemnification to
which such persons may be entitled pursuant to the Company’s Certificate of Incorporation or Bylaws, as a matter of
law, or otherwise, or any power that the Company may have to indemnify them or hold them harmless.

          15.7 Relationship to other Benefits. No payment pursuant to the Plan shall be taken into account in determining
any benefits pursuant to any pension, retirement, savings, profit sharing, group insurance, termination programs and/or
indemnities or severance payments, welfare or other benefit plan of the Company or any Subsidiary or Affiliate except
to the extent otherwise expressly provided in writing in such other plan or an agreement thereunder.
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          15.8 Expenses. The expenses of administering the Plan shall be borne by the Company and/or its Subsidiaries
and/or Affiliates.
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          15.9 Titles and Headings. The titles and headings of the Sections in the Plan are for convenience of reference
only and, in the event of any conflict, the text of the Plan, rather than such titles or headings, shall control.

          15.10 Fractional Shares. No fractional Shares shall be issued and the Committee shall determine, in its
discretion, whether cash shall be given in lieu of fractional shares or whether such fractional shares shall be eliminated
by rounding up or down as appropriate.

          15.11 Limitations Applicable to Section 16 Persons. Notwithstanding any other provision of the Plan, the Plan,
and any Award granted or awarded to any Participant who is then subject to Section 16 of the Exchange Act, shall be
subject to any additional limitations set forth in any applicable exemptive rule under Section 16 of the Exchange Act
(including any amendment to Rule 16b-3 under the Exchange Act) that are requirements for the application of such
exemptive rule. To the extent permitted by applicable law, the Plan and Awards granted or awarded hereunder shall be
deemed amended to the extent necessary to conform to such applicable exemptive rule.

          15.12 Government and Other Regulations. The obligation of the Company to make payment of awards in
Shares or otherwise shall be subject to all applicable laws, rules, and regulations of the United States and jurisdictions
outside the United States, and to such approvals by government agencies, including government agencies in
jurisdictions outside of the United States, in each case as may be required or as the Company deems necessary or
advisable. Without limiting the foregoing, the Company shall have no obligation to issue or deliver evidence of title
for Shares subject to Awards granted hereunder prior to: (i) obtaining any approvals from governmental agencies that
the Company determines are necessary or advisable, and (ii) completion of any registration or other qualification with
respect to the Shares under any applicable law in the United States or in a jurisdiction outside of the United States or
ruling of any governmental body that the Company determines to be necessary or advisable or at a time when any
such registration or qualification is not current, has been suspended or otherwise has ceased to be effective. The
inability or impracticability of the Company to obtain or maintain authority from any regulatory body having
jurisdiction, which authority is deemed by the Company’s counsel to be necessary to the lawful issuance and sale of
any Shares hereunder, shall relieve the Company of any liability in respect of the failure to issue or sell such Shares as
to which such requisite authority shall not have been obtained. The Company shall be under no obligation to register
pursuant to the Securities Act, as amended, any of the Shares paid pursuant to the Plan. If the Shares paid pursuant to
the Plan may in certain circumstances be exempt from registration pursuant to the Securities Act, as amended, the
Company may restrict the transfer of such Shares in such manner as it deems advisable to ensure the availability of
any such exemption.

          15.13 Governing Law. The Plan and all Award Agreements shall be construed in accordance with and governed
by the laws of the State of Texas.

          15.14 Section 409A. Except as provided in Section 15.15 hereof, to the extent that the Committee determines
that any Award granted under the Plan is subject to Section 409A of the Code, the Award Agreement evidencing such
Award shall incorporate the terms and conditions required by Section 409A of the Code. To the extent applicable, the
Plan and Award Agreements shall be interpreted in accordance with Section 409A of the Code and Department of
Treasury regulations and other interpretive guidance issued thereunder, including without limitation any such
regulations or other guidance that may be issued after the Effective Date. Notwithstanding any provision of the Plan to
the contrary, in the event that following the Effective Date the Committee determines that any Award may be subject
to Section 409A of the Code and related Department of Treasury guidance (including such Department of Treasury
guidance as may be issued after the Effective Date), the Committee may adopt such amendments to the Plan and the
applicable Award Agreement or adopt other policies and procedures (including amendments, policies and procedures
with retroactive effect), or take any other actions, that the Committee determines are necessary or appropriate to (a)
exempt the Award from Section 409A of the Code and/or preserve the intended tax treatment of the benefits provided
with respect to the Award, or (b) comply with the requirements of Section 409A of the Code and related Department
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of Treasury guidance and thereby avoid the application of any penalty taxes under such Section.
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          15.15 No Representations or Covenants with respect to Tax Qualification. Although the Company may
endeavor to (1) qualify an Award for favorable tax treatment under the laws of the United States or jurisdictions
outside of the United States (e.g., incentive stock options under Section 422 of the Code or French-qualified stock
options) or (2) avoid adverse tax treatment (e.g., under Section 409A of the Code), the Company makes no
representation to that effect and expressly disavows any covenant to maintain favorable or avoid unfavorable tax
treatment, anything to the contrary in this Plan, including Section 15.14 hereof, notwithstanding. The Company shall
be unconstrained in its corporate activities without regard to the potential negative tax impact on holders of Awards
under the Plan.

* * * *
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ANNEX C

SILICON LABORATORIES INC.
2009 EMPLOYEE STOCK PURCHASE PLAN

I. PURPOSE OF THE PLAN

          This Employee Stock Purchase Plan is intended to promote the interests of Silicon Laboratories Inc., a
Delaware corporation, by providing Eligible Employees with the opportunity to acquire a proprietary interest in the
Corporation through participation in an employee stock purchase plan designed to qualify under Section 423 of the
Code, although the Corporation makes no undertaking nor representation to maintain such qualification. In addition,
this Plan authorizes the grant of rights to purchase Common Stock under a Non-423(b) Plan which do not qualify
under Section 423(b) of the Code, pursuant to rules, procedures or sub-plans adopted by the Board or Plan
Administrator which are designed to achieve tax, securities law or other of the Corporation’s compliance objectives in
particular locations outside the United States. This Plan shall govern the terms and conditions of grants made under
both the Code Section 423(b) Plan component and the Non-423(b) Plan component.

          Capitalized terms herein shall have the meanings assigned to such terms in the attached Appendix.

II. ADMINISTRATION OF THE PLAN

          The Plan Administrator shall have full authority to interpret and construe any provision of the Plan and, for the
grant of rights to purchase Common Stock under the Code Section 423(b) Plan, to adopt such rules and regulations for
administering the Plan as it may deem necessary in order to comply with the requirements of Section 423 of the Code.
The Plan Administrator may from time to time grant or provide for the grant of rights to purchase Common Stock
under the Non-423(b) Plan. If such grants are intended to be made under the Non-423(b) Plan, they will be designated
as such at the time of grant and such grants may not comply with the requirements set forth under Section 423 of the
Code. Decisions of the Plan Administrator shall be final and binding on all parties having an interest in the Plan.

III. STOCK SUBJECT TO PLAN

          A. The stock purchasable under the Plan shall be shares of authorized but unissued or reacquired Common
Stock, including shares of Common Stock purchased on the open market. Subject to Article III (B) below, the
maximum number of shares of Common Stock which may be issued in the aggregate under the Plan shall be
1,250,000 shares.

          B. Should any change be made to the Common Stock by reason of any stock split, stock dividend,
recapitalization, combination of shares, exchange of shares or other change affecting the outstanding Common Stock
as a class without the Corporation’s receipt of consideration, appropriate adjustments shall be made to the maximum
number and class of securities issuable in the aggregate under the Plan, (ii) the maximum number and class of
securities purchasable per Participant and in the aggregate on any one Purchase Date and (iii) the number and class of
securities and the price per share in effect under each outstanding purchase right in order to prevent the dilution or
enlargement of benefits thereunder.

IV. OFFERING PERIODS

          A. Shares of Common Stock shall be offered for purchase under the Plan through a series of successive offering
periods until such time as (i) the maximum number of shares of Common Stock available for issuance under the Plan
shall have been purchased or (ii) the Plan shall have been sooner terminated.
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          B. Each offering period shall be of such duration (not to exceed twenty-four (24) months) as determined by the
Plan Administrator prior to the start date of such offering period. However, the initial offering period shall commence
at the Effective Date and terminate twenty-four (24) months from the commencement date of such offering period,
unless (i) the offering period automatically resets prior to that date (as described in Article IV(D) hereof), or (ii) prior
to the commencement of the initial offering period, the Plan Administrator determines that such initial offering period
shall be of a shorter duration. Subsequent offering periods shall commence as designated by the Plan Administrator.
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          C. Each offering period shall be comprised of a series of one or more successive and/or overlapping Purchase
Intervals having such durations as may be established by the Plan Administrator. Unless otherwise provided by the
Plan Administrator, Purchase Intervals shall run from the last business day in April each year to the last business day
in October of the same year and from the last business day in October each year to the last business day in April of the
following year. However, the first Purchase Interval in effect under the initial offering period shall commence on the
Effective Date and terminate on the last business day in the next succeeding April or October (whichever is earlier).

          D. Should the Fair Market Value per share of Common Stock on any Purchase Date within an offering period
be less than the Fair Market Value per share of Common Stock on the start date of that offering period, then that
offering period shall automatically terminate immediately after the purchase of shares of Common Stock on such
Purchase Date, and a new offering period shall commence on that day, following such Purchase. The new offering
period shall have a duration of twenty-four (24) months, unless a shorter duration is established by the Plan
Administrator within thirty (30) calendar days following the start date of that offering period.

V. ELIGIBILITY

          A. Each individual who is an Eligible Employee on the start date of an offering period under the Plan may enter
that offering period on such start date or on any subsequent Semi-Annual Entry Date within that offering period,
provided he or she remains an Eligible Employee.

          B. Each individual who first becomes an Eligible Employee after the start date of an offering period may enter
that offering period on any subsequent Semi-Annual Entry Date within that offering period on which he or she is an
Eligible Employee.

          C. The date an individual enters an offering period shall be designated his or her Entry Date for purposes of that
offering period.

          D. To participate in the Plan for a particular offering period, the Eligible Employee must complete the
enrollment forms prescribed by the Plan Administrator (including a stock purchase agreement and a payroll deduction
authorization) and file such forms with the Plan Administrator (or its designate) on or before his or her scheduled
Entry Date. Once an Eligible Employee has enrolled in an offering period, his or her enrollment will remain in effect
through subsequent offering periods unless the Eligible Employee withdraws from the Plan.

VI. PAYROLL DEDUCTIONS

          A. Except as otherwise provided by the Plan Administrator prior to the commencement of an offering period,
the payroll deduction authorized by the Participant for purposes of acquiring shares of Common Stock during an
offering period may be any multiple of one percent (1%) of the Participant’s Base Salary during each Purchase Interval
within that offering period, up to a maximum equal to the lesser of (i) twenty-five percent (25%) of the Participant’s
Base Salary per pay-period during the applicable Purchase Interval and (ii) one hundred percent (100%) of the
Participant’s Base Salary that remains after subtracting all other amounts that are to be deducted or withheld from the
Participant’s Base Salary during such pay-period in the Purchase Interval, provided, however, that a lesser amount of
the Participant’s remaining Base Salary may be deducted if required to comply with applicable local law. The
deduction rate so authorized shall continue in effect throughout the offering period, except to the extent such rate is
changed in accordance with the following guidelines:

               (i) The Participant may, at any time during the offering period, reduce his or her rate of payroll deduction to
become effective as soon as possible after filing the appropriate form with the Plan Administrator. The Participant
may not, however, effect more than one (1) such reduction per Purchase Interval.
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               (ii) The Participant may, prior to the commencement of any new Purchase Interval within the offering
period, increase the rate of his or her payroll deduction by filing the appropriate form with the Plan Administrator. The
new rate (which may not exceed the twenty-five percent (25%) maximum) shall become effective on the start date of
the first Purchase Interval following the filing of such form.

          B. Payroll deductions shall begin on the first pay day following the Participant’s Entry Date into the offering
period and shall (unless sooner terminated by the Participant) continue through the pay day ending with or
immediately prior to the last day of that offering period. The amounts so collected shall be credited to the Participant’s
book account under the Plan, but no interest shall be paid on the balance from time to time outstanding in such
account, unless payment of interest is required under local law in which case the purchase rights will be granted under
the Non-423(b) Plan, if necessary under applicable laws or regulations. The amounts collected from the Participant
shall not be required to be held in any segregated account, unless otherwise required under local law (in which case,
such rights will be granted under the Non-423(b) Plan if necessary), or trust fund and may be commingled with the
general assets of the Corporation and used for general corporate purposes.

          C. Payroll deductions shall automatically cease upon the termination of the Participant’s purchase right in
accordance with the provisions of the Plan.

          D. The Participant’s acquisition of Common Stock under the Plan on any Purchase Date shall neither limit nor
require the Participant’s acquisition of Common Stock on any subsequent Purchase Date, whether within the same or a
different offering period.

          E. For rights to purchase Common Stock granted under the Non-423(b) Plan, if payroll deductions are not
permitted under local law, as determined by the Corporation, Participants may be permitted to contribute to the Plan
by an alternative method, as determined by the Corporation. Alternate methods of contribution may be permitted for
purchase rights granted under the Code Section 423(b) Plan if such is determined to be permissible under Code
Section 423.

VII. PURCHASE RIGHTS

          A. Grant of Purchase Right. A Participant shall be granted a separate purchase right for each offering period in
which he or she participates. The purchase right shall be granted on the Participant’s Entry Date into the offering
period and shall provide the Participant with the right to purchase shares of Common Stock, in a series of successive
installments over the remainder of such offering period, upon the terms set forth below. The Participant shall execute
a stock purchase agreement embodying such terms and such other provisions (not inconsistent with the Plan) as the
Plan Administrator may deem advisable.

          Under no circumstances shall purchase rights be granted under the Plan to any Eligible Employee if such
individual would, immediately after the grant, own (within the meaning of Code Section 424(d)) or hold outstanding
options or other rights to purchase, stock possessing five percent (5%) or more of the total combined voting power or
value of all classes of stock of the Corporation or any Corporate Affiliate.

          B. Exercise of the Purchase Right. Each purchase right shall be automatically exercised in installments on each
successive Purchase Date within the offering period, and shares of Common Stock shall accordingly be purchased on
behalf of each Participant (other than Participants whose payroll deductions have previously been refunded pursuant
to the Termination of Purchase Right provisions below) on each such Purchase Date. The purchase shall be effected
by applying the Participant’s payroll deductions for the Purchase Interval ending on such Purchase Date to the
purchase of whole shares of Common Stock at the purchase price in effect for the Participant for that Purchase Date.
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          C. Purchase Price. The purchase price per share at which Common Stock will be purchased on the Participant’s
behalf on each Purchase Date within the offering period shall be established by the Plan

ANNEX C–3

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

119



Administrator; provided however, that such purchase price shall not be less than eighty-five percent (85%) of the
lower of (i) the Fair Market Value per share of Common Stock on the Participant’s Entry Date into that offering period
or (ii) the Fair Market Value per share of Common Stock on that Purchase Date. Subject to adjustment as provided in
Article III (B) or Article X below, the purchase price per share at which Common Stock will be purchased on the
Participant’s behalf on each Purchase Date within the offering period shall be equal to eighty-five percent (85%) of the
lower of (i) the Fair Market Value per share of Common Stock on the Participant’s Entry Date into that offering period
or (ii) the Fair Market Value per share of Common Stock on that Purchase Date.

          D. Number of Purchasable Shares. The number of shares of Common Stock purchasable by a Participant on
each Purchase Date during the offering period shall be the number of whole shares obtained by dividing the amount
collected from the Participant through payroll deductions during the Purchase Interval ending with that Purchase Date
by the purchase price in effect for the Participant for that Purchase Date. However, except as otherwise provided by
the Plan Administrator prior to the commencement of an offering period, the maximum number of shares of Common
Stock purchasable per Participant on any one Purchase Date during such offering period shall not exceed Four
Hundred (400) shares, subject to periodic adjustments in the event of certain changes in the Corporation’s
capitalization. In addition, the maximum number of shares of Common Stock purchasable in the aggregate by all
Participants on any one Purchase Date under the Plan shall not exceed Three Hundred Thousand (300,000) shares (or
such other number designated by the Plan Administrator), subject to periodic adjustments in the event of certain
changes in the Corporation’s capitalization. Should the total number of shares of Common Stock to be purchased by all
Participants pursuant to outstanding purchase rights on any particular date exceed the maximum share limitation set
forth in this paragraph, the Plan Administrator shall make a pro-rata allocation of the available shares on a uniform
and nondiscriminatory basis.

          E. Excess Payroll Deductions. Any payroll deductions not applied to the purchase of shares of Common Stock
on any Purchase Date because they are not sufficient to purchase a whole share of Common Stock shall be held for the
purchase of Common Stock on the next Purchase Date. However, any payroll deductions not applied to the purchase
of Common Stock by reason of the limitation on the maximum number of shares purchasable on the Purchase Date
shall be promptly refunded.

          F. Termination of Purchase Right. The following provisions shall govern the termination of outstanding
purchase rights:

               (i) A Participant may, at any time prior to the next scheduled Purchase Date in the offering period, withdraw
from participation in the Plan by filing the appropriate form with the Plan Administrator (or its designate), and no
further payroll deductions shall be collected from the Participant with respect to the withdrawal. Any payroll
deductions collected during the Purchase Interval in which such withdrawal occurs shall, at the Participant’s election,
be immediately refunded or held for the purchase of shares on the next Purchase Date. If no such election is made at
the time of such withdrawal, then the payroll deductions collected with respect to the terminated right shall be
refunded as soon as possible.

               (ii) The termination of such purchase right shall be irrevocable, and the Participant may not subsequently
rejoin the offering period for which the terminated purchase right was granted. In order to resume participation in any
subsequent offering period, such individual must re-enroll in the Plan (by making a timely filing of the prescribed
enrollment forms) on or before his or her scheduled Entry Date into that offering period.
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               (iii) Should the Participant cease to remain an Eligible Employee for any reason (including death, disability
or change in status) while his or her purchase right remains outstanding, then that purchase right shall immediately
terminate, and all of the Participant’s payroll deductions for the Purchase Interval in which the purchase right so
terminates shall be immediately refunded. However, should the Participant cease to remain in active service by reason
of an approved unpaid leave of absence, then the Participant shall have the right, exercisable up until the last business
day of the Purchase Interval in which such leave commences, to (a) withdraw all the payroll deductions collected to
date on his or her behalf for that Purchase Interval or (b) have such funds held for the purchase of shares on his or her
behalf on the next scheduled Purchase Date, provided the Participant remains an Eligible Employee on such Purchase
Date. In no event, however, shall any further payroll deductions be collected on the Participant’s behalf during such
leave, unless continuation of payroll deductions or other authorized contributions is required under local law, in which
case the purchase rights will be granted under the Non-423(b) Plan, if necessary under applicable laws or regulations.
Upon the Participant’s return to active service (i) within ninety (90) days following the commencement of such leave
or, (ii) prior to the expiration of any longer period for which such Participant’s right to reemployment with the
Corporation or Corporate Affiliate is guaranteed by either statute or contract, his or her payroll deductions under the
Plan shall automatically resume at the rate in effect at the time the leave began. However, should the Participant’s
leave of absence exceed ninety (90) days and his or her re-employment rights not be guaranteed by either statute or
contract, then the Participant’s status as an Eligible Employee will be deemed to terminate on the ninety-first (91st) day
of that leave, and such Participant’s purchase right for the offering period in which that leave began shall thereupon
terminate. An individual who returns to active employment following such a leave shall be treated as a new Eligible
Employee for purposes of the Plan and must, in order to resume participation in the Plan, re-enroll in the Plan (by
making a timely filing of the prescribed enrollment forms) on or before his or her scheduled Entry Date into the
offering period, unless a re-enrollment requirement would be contrary to local law, in which case the purchase rights
will be granted under the Non-423(b) Plan, if necessary under applicable laws or regulations.

          G. Change of Control. Each outstanding purchase right shall automatically be exercised, prior to the effective
date of any Change of Control on a date determined by the Plan Administrator, by applying the payroll deductions of
each Participant for the Purchase Interval in which such Change of Control occurs to the purchase of whole shares of
Common Stock at the purchase price per share established by the Plan Administrator for the applicable offering
period, treating as the Purchase Date for this purpose the date on which shares are purchased prior to the effective date
of such Change of Control The applicable limitation on the number of shares of Common Stock purchasable by all
Participants in the aggregate shall not apply to any such purchase.

          The Corporation shall use its best efforts to provide at least ten (10)-days prior written notice of the occurrence
of any Change of Control, and Participants shall, following the receipt of such notice, have the right to terminate their
outstanding purchase rights prior to the effective date of the Change of Control.

          H. Proration of Purchase Rights. Should the total number of shares of Common Stock to be purchased pursuant
to outstanding purchase rights on any particular date exceed the number of shares then available for issuance under the
Plan, the Plan Administrator shall make a pro-rata allocation of the available shares on a uniform and
nondiscriminatory basis, and the payroll deductions of each Participant, to the extent in excess of the aggregate
purchase price payable for the Common Stock pro-rated to such individual, shall be refunded.

          I. Assignability. The purchase right shall be exercisable only by the Participant and shall not be assignable or
transferable by the Participant.

          J. Stockholder Rights. A Participant shall have no stockholder rights with respect to the shares subject to his or
her outstanding purchase right until the shares are purchased on the Participant’s behalf in accordance with the
provisions of the Plan and the Participant has become a holder of record of the purchased shares.
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          K. Tax Withholding. At the time a Participant’s purchase right is exercised, in whole or in part, or at the time a
Participant disposes of some or all of the shares of Common Stock he or she acquires under the Plan, the Participant
shall make adequate provision for the U.S. federal, state, local and foreign tax withholding obligations, if any, of the
Corporation and/or Corporate Affiliate which arise upon exercise of the purchase right or upon such disposition of
shares, respectively. The Corporation and/or the Corporate Affiliate may, but shall not be obligated to, withhold from
the Participant’s compensation or any other payments due the Participant the amount necessary to meet such
withholding obligations or withhold from the proceeds of the sale of shares of Common Stock or any other method of
withholding the Corporation and/or the Corporate Affiliate deems appropriate. The Corporation and/or the Corporate
Affiliate shall have the right to take such other action as may be necessary in the opinion of the Corporation or a
Corporate Affiliate to satisfy withholding obligations for such taxes.
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VIII. ACCRUAL LIMITATIONS

          A. No Participant shall be entitled to accrue rights to acquire Common Stock pursuant to any purchase right
outstanding under this Plan if and to the extent such accrual, when aggregated with (i) rights to purchase Common
Stock accrued under any other purchase right granted under this Plan and (ii) similar rights accrued under other
employee stock purchase plans (within the meaning of Code Section 423) of the Corporation or any Corporate
Affiliate, would otherwise permit such Participant to purchase more than Twenty-Five Thousand Dollars ($25,000)
worth of stock of the Corporation or any Corporate Affiliate (determined on the basis of the Fair Market Value per
share on the date or dates such rights are granted) for each calendar year such rights are at any time outstanding, or, if
required pursuant to final revised Code Section 423 regulations issued by the U.S. Internal Revenue Service, for each
calendar year such rights are outstanding and exercisable. The requirements set forth under this provision will be
interpreted and applied to comply with current requirements under Code Section 423.

          B. For purposes of applying such accrual limitations to the purchase rights granted under the Plan, the following
provisions shall be in effect:

                    (i) The right to acquire Common Stock under each outstanding purchase right shall accrue in a series of
installments on each successive Purchase Date during the offering period on which such right remains outstanding.

                    (ii) No right to acquire Common Stock under any outstanding purchase right shall accrue to the extent the
Participant has already accrued in the same calendar year the right to acquire Common Stock under one (1) or more
other purchase rights at a rate equal to Twenty-Five Thousand Dollars ($25,000) worth of Common Stock (determined
on the basis of the Fair Market Value per share on the date or dates of grant) for each calendar year such rights were at
any time outstanding, or, if required pursuant to final revised regulations issued by the U.S. Internal Revenue Service,
for each calendar year such rights were outstanding and exercisable.

          C. If by reason of such accrual limitations, any purchase right of a Participant does not accrue for a particular
Purchase Interval, then the payroll deductions which the Participant made during that Purchase Interval with respect to
such purchase right shall be promptly refunded.

          D. In the event there is any conflict between the provisions of this Article and one or more provisions of the
Plan or any instrument issued thereunder, the provisions of this Article shall be controlling.

IX. EFFECTIVE DATE, TERM OF THE PLAN AND COMPLIANCE WITH LAWS

          A. The Plan was adopted by the Board on January 29, 2009 and shall become effective at the Effective Date,
provided that the Plan shall have been approved by the stockholders of the Corporation, and provided further that no
purchase rights granted under the Plan shall be exercised, and no shares of Common Stock shall be issued hereunder,
until the Corporation shall have complied with all applicable requirements of the 1933 Act (including the registration
of the shares of Common Stock issuable under the Plan on a Form S-8 registration statement filed with the Securities
and Exchange Commission, unless in the opinion of legal counsel to the Corporation, the shares issuable upon
exercise of the purchase rights may be issued in accordance with the terms of an applicable exemption from the
registration requirements of said Act), all applicable listing requirements of any stock exchange on which the
Common Stock is listed for trading and all other applicable requirements established by any applicable U.S. federal,
state or foreign securities laws or other law or regulation. In the event such stockholder approval is not obtained, or
such compliance is not effected, within twelve (12) months after the date on which the Plan is adopted by the Board,
the Plan shall terminate and have no further force or effect, and any sums collected from Participants during the initial
offering period hereunder shall be refunded. The inability of the Corporation to obtain from any regulatory body
having jurisdiction the authority, if any, deemed by the Corporation’s legal counsel to be necessary for the lawful
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issuance and sale of any shares under the Plan shall relieve the Corporation of any liability in respect of the failure to
issue or sell such shares as to which such requisite authority shall not have been obtained. As a condition to the
exercise of a purchase right, the Corporation may require the Participant to satisfy any qualifications that may be
necessary or appropriate, to evidence compliance with any applicable law or regulation, and to make any
representation or warranty with respect thereto as may be requested by the Corporation.
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          B. Unless sooner terminated by the Board, in its sole discretion, the Plan shall terminate upon the earliest of (i)
the date on which all shares available for issuance under the Plan shall have been sold pursuant to purchase rights
exercised under the Plan or (ii) the date on which all purchase rights are exercised in connection with a Change of
Control. No further purchase rights shall be granted or exercised, and no further payroll deductions shall be collected,
under the Plan following such termination.

X. AMENDMENT/TERMINATION OF THE PLAN

          A. The Board may alter, amend, suspend or terminate the Plan at any time to become effective immediately
following the close of any Purchase Interval. However, the Plan may be amended or terminated immediately upon
Board action, if and to the extent necessary the Board or the Plan Administrator, as applicable, determines that such
amendment or termination of the Plan is in the best interests of the Corporation and its stockholders. Such actions by
the Board may include, without limitation, (i) termination of the Plan or any offering period or Purchase Interval, (ii)
acceleration of the Purchase Date of any Purchase Interval, (iii) reduction of the discount or change in the method of
determining the purchase price in any Purchase Interval or offering period (e.g., by determining the purchase price
solely on the basis of the Fair Market Value on the Purchase Date), (iv) reduction in the maximum number of shares
that may be purchased by any Participant or in the aggregate by all Participants on any Purchase Date or (v) any
combination of the foregoing actions.

          B. To the extent necessary to comply with Section 423 of the Code (or any successor rule or provision or any
other applicable law, regulation or stock exchange rule), the Corporation shall obtain shareholder approval for such
amendment or termination in such a manner and to such a degree as required.

XI. RULES FOR FOREIGN JURISDICTIONS.

          A. The Board or Plan Administrator may adopt rules or procedures relating to the operation and administration
of the Non-423(b) component of the Plan to accommodate the specific requirements of local laws and procedures.
Without limiting the generality of the foregoing, the Board or Plan Administrator is specifically authorized to adopt
rules and procedures regarding handling of payroll deductions, payment of interest, conversion of local currency,
payroll tax, withholding procedures and handling of stock certificates which vary with local requirements.

          B. The Board or Plan Administrator may also adopt rules, procedures or sub-plans applicable to particular
Participating Corporations or locations under the non-423 component of the Plan. The rules of such sub-plans may
take precedence over other provisions of this Plan, with the exception of Article III (A), but unless otherwise
superseded by the terms of such sub-plan, the provisions of this Plan shall govern the operation of such sub-plan.

XII. GENERAL PROVISIONS

          A. Nothing in the Plan shall confer upon the Participant any right to continue in the employ of the Corporation
or any Corporate Affiliate for any period of specific duration or interfere with or otherwise restrict in any way the
rights of the Corporation (or any Corporate Affiliate employing such person) or of the Participant, which rights are
hereby expressly reserved by each, to terminate such person’s employment at any time for any reason, with or without
cause.

          B. The Code Section 423(b) Plan is exempt from the application of Section 409A. The Non-423(b) Plan is
intended to be exempt from the application of Section 409A of the Code under the short-term deferral exception and
any ambiguities shall be construed and interpreted in accordance with such intent. Except as provided in Article XII
(C) hereof, in the case of a Participant who would otherwise be subject to Section 409A of the Code, to the extent the
Plan Administrator determines that a purchase right or the exercise, payment, settlement or deferral thereof is subject
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to Section 409A of the Code, the purchase right shall be granted, exercised, paid, settled or deferred in a manner that
will comply with Section 409A of the Code, including Department of Treasury regulations and other interpretive
guidance issued thereunder, including without limitation any such regulations or other guidance that may be issued
after the Effective Date. Anything in the foregoing to the contrary notwithstanding, the Corporation shall have no
liability to a Participant or any other party if the purchase right that is intended to be exempt from, or compliant with
Section 409A of the Code is not so exempt or compliant or for any action taken by the Committee with respect
thereto.

ANNEX C–7
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          C. Although the Corporation may endeavor to (1) qualify a purchase right for favorable tax treatment under the
laws of the United States or jurisdictions outside of the United States or (2) avoid adverse tax treatment (e.g., under
Section 409A of the Code), the Corporation makes no representation to that effect and expressly disavows any
covenant to maintain favorable or avoid unfavorable tax treatment, anything to the contrary in this Plan, including
Article XII (B) hereof, notwithstanding. The Corporation shall be unconstrained in its corporate activities without
regard to the potential negative tax impact on Participants under the Plan.

          D. All costs and expenses incurred in the administration of the Plan shall be paid by the Corporation; however,
each Plan Participant shall bear all costs and expenses incurred by such individual in the sale or other disposition of
any shares purchased under the Plan.

          E. The provisions of the Plan shall be governed by the laws of the State of Texas without regard to that State’s
conflict-of-laws rules.

ANNEX C–8

Edgar Filing: SILICON LABORATORIES INC - Form DEF 14A

127



SCHEDULE A

PARTICIPATING CORPORATIONS UNDER THE
2009 EMPLOYEE STOCK PURCHASE PLAN

AS OF THE EFFECTIVE DATE

I.     CODE SECTION 423(B) PLAN PARTICIPATING CORPORATIONS

               Silicon Laboratories Inc.

II.    NON-423(B) PLAN PARTICIPATING CORPORATIONS

               Silicon Laboratories UK Limited

               Silicon Laboratories International Pte. Ltd.

ANNEX C–9
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APPENDIX

          The following definitions shall be in effect under the Plan:

          A.     Base Salary shall mean the regular base salary or wages, overtime payments and shift premiums paid to a
Participant by one or more Participating Corporations during such individual’s period of participation in one or more
offering periods under the Plan and shall be calculated before deduction of (i) any income or employment tax
withholdings or (ii) any contributions made by the Participant to any Code Section 401(k) salary deferral plan or any
Code Section 125 cafeteria benefit program now or hereafter established by the Corporation or any Corporate
Affiliate. Base Salary shall not include (i) any bonuses, commissions, profit-sharing distributions or other
incentive-type payments or (ii) any contributions made by the Corporation or any Corporate Affiliate on the
Participant’s behalf to any employee benefit or welfare plan now or hereafter established (other than Code Section
401(k) or Code Section 125 contributions deducted from such Base Salary).

          B.      Board shall mean the Corporation’s Board of Directors.

          C.     Change of Control shall mean and includes each of the following:

                   (i)       A transaction or series of transactions (other than an offering of the Common Stock to the general
public through a registration statement filed with the Securities and Exchange Commission) whereby any “person” or
related “group” of “persons” (as such terms are used in Sections 13(d) and 14(d)(2) of the Exchange Act) (other than the
Corporation, any of its subsidiaries, an employee benefit plan maintained by the Corporation or any of its subsidiaries
or a “person” that, prior to such transaction, directly or indirectly controls, is controlled by, or is under common control
with, the Corporation) directly or indirectly acquires beneficial ownership (within the meaning of Rule 13d-3 under
the Exchange Act) of securities of the Corporation possessing more than 50% of the total combined voting power of
the Corporation’s securities outstanding immediately after such acquisition; or

                   (ii)      During any period of two consecutive years, individuals who, at the beginning of such period,
constitute the Board together with any new director(s) (other than a director designated by a person who shall have
entered into an agreement with the Corporation to effect a transaction described in Section C (i) or Section C (iii)
hereof) whose election by the Board or nomination for election by the Corporation’s stockholders was approved by a
vote of at least a majority of the directors then still in office who either were directors at the beginning of the two-year
period or whose election or nomination for election was previously so approved, cease for any reason to constitute a
majority thereof; or

                   (iii)     The consummation by the Corporation (whether directly involving the Corporation or indirectly
involving the Corporation through one or more intermediaries) of (x) a merger, consolidation, reorganization, or
business combination or (y) a sale or other disposition of all or substantially all of the Corporation’s assets in any
single transaction or series of related transactions or (z) the acquisition of assets or stock of another entity, in each
case other than a transaction:

                              (a)     Which results in the Corporation’s voting securities outstanding immediately before the
transaction continuing to represent (either by remaining outstanding or by being converted into voting securities of the
Corporation or the person that, as a result of the transaction, controls, directly or indirectly, the Corporation or owns,
directly or indirectly, all or substantially all of the Corporation’s assets or otherwise succeeds to the business of the
Corporation (the Corporation or such person, the “Successor Entity”)) directly or indirectly, at least a majority of the
combined voting power of the Successor Entity’s outstanding voting securities immediately after the transaction, and
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                              (b)     After which no person or group beneficially owns voting securities representing 50% or more
of the combined voting power of the Successor Entity; provided, however, that no person or group shall be treated for
purposes of this Section C (iii) (b) as beneficially owning 50% or more of combined voting power of the Successor
Entity solely as a result of the voting power held in the Corporation prior to the consummation of the transaction; or

A–1
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                    (iv)    The Corporation’s stockholders approve a liquidation or dissolution of the Corporation.

          The Board shall have full and final authority, which shall be exercised in its discretion, to determine
conclusively whether a Change of Control of the Corporation has occurred pursuant to the above definition, and the
date of the occurrence of such Change of Control and any incidental matters relating thereto.

          D.     Code shall mean the Internal Revenue Code of 1986, as amended.

          E.      Code Section 423(b) Plan shall mean an employee stock purchase plan which is designed to meet the
requirements set forth in Section 423(b) of the Code, as amended. The provisions of the Code Section 423(b) Plan
shall be construed, administered and enforced in accordance with Section 423(b).

          F.      Common Stock shall mean the Corporation’s common stock.

          G.      Corporate Affiliate shall mean any parent or subsidiary corporation of the Corporation (as determined in
accordance with Code Section 424), whether now existing or subsequently established.

          H.     Corporation shall mean Silicon Laboratories Inc., a Delaware corporation, and any corporate successor to
all or substantially all of the assets or voting stock of Silicon Laboratories Inc. which shall by appropriate action adopt
the Plan.

          I.       Exchange Act means the U.S. Securities Exchange Act of 1934, as amended.

          J.       Effective Date shall mean the date of the final purchase under the offering period in effect under the Prior
Plan.

          K.     Eligible Employee shall mean any person who is employed by a Participating Corporation on a basis
under which he or she is regularly expected to render more than twenty (20) hours of service per week for more than
five (5) months per calendar year. For rights to purchase Common Stock granted under the Non-423(b) Plan, Eligible
Employee shall also mean any other employee of a Participating Corporation to the extent that local law requires
participation in the Plan to be extended to such employee, as determined by the Corporation.

          L.      Entry Date shall mean the date an Eligible Employee first commences participation in the offering period
in effect under the Plan. The earliest Entry Date under the Plan shall be the Effective Date.

          M.     Fair Market Value per share of Common Stock on any relevant date shall be determined as of the
“Applicable Date” (as defined below) in accordance with the following provisions:

                    (i)      If the Common Stock is at the time listed on any Stock Exchange, then the Fair Market Value shall
be the closing selling price per share of Common Stock on the Applicable Date on the Stock Exchange determined by
the Plan Administrator to be the primary market for the Common Stock, as such price is officially quoted in the
composite tape of transactions on such exchange. If there is no closing selling price for the Common Stock on the
Applicable Date, then the Fair Market Value shall be the closing selling price on the last preceding date for which
such quotation exists.

                    (ii)      In the absence of an established market for the shares of Common Stock, the Fair Market Value
established by the Plan Administrator acting in good faith.
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          For the purposes of this provision, the “Applicable Date” shall be (a) with respect to any Entry Date, the last
business day immediately preceding the Entry Date and (b) with respect to any Purchase Date, such Purchase Date.

          N.     1933 Act shall mean the Securities Act of 1933, as amended.

          O.     Non-423(b) Plan shall mean an employee stock purchase plan which is not required to meet the
requirements set forth in Section 423(b) of the Code, as amended.

          P.      Participant shall mean any Eligible Employee of a Participating Corporation who is participating in the
Plan.

A–2
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          Q.     Participating Corporations shall mean the Corporation and such Corporate Affiliates as may be authorized
from time to time by the Board to participate in the Plan. The Board may determine that some Participating
Corporations shall be designated to participate in the Non-423(b) Plan. The Participating Corporations in the Code
Section 423(b) Plan and in the Non-423(b) Plan are listed in attached Schedule A.

          R.     Plan shall mean the Corporation’s 2009 Employee Stock Purchase Plan, as set forth in this document, as
amended from time to time, which includes a Code Section 423(b) Plan and a Non-423(b) Plan component.

          S.      Plan Administrator shall mean the committee of two (2) or more Board members appointed by the Board
to administer the Plan.

          T.      Prior Plan shall mean the Silicon Laboratories Inc. Employee Stock Purchase Plan adopted by the Board
on January 5, 2000, as amended.

          U.      Purchase Date shall mean the last business day of each Purchase Interval.

          V.      Purchase Interval shall mean each successive six (6)-month period within the offering period at the end of
which there shall be purchased shares of Common Stock on behalf of each Participant.

          W.    Semi-Annual Entry Date shall mean the last business days in April and October each year (or such other
days as may be established by the Plan Administrator) on which an Eligible Employee may first enter an offering
period.

          X.     Stock Exchange shall mean NASDAQ, the American Stock Exchange or the New York Stock Exchange.

A–3
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SILICON LABORATORIES INC.
400 WEST CESAR CHAVEZ
AUSTIN, TX 78701

VOTE BY INTERNET - www.proxyvote.com
Use the Internet to transmit your voting instructions
and for electronic delivery of information up until
11:59 P.M. Eastern Time the day before the cut-off
date or meeting date. Have your proxy card in hand
when you access the web site and follow the
instructions to obtain your records and to create an
electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE
STOCKHOLDER COMMUNICATIONS
If you would like to reduce the costs incurred by
Silicon Laboratories Inc. in mailing proxy materials,
you can consent to receiving all future proxy
statements, proxy cards and annual reports
electronically via e-mail or the Internet. To sign up
for electronic delivery, please follow the instructions
above to vote using the Internet and, when prompted,
indicate that you agree to receive or access
stockholder communications electronically in future
years.

VOTE BY PHONE - 1-800-690-6903
Use any touch-tone telephone to transmit your voting
instructions up until 11:59 P.M. Eastern Time the
day before the cut-off date or meeting date. Have
your proxy card in hand when you call and then
follow the instructions.

VOTE BY MAIL
Mark, sign and date your proxy card and return it in
the postage-paid envelope we have provided or
return it to Silicon Laboratories Inc., c/o Broadridge,
51 Mercedes Way, Edgewood, NY 11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR
BLACK INK AS FOLLOWS: SLCNL1

KEEP THIS PORTION FOR YOUR
RECORDS  

DETACH AND RETURN THIS
PORTION ONLY  

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

For Withhold For All
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SILICON
LABORATORIES
INC.

All All Except T o  w i t h h o l d
authority to vote for
a n y  i n d i v i d u a l
nominee(s),  mark
“For All Except” and
write the number(s)
of the nominee(s) on
the line below.

Vote On Directors

1. The Election of
Directors

o o o

Class II
Nominees:
01)   Harvey B.
Cash
02)   Necip
Sayiner
03)   David R.
Welland

Vote On Proposals For Against Abstain

2. To ratify the appointment of Ernst & Young LLP as the independent
registered public accounting firm of Silicon Laboratories Inc. for the fiscal
year ending January 2, 2010.

o o o

3. To approve the 2009 Stock Incentive Plan. o o o

4. To approve the 2009 Employee Stock Purchase Plan. o o o

In accordance with the discretion of the proxy holders, to act upon all matters
incident to the conduct of the meeting and upon other matters as may properly
come before the meeting.

The Board of Directors recommends a vote IN FAVOR OF the directors listed above, IN FAVOR OF the
appointment of Ernst & Young LLP, IN FAVOR OF the approval of the 2009 Stock Incentive Plan and IN FAVOR
OF the approval of the 2009 Employee Stock Purchase Plan. This Proxy, when properly executed, will be voted as
specified above. If no specification is made, this Proxy will be voted IN FAVOR OF the election of the directors
listed above, IN FAVOR OF the appointment of Ernst & Young LLP, IN FAVOR OF the approval of the 2009
Stock Incentive Plan and IN FAVOR OF the approval of the 2009 Employee Stock Purchase Plan.

For address changes and/or comments,
please check this box and write them on the
back where indicated.

o

NOTE: Please sign exactly as your name or names
appear(s) on this Proxy. When shares are
held jointly, each holder should sign. When
signing as executor, administrator, attorney,
trustee or guardian, please give full title as
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such. If the signer is a corporation, please
sign full corporate name by duly authorized
officer, giving full title as such. If the signer
is a partnership, please sign in partnership
name by authorized person.

Signature [PLEASE SIGN
WITHIN BOX] Date Signature (Joint

Owners) Date
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting:
The Notice and Proxy Statement and Annual Report are available at www.proxyvote.com.

SLCNL2

This Proxy is Solicited on Behalf of the Board of Directors of

SILICON LABORATORIES INC.

PROXY

Annual Meeting of Stockholders, April 23, 2009

          The undersigned revokes all previous proxies, acknowledges receipt of the Notice of Annual Meeting of
Stockholders (the “Annual Meeting”) of Silicon Laboratories Inc., a Delaware corporation (“Silicon Laboratories”),
and the Proxy Statement and appoints Navdeep S. Sooch and Necip Sayiner, and each of them, the Proxy of the
undersigned, with full power of substitution, to vote all shares of Silicon Laboratories which the undersigned is
entitled to vote, either on his or her own behalf or on behalf of any entity or entities, at the Annual Meeting of
Stockholders of Silicon Laboratories to be held at the Lady Bird Johnson Wildflower Center, 4801 La Crosse
Avenue, Austin, Texas 78739 on Thursday, April 23, 2009 at 9:30 a.m. Central Time, and at any adjournment or
postponement thereof, with the same force and effect as the undersigned might or could do if personally present
thereat. The shares represented by this Proxy shall be voted in the manner set forth on the reverse side.

Address Changes/Comments:
___________________________________________________________________________________
___________________________________________________________________________________________________________

    (If you noted any Address Changes/Comments above, please mark corresponding box on the reverse side.)
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SEE
REVERSE

SIDE

CONTINUED AND TO BE
SIGNED ON REVERSE SIDE

SEE
REVERSE

SIDE
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