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EXAR CORPORATION
48720 KATO ROAD

FREMONT, CALIFORNIA 94538
NOTICE OF 2012 ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON SEPTEMBER 6, 2012

TO THE STOCKHOLDERS OF EXAR CORPORATION:

NOTICE IS HEREBY GIVEN that the 2012 Annual Meeting of Stockholders (the “Annual Meeting”) of EXAR
CORPORATION, a Delaware corporation (the “Company”), will be held on Thursday, September 6, 2012 at 2:30 p.m. local time at the
Company’s Corporate Headquarters at 48720 Kato Road, Fremont, California 94538, for the following purposes:
 

 1. To elect to the Board of Directors the six director nominees named in the attached Proxy Statement to serve until the 2013 Annual
Meeting of Stockholders or until their successors are duly elected and qualified or until their earlier death, resignation or removal.

 

 2. To ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent registered public accounting firm for the
fiscal year ending March 31, 2013.

 

 

3. To approve by stockholder advisory vote the compensation of our named executive officers disclosed in the accompanying Proxy
Statement under the section titled “Executive Compensation”, including the compensation tables and other narrative executive
compensation disclosures therein, required by Item 402 of Securities and Exchange Commission Regulation S-K (a “say-on-pay”
vote).

 

 4. To transact such other business as may properly come before the Annual Meeting or any adjournment(s) or postponement(s)
thereof.

The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice.

The Company’s Board of Directors has fixed the close of business on July 10, 2012 as the record date for the determination of
stockholders entitled to notice of and to vote at the Annual Meeting and at any adjournment(s) or postponement(s) thereof.

All stockholders are cordially invited and encouraged to attend the Annual Meeting. Regardless of whether you plan to attend the Annual
Meeting, please carefully read the accompanying Proxy Statement and vote your shares as promptly as possible so that your shares will be
voted in accordance with your instructions. For specific voting instructions, please refer to the instructions on the enclosed proxy card or on
the Notice of Internet Availability of Proxy Materials that was mailed to you.
 

By Order of the Board of Directors

/s/ Thomas R. Melendrez
THOMAS R. MELENDREZ
Secretary

Fremont, California
July 19, 2012

WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING, PLEASE SUBMIT YOUR PROXY AS PROMPTLY AS POSSIBLE
BY FOLLOWING THE INSTRUCTIONS INCLUDED WITH THE NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIALS OR THE
ENCLOSED PROXY CARD IN ORDER TO ENSURE YOUR REPRESENTATION AT THE ANNUAL MEETING. EVEN IF YOU HAVE GIVEN
YOUR PROXY, YOU MAY STILL VOTE IN PERSON IF YOU ATTEND THE ANNUAL MEETING. PLEASE NOTE, HOWEVER, THAT IF
YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK OR OTHER NOMINEE AND YOU WISH TO VOTE AT THE ANNUAL
MEETING, YOU MUST OBTAIN FROM THE RECORD HOLDER A PROXY ISSUED IN YOUR NAME.



EXAR CORPORATION
48720 KATO ROAD

FREMONT, CALIFORNIA 94538

PROXY STATEMENT
FOR 2012 ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON SEPTEMBER 6, 2012

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS
FOR THE SHAREHOLDER MEETING TO BE HELD ON SEPTEMBER 6, 2012

This proxy statement (the “Proxy Statement”) and the Company’s 2012 Annual Report on Form 10-K (together with the Proxy Statement, the
“Proxy Materials”) are available at www.envisionreports.com/EXAR. This website address contains the following documents: the Notice of
Annual Meeting (the “Notice”), this Proxy Statement and proxy card sample, and the Company’s 2012 Annual Report on Form 10-K. You
are encouraged to access and review all of the important information contained in the Proxy Materials before voting.

QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING

Why are these materials being made available to me?

The Board of Directors (the “Board of Directors” or the “Board”) of Exar Corporation, a Delaware corporation (the “Company”), is soliciting
your proxy for use at the 2012 Annual Meeting of Stockholders (the “Annual Meeting”) to be held on Thursday, September 6, 2012, at 2:30
p.m. local time, or at any adjournment(s) or postponement(s) thereof, for the purposes set forth herein and in the Notice. The Annual Meeting
will be held at the Company’s Corporate Headquarters at 48720 Kato Road, Fremont, California 94538.

Pursuant to the rules and regulations of the Securities and Exchange Commission (the “SEC”), we may furnish the Proxy Materials by
providing access to these documents over the Internet instead of mailing a printed copy of the Proxy Materials to stockholders. Accordingly,
we are providing access to the Proxy Materials over the Internet and sending a Notice of Internet Availability of Proxy Materials (the
“Availability Notice”) to many of our stockholders, which provides instructions for accessing the Proxy Materials on the website referred to
above and in the Availability Notice or to request to receive, without charge, printed copies of the Proxy Materials by mail or electronically by
email on an ongoing basis. We will also mail paper copies of the Proxy Materials to beneficial holders of at least 5,000 shares of our common
stock, to stockholders who have specifically requested receipt of paper copies of the Proxy Materials and to registered holders.

The Availability Notice provides stockholders with instructions regarding how to view the Proxy Materials for the Annual Meeting over the
Internet and how to instruct the Company to send future proxy materials to stockholders electronically by email. Choosing to receive future
proxy materials by email will save the Company the cost of printing and mailing documents to its stockholders and will reduce the impact of
the Company’s annual stockholders’ meetings on the environment. If a stockholder chooses to receive future proxy materials by email, the
stockholder will receive an email next year with instructions containing a link to those materials and a link to the proxy voting site. Any
stockholder’s election to receive Proxy Materials by email will remain in effect until such stockholder revokes the request. Stockholders
electing to receive Proxy Materials by email should understand that there may be costs associated with electronic access, such as usage charges
from Internet access providers, which must be borne by the stockholder.

We intend to mail an Availability Notice and, if applicable, paper copies of the Proxy Materials on or about July 19, 2012 to all stockholders
entitled to vote at the Annual Meeting.
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What are the matters I am being asked to vote on?

There are three matters scheduled for a vote at the Annual Meeting:
 

 •  Proposal 1, the election of the six (6) nominees for director named in Proposal 1 to serve until the 2013 Annual Meeting of
Stockholders or until their successors are duly elected and qualified;

 

 •  Proposal 2, the ratification of the appointment of PricewaterhouseCoopers LLP as the Company’s independent registered public
accounting firm for the fiscal year ending March 31, 2013; and

 

 
•  Proposal 3, an advisory vote to approve the compensation of our named executive officers disclosed in this Proxy Statement under

the section titled “Executive Compensation”, including the compensation tables and other narrative executive compensation
disclosures therein, required by Item 402 of Securities and Exchange Commission Regulation S-K (a “say-on-pay” vote).

Who can vote at the Annual Meeting?

Only stockholders of record at the close of business on July 10, 2012 (the “Record Date”) will be entitled to vote at the Annual Meeting. On
the Record Date, there were 45,668,016 shares of our common stock, par value $0.0001 (“Common Stock”), outstanding and entitled to vote
and there were 277 holders of record of Common Stock. We had no shares of preferred stock outstanding on the Record Date.

Our stock transfer books will not be closed between the Record Date and the date of the Annual Meeting. A list of stockholders entitled to
vote at the Annual Meeting will be available for inspection at our executive offices for a period of ten (10) days before the Annual Meeting.

What is the quorum requirement?

Holders of record of a majority of the outstanding shares entitled to vote must be present, in person or by proxy, at the Annual Meeting in
order to have the required quorum for the transaction of business. Abstentions and broker non-votes are counted as present for the purposes
of determining the presence or absence of a quorum for the transaction of business.

If you are a record holder, your shares will only be counted towards the quorum if you submit a valid proxy or attend the Annual Meeting. If
the shares present, in person or by proxy, at the Annual Meeting do not constitute the required quorum, the meeting may be adjourned to
a subsequent date for the purpose of obtaining a quorum.

What is a broker non-vote?

The term broker non-vote refers to shares held by a brokerage firm or other nominee (for the benefit of its client) that are represented at the
meeting, but with respect to which such broker or nominee is not instructed to vote on a particular proposal and does not have discretionary
authority to vote on that proposal. Brokers and nominees do not have discretionary voting authority on the election of directors and on certain
other non-routine matters, and accordingly may not vote on such matters absent instructions from the beneficial holder. If you hold your
shares in “street name” or through a broker it is important that you give your broker voting instructions. See “If I am a beneficial owner, how
do I cast my vote?” below for more information.

Am I a stockholder of record?

If, at the close of business on the Record Date, your shares were registered directly in your name with our transfer agent, Computershare
Investor Services, LLC, then you are a stockholder of record.

What if my shares are not registered directly in my name but are held in street name?

If, at the close of business on the Record Date, your shares were held in an account at a brokerage firm, bank or other nominee, then you are
the beneficial owner of shares held in street name. The broker, bank or other
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nominee holding your account is considered the stockholder of record for purposes of voting at the Annual Meeting, but as a beneficial owner
you have the right to direct the broker, bank or other nominee on how to vote the shares in your account.

If I am a stockholder of record, how do I cast my vote?

If you are a stockholder of record, you can vote in person at the Annual Meeting. If you do not wish to vote in person or will not be attending
the Annual Meeting and you received an Availability Notice, you may vote by proxy over the Internet. Alternatively, if you received a printed
copy of the Proxy Materials by mail, you may also complete, sign and return the accompanying proxy card or vote your proxy over the
telephone or Internet. If you vote by proxy, your vote must be received by 1:00 p.m. Central Time, on September 6, 2012 to be counted.

The telephone and Internet voting procedures are designed to authenticate stockholders’ identities, to allow stockholders to grant a proxy to
vote their shares and to confirm that stockholders’ instructions have been recorded properly. Stockholders participating in these programs
should understand that there may be costs associated with electronic access, such as usage charges from Internet access providers and
telephone companies, which must be borne by the stockholder.

If I am a beneficial owner, how do I cast my vote?

If you are a beneficial owner of shares held in street name, you should have received an Availability Notice or a printed copy of the Proxy
Materials from the broker, bank or other nominee that is the record holder of your shares. Beneficial owners that received an Availability
Notice or a printed copy of the Proxy Materials from the record holder should follow the instructions provided by the record holder to transmit
their voting instructions to the broker, bank or other nominee. For a beneficial owner to vote in person at the Annual Meeting, the beneficial
owner must obtain a valid proxy from the record holder. To request the required proxy form, follow the instructions provided by your broker,
bank or other nominee or contact them.

If your shares are held in street name through a broker, certain rules affect how your shares are voted in connection with the election of
directors. If you do not provide your broker with instructions on how to vote your shares, your broker may not vote your shares except in
connection with matters deemed “routine” under such rules. Previously, the election of directors was considered to be a routine matter, and
your broker was thus able to vote your shares without instructions from you. The election of directors is no longer considered to be a routine
matter and your broker will no longer be able to vote on the election of directors without your instructions. Accordingly, if your broker sends
a request for instructions on how to vote, you are requested to provide those instructions to your broker so that your vote can be counted.

How many votes do I have?

You have one vote for each share of Common Stock held on the Record Date on each matter to be voted upon at the Annual Meeting.
Stockholders may not cumulate votes in the election of directors.

What types of votes are permitted on each proposal?

With regard to the election of directors (Proposal 1), votes may be cast in favor of or withheld from each nominee; votes that are withheld will
be excluded entirely from the vote and will have no effect (other than for purposes of the Board’s majority vote policy described below).

The types of votes permitted for Proposal 2, the ratification of the appointment of PricewaterhouseCoopers LLP as the Company’s
independent registered public accounting firm for the fiscal year ending March 31, 2013, and Proposal 3, the say-on-pay vote, are a vote “For”
or “Against” or to abstain.
 

3



How many votes are needed to approve each proposal?

For Proposal 1, directors are elected by a plurality of the votes present in person or represented by proxy and entitled to vote at the Annual
Meeting, meaning that the six nominees for election to the Board who receive the highest number of affirmative votes shall be elected as
directors. You may not vote for more than six nominees, and the proxies solicited by this Proxy Statement may not be voted for more than six
nominees. The election of directors is not a matter on which a broker or other nominee is empowered to vote and therefore there may be broker
non-votes on Proposal 1; however, broker non-votes and abstentions will have no effect on the outcome of the election of candidates for
director. Notwithstanding the foregoing, the Board of Directors has adopted a policy that, in an uncontested election, any person elected to the
Board who did not receive the affirmative vote of at least a majority of the shares present in person or represented by proxy and entitled to vote
at the annual meeting of stockholders shall immediately submit his or her resignation to the Board. The Board will then accept or reject such
resignation as it shall deem advisable and in the best interests of our stockholders. Should any nominee(s) become unavailable to serve before
the Annual Meeting, the proxies will be voted by the proxy holders for such other person(s) as may be designated by our Board of Directors
or for such lesser number of nominees as may be prescribed by the Board of Directors. Votes cast for the election of any nominee who has
become unavailable will be disregarded.

The other matters submitted for stockholder approval at the Annual Meeting will be decided by the affirmative vote of the holders of a majority
of shares present in person or represented by proxy and voting on such matter. Only “FOR” and “AGAINST” votes are counted for purposes
of determining the votes received in connection with such proposals, and therefore broker non-votes and abstentions have no effect on
determining whether the affirmative vote constituted a majority of the shares present in person or represented by proxy and voting on such
matter. Note, however, that Proposal 3 is an advisory vote and that, as such, the result of voting on that proposal is non-binding on the
Company. However, the Board of Directors and the Compensation Committee value the opinions of our stockholders and will consider the
outcome of that vote when making future compensation decisions for our named executive officers.

Broker non-votes are excluded from the “for,” “against” and “abstain” counts, and instead are reported simply as “broker non-votes.”

How are votes counted?

All votes will be tabulated by the inspector of elections appointed for the Annual Meeting, who will separately tabulate affirmative and
negative votes, abstentions and broker non-votes.

What if I vote by proxy but do not make specific choices?

If you complete the proxy voting procedures but do not specify how you want to vote your shares, your shares will be voted “For” Proposals
1 - 3. Your proxy will vote your shares using his or her best judgment with respect to any other matters properly presented for a vote at the
meeting.

Can I change my vote after submitting my proxy?

Yes, you can revoke your proxy at any time before the final vote at the Annual Meeting. You may revoke your proxy in any one of the
following ways:
 

 •  It may be revoked by filing a written notice of revocation or a duly executed proxy card bearing a later date with the Secretary of the
Company at our corporate headquarters, 48720 Kato Road, Fremont, California 94538.

 

 
•  If you choose to vote over the Internet or by telephone until the voting deadline, you can change your vote by voting again using

the same method used for the original vote (i.e., over the Internet or by telephone) so long as you retain the voter control number
from your Availability Notice or proxy card.

 

 •  If you vote over the Internet or by telephone pursuant to instructions from your bank or broker, those instructions should inform
you how to revoke your proxy or change your vote.
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If you are a record holder, your proxy may also be revoked by attending the Annual Meeting and voting in person; however, attendance at the
Annual Meeting will not, by itself, revoke a proxy. If you are a beneficial owner and desire to revoke your proxy and vote in person at the
Annual Meeting, you must follow the instructions from your broker or bank to revoke your proxy and obtain a proxy from the record holder.
See “If I am a beneficial owner, how do I cast my vote?” above for more information.

What does it mean if I receive more than one Availability Notice or printed copy of the Proxy Materials?

If you receive more than one Availability Notice or printed copy of the Proxy Materials, your shares are registered in more than one name or
are registered in different accounts. Please follow the voting instructions included in each to ensure that all of your shares are voted.

How can I find out the results of the voting at the Annual Meeting?

Preliminary voting results will be announced at the Annual Meeting. Final voting results will be published in a Form 8-K filed with the SEC
within four (4) business days following the Annual Meeting.

When are stockholder proposals due for the 2013 Annual Meeting of Stockholders?

Proposals of stockholders that are intended to be presented at the Company’s 2013 Annual Meeting of Stockholders must be received by the
Company not later than March 21, 2013 in order to be included in the proxy statement and proxy relating to that annual meeting. Further,
stockholders who wish to present a proposal for consideration at the Company’s 2013 Annual Meeting of Stockholders, whether or not they
want such proposal included in the Company’s proxy statement, must submit such proposal in accordance with the Company’s Bylaws and
the proposal must be received by the Company not earlier than April 9, 2013 and not later than May 9, 2013. Proposals received before
April 9, 2013 or after May 9, 2013 will be considered untimely and may not be presented at the Company’s 2013 Annual Meeting of
Stockholders. In addition, the Proxy solicited by the Board of Directors for the 2013 Annual Meeting of Stockholders will confer
discretionary authority to vote on any stockholder proposal presented at that annual meeting, unless the Company receives notice of such
proposal before May 31, 2013.

You are advised to review our Bylaws, which contain additional requirements about advance notice of stockholder proposals and director
nominations. Our Bylaws are available in the Investor Relations section of our corporate website, www.exar.com, under the Corporate
Governance tab.

Who is paying for this proxy solicitation?

We will bear the entire cost of solicitation, including the preparation, assembly, Internet hosting, printing and mailing of the Proxy Materials
and any additional solicitation materials furnished to stockholders. The original solicitation of proxies by mail may be supplemented by
a solicitation by telephone, telegram, or other means by directors, officers or employees. Such individuals, however, will not be compensated
by us for those services.

These materials are being sent to brokers, nominees and other stockholders of record by U.S. mail or by courier, or by electronic mail if so
requested. Copies of solicitation materials will be furnished to brokerage houses, fiduciaries, and custodians holding shares in their names but
that are beneficially owned by others so that they may forward these solicitation materials to such beneficial owners. In addition, we may
reimburse such persons for their costs in forwarding these solicitation materials to such beneficial owners.

We have also engaged Alliance Advisors to assist it in the solicitation of proxies, and expect to pay Alliance Advisors approximately $5,000
for its services.
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What is “householding” of the Company’s Proxy Materials?

The SEC adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for annual reports and
proxy statements or Notices of Internet Availability of Proxy Materials, as applicable, with respect to two or more securityholders sharing the
same address by delivering a single annual report and proxy statement or Notice of Internet Availability of Proxy Materials, as applicable,
addressed to those securityholders. This process, which is commonly referred to as “householding,” potentially means extra convenience for
securityholders and cost savings for companies.

Brokers with account holders who are Company stockholders will be “householding” the Company’s Proxy Materials. A single annual report
and proxy statement or Notice of Internet Availability of Proxy Materials, as applicable, will be delivered to multiple stockholders sharing an
address unless contrary instructions have been received from the affected stockholders. Once you have received notice from your broker or the
Company that they will be “householding” communications to your address, “householding” will continue until you are notified otherwise or
until you revoke your consent. If, at any time, you no longer wish to participate in “householding” and would prefer to receive a separate
annual report and proxy statement or Notice of Internet Availability of Proxy Materials, as applicable, please notify your broker and direct
your written request to Exar Corporation, Attention: Investor Relations M/S 210, 48720 Kato Road, Fremont, California 94538, or contact the
Company directly at (510) 668-7201.

Stockholders who currently receive multiple copies of the annual report and proxy statement or Notice of Internet Availability of Proxy
Materials at their address and would like to request “householding” of their communications should contact their broker.
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CORPORATE GOVERNANCE AND BOARD MATTERS

Our Board of Directors currently consists of six members, each serving for a term of one year expiring at the Annual Meeting: Messrs. Izak
Bencuya, Louis DiNardo, Pierre Guilbault, Brian Hilton, Richard L. Leza and Gary Meyers.

The Board believes that good corporate governance is essential to ensure that the Company is managed for the long-term benefit of our
stockholders. The Board and management have undertaken a comprehensive and continuous effort to regularly review and enhance our
governance policies and practices. In conducting this review, we look to suggestions by various authorities on corporate governance, the
practices of other public companies, the provisions of the Sarbanes-Oxley Act of 2002 and Dodd–Frank Wall Street Reform and Consumer
Protection Act of 2010, various new and proposed rules of the SEC, and the listing standards of The Nasdaq Global Select Market, referred to
in this Proxy Statement as Nasdaq.

Corporate Governance Principles and Code of Ethics

Our Board has adopted Corporate Governance Principles that guide its actions with respect to, among other things, the composition of the
Board and its decision-making processes, Board meetings and the involvement of management, the Board’s standing committees and
procedures for appointing members of the committees, and its performance evaluation of our Chief Executive Officer. In addition, the Board
has adopted a Code of Business Conduct and Ethics, referred to in this proxy statement as the Code of Ethics, which applies to all of our
employees, directors and officers, and a Code of Ethics for Principal Executives, Executive Management and Senior Financial Officers. The
Code of Ethics and Code of Ethics for Principal Executives, Executive Management and Senior Financial Officers, as applied to our principal
executive officer, principal financial officer and principal accounting officer, constitutes our “code of ethics” within the meaning of Section 406
of the Sarbanes-Oxley Act and is our “code of conduct” within the meaning of the listing standards of Nasdaq. These documents are reviewed
and revised on a periodic basis and are available in the Investor Relations section of our corporate website, www.exar.com, under the
Corporate Governance tab. Stockholders may obtain a copy of any of these documents free of charge by submitting a written request to: Exar
Corporation, 48720 Kato Road, Fremont, California 94538, Attn: Investor Relations, M/S 210. We intend to post any amendments to the
codes and policy, as well as any waivers that are required to be disclosed by the rules of either the SEC or Nasdaq, on the Company’s website
or by filing a Form 8-K.

Director Independence

Our Corporate Governance Principles provide that a majority of the Board and all members of the Audit, Compensation and Corporate
Governance and Nominating Committees of the Board will be independent. On an annual basis, each director and executive officer is obligated
to complete a director and officer questionnaire that requires disclosure of any transactions with the Company in which a director or executive
officer, or any member of his or her immediate family, has a direct or indirect interest. Following completion of these questionnaires, the
Board, with the assistance of the Corporate Governance and Nominating Committee, makes an annual determination as to the independence of
each director using the current standards for “independence” established by the SEC and Nasdaq, additional criteria set forth in our Corporate
Governance Principles and consideration of any other material relationship a director may have with the Company.

The Board determined that each of Messrs. Bencuya, Hilton, Leza and Meyers is an “independent director” under applicable SEC rules and the
Nasdaq listing standards. Mr. DiNardo, as our full-time President and Chief Executive Officer, is not an independent director. Mr. Leza is
currently an independent director but was not considered an independent director during his service as President and Chief Executive Officer
(Interim) from November 2011 until January 2012. In making its independence determination with respect to Mr. Guilbault, the Board
evaluated ordinary course transactions during the last three fiscal years between us and our largest
 

7



distributor, Future Electronics, Inc. (“Future”), of which Mr. Guilbault serves as an executive officer. The Board determined that, as a result of
our business relationship with Future, Mr. Guilbault is not an “independent director” under the listing standards of Nasdaq.

As a result of the foregoing, a majority of the Board and all directors serving on the Audit Committee, Corporate Governance and Nominating
Committee, and the Compensation Committee are independent directors under applicable SEC rules and the Nasdaq listing standards.

Board Committees and Meetings

During fiscal year 2012, the Board of Directors held 14 meetings and acted by written consent one time. During fiscal year 2012, each
incumbent director attended at least 75% of the aggregate of (i) the total number of meetings of the Board (held during the period for which
such person was a director) and (ii) the total number of meetings held by all committees of the Board on which such director served (during
the periods that such director served on such committees). Members of the Board and its committees also consulted informally with
management from time to time, and the independent directors met in executive session regularly without the presence of management or other
non-independent directors.

The Board of Directors maintains three standing committees: an Audit Committee, a Compensation Committee and a Corporate Governance
and Nominating Committee. Each committee serves under a written charter adopted by the Board which is reviewed annually by the committee
and revised by the Board from time to time, as appropriate. The current charters for the Audit Committee, the Compensation Committee and
the Corporate Governance and Nominating Committee and information concerning direct communication with non-employee directors are
available in the Investor Relations section of our corporate website, www.exar.com, under the Corporate Governance tab. The Board
committees are reviewed at least annually at the Board meeting that follows the Annual Meeting, and the composition and/or chairs of one or
more committees may change at that time or at such other time as the Board determines to make any such changes.

Audit Committee

The Audit Committee currently consists of three (3) directors: Messrs. Hilton (Chair), Bencuya and Meyers. The Audit Committee reviews
financial reports, the Company’s system of internal control over financial reporting and the Company’s auditing, accounting and financial
processes. The Audit Committee’s primary duties and responsibilities as described in its charter are to: (i) appoint our independent registered
public accounting firm, evaluate our independent registered public accounting firm’s qualifications, independence and performance and
approve the compensation of our independent registered public accounting firm, (ii) review and discuss with management and our independent
registered public accounting firm the Company’s audited financial statements and the effectiveness of the Company’s internal control over
financial reporting; (iii) review and pre-approve any proposed related-party transactions and/or affiliated transactions and (iv) oversee our risk
management process. The Audit Committee held 9 meetings and did not act by written consent during fiscal year 2012. The Board of
Directors has determined that Mr. Hilton is an “audit committee financial expert” as defined by Item 407 of SEC Regulation S-K and that each
member of the Audit Committee is an “independent director” as currently defined under the Nasdaq listing standards and is “independent” as
that term is defined in SEC Rule 10A-3.

Compensation Committee

The Compensation Committee currently consists of three (3) Directors: Messrs. Bencuya (Chair), Leza and Meyers. Mr. Hilton also served on
the Compensation Committee in lieu of Mr. Leza during Mr. Leza’s service as the Company’s President and Chief Executive Officer (Interim)
from November 2011 until January 2012. The Compensation Committee assists the Board of Directors by reviewing, approving, modifying
and administering the Company’s compensation plans, arrangements and programs.
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Pursuant to its charter, the Compensation Committee’s primary responsibilities include the following:
 

 •  evaluating the performance of, and reviewing and approving the compensation of, the Company’s Chief Executive Officer and
President;

 

 
•  evaluating the performance of, and reviewing and approving the compensation of, each employee who (i) is a Section 16 executive

officer of the Company, (ii) is a Vice President and reports directly to the Chief Executive Officer and President, or (iii) has a base
salary rate of $200,000 or more per year;

 

 •  reviewing and advising the Board of Directors concerning both regional and industry-wide compensation practices and trends in
order to assess the adequacy and competitiveness within the industry of our management compensation programs;

 

 
•  reviewing and recommending for adoption by the Board of Directors equity compensation plans, incentive and bonus programs,

retirement plans, deferred compensation plans, and other similar plans and programs, and reviewing and recommending
amendments to any such plans or programs; and

 

 •  administering the Company’s equity compensation plans, incentive and bonus programs, retirement plans, deferred compensation
plans, and other similar plans and programs.

The Compensation Committee held 15 meetings and did not act by written consent during fiscal year 2012. The Board of Directors has
determined that each member of the Compensation Committee is an “independent director” as currently defined under the Nasdaq listing
standards.

The Compensation Committee has delegated to the Chief Executive Officer the authority to make any applicable option grants to new
employees (other than executive officers) using grant levels previously approved by the Compensation Committee. In each case, grants
approved by the Compensation Committee or the Chief Executive Officer do not become effective until the first trading day of the month
following the month in which the grant was approved. The Compensation Committee has implemented this process to help ensure that option
grants are done on a regular and consistent basis without regard to stock price performance or the Company’s release of material information.
The Company’s executive officers, including the Named Executive Officers (as identified below), do not have any role in determining the
form or amount of compensation paid to the Company’s Named Executive Officers and the Company’s other executive officers. However, the
Compensation Committee does consider the recommendations of the Company’s Chief Executive Officer and President in setting
compensation levels for the Company’s other executive officers.

Pursuant to its charter, the Compensation Committee is authorized to retain, and to approve the fees of, such independent compensation
consultants and other outside experts or advisors as it believes to be necessary or appropriate to carry out its duties. For a description of the
Compensation Committee’s processes and procedures for determining the compensation levels for our executive officers, please see the
“Compensation Discussion and Analysis” section below.

Corporate Governance and Nominating Committee

The Corporate Governance and Nominating Committee currently consists of three (3) Directors: Messrs. Leza (Chair), Hilton and Bencuya.
Mr. Hilton also served as Chair the Corporate Governance and Nominating Committee in lieu of Mr. Leza during Mr. Leza’s service as the
Company’s President and Chief Executive Officer (Interim) from November 2011 until January 2012. The Corporate Governance and
Nominating Committee adopts and reviews compliance with ethical principles and governance standards applicable to the Company’s directors
and executive officers to ensure corporate integrity and responsibility. The Corporate Governance and Nominating Committee also interviews,
evaluates, nominates and recommends individuals for membership on the Company’s Board of Directors and committees thereof. The
Corporate Governance and Nominating Committee held five meetings and did not act by written consent during fiscal year 2012. The Board of
Directors has determined that each member of the Corporate Governance and Nominating Committee is an “independent director” as currently
defined under the Nasdaq listing standards.
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If the Corporate Governance and Nominating Committee chooses to identify new director candidates for Board membership, it is authorized to
retain, and to approve the fees of, third party director search firms to help identify prospective Director nominees. The Corporate Governance
and Nominating Committee has not formally adopted any specific, minimum qualifications that must be met by each candidate for the Board of
Directors, nor are there specific qualities or skills that are necessary for one or more of the members of the Board of Directors to possess. The
Corporate Governance and Nominating Committee believes that candidates and nominees must possess characteristics that will provide us
with a Board comprised of directors who (i) are predominantly independent, (ii) are of high integrity, (iii) have or have had experience in
positions with a high degree of professional or industry responsibility, (iv) are or were leaders in the companies or institutions with which
they are or were affiliated, (v) have qualifications that will increase overall Board effectiveness, (vi) have the ability and willingness to commit
sufficient time to the Board and (vii) meet other requirements as may be required by applicable rules, such as financial literacy or financial
expertise with respect to audit committee members.

As provided in our Corporate Governance Principles, the Board is committed to diversified membership, seeking members from diverse
professional backgrounds who combine a broad spectrum of experience and expertise with a reputation for integrity and do not have
professional commitments which might otherwise unreasonably interfere with the demands and duties needed to fully consider Company
related matters or conflict with our interests. We believe our directors should possess the highest personal and professional integrity and
values, and be committed to representing the long-term interests of our stockholders. While we have not prescribed specific standards for
considering diversity among director nominees, we have determined it is desirable for the Board as a whole to encompass a range of talent,
perspectives, background, skills and professional experience, enabling it to provide sound guidance with respect to the Company’s operations
and interests. We expect our directors to possess high personal and professional ethics, practical wisdom, sound judgment, an inquisitive
disposition and business acumen. We also endeavor to have a Board that reflects a range of experiences at policy making levels, as well as
executive-level experience in areas and industries that are important to our business. We generally seek directors with strong reputations and
experience in areas relevant to our strategy and operations, particularly in industries and markets that we serve as well as key geographic
markets where we operate. We typically seek directors with experience in significant leadership positions, industry-specific knowledge,
experience and insight and an understanding of finance and financial reporting processes. In addition to such experience, we believe our
directors should possess other key individual characteristics and attributes that are important to an effective board. We believe it important for
our directors to possess the aptitude or experience to understand fully the legal responsibilities of a director and the governance processes of a
public company, as well as the personal qualities to be able to make a substantial active contribution to Board deliberations, including
intelligence and wisdom, self-assuredness and interpersonal skills, courage, commitment, the willingness to ask a difficult question and the
ability to engage management and each other in a collaborative and constructive fashion.

The Board has adopted a retirement age policy of 70 years of age, provided that the Board may choose to waive this policy in the case of any
director or nominee as the Board shall deem appropriate and in the best interests of the Company’s stockholders.

In order to identify and evaluate nominees for director, the Corporate Governance and Nominating Committee regularly reviews the current
composition and size of the Board of Directors, reviews qualifications of nominees, evaluates the performance of the Board of Directors as
a whole, and evaluates the performance and qualifications of individual members of the Board of Directors eligible for re-election at the annual
meeting of stockholders. In doing so, the Corporate Governance and Nominating Committee considers such factors as character, diversity,
skills, judgment, independence, industry experience, professional expertise, corporate experience, length of service, other commitments and the
like, and the general needs of the Board, including applicable independence requirements. The Corporate Governance and Nominating
Committee considers each individual candidate both in the context of the current composition of the Board and the evolving needs of our
business. The Corporate Governance and Nominating Committee uses the same process for evaluating all nominees, regardless of the original
source of the nomination.
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The Corporate Governance and Nominating Committee will consider recommendations for candidates to the Board of Directors from
stockholders. A stockholder that desires to recommend a candidate for election to the Board of Directors shall direct the recommendation in
writing to Exar Corporation, attention Corporate Secretary, 48720 Kato Road, Fremont, California 94538. In evaluating such
recommendations, the Corporate Governance and Nominating Committee seeks to achieve a balance of knowledge, experience and capability
on the Board and to address the membership criteria set forth above. A stockholder that desires to nominate a candidate for election to the
Board of Directors shall direct the nomination in writing to Exar Corporation, attention Corporate Secretary, 48720 Kato Road, Fremont,
California 94538, on a timely basis in accordance with the Company’s Bylaws, and must include the candidate’s name, age, home and
business contact information, detailed biographical data and qualifications, including principal occupation or employment; the class and
number of shares of the Company that are beneficially owned by the candidate; a description of all arrangements or understandings between
the stockholder and the candidate and any other person or persons (naming such person or persons) pursuant to which the nomination is to be
made by the stockholder; information regarding any relationships between the candidate and the Company within the last three years;
information regarding the recommending person’s name, address and ownership of Company stock; a statement from the recommending
stockholder in support of the candidate; references, particularly within the context of the criteria for Board membership, including issues of
character, diversity, skills, judgment, independence, industry experience, professional expertise, corporate experience, length of service, other
commitments and the like; a written indication by the candidate of her/his consent to be named in the proxy statement, if nominated, and to
serve, if elected; and any other information relating to the stockholder or to the candidate that is required to be disclosed in solicitations of
proxies for election of directors, or is otherwise required, in each case pursuant to Regulation 14A under the Securities Exchange Act of 1934,
as amended, or the Company’s Bylaws.

Policy Regarding Director Attendance at Annual Meetings of Stockholders

Under our Corporate Governance Principles, the Company requires all incumbent directors and nominees for election to the Board to attend
each annual meeting of stockholders. All of the Company’s then serving directors attended the 2011 Annual Meeting of Stockholders held on
August 31, 2011 other than Oscar (Juan) Rodriguez, who was not a nominee for reelection to the Board.

Stockholder Communications with the Board of Directors

A stockholder that desires to communicate directly with the Board of Directors or one or more of its members concerning the affairs of the
Company shall direct the communication in written correspondence by letter to Exar Corporation, attention Corporate Secretary, 48720 Kato
Road, Fremont, California 94538. When such communication is intended for individual members of the Board of Directors, the intended
recipients shall be clearly indicated in bold type at the beginning of the letter. Alternatively, a stockholder may communicate with the non-
employee members of the Board via our website at: www.exar.com under the Contact Us - IR tab.

Board Leadership Structure

As provided in our Corporate Governance Principles, our policy as to whether the role of the Chairman and the Chief Executive Officer
should be separate is to adopt the practice that best serves the stockholders’ interests and our needs at any particular time. We currently
separate the roles of Chief Executive Officer and Chairman as we believe this structure enhances the Board’s oversight of, and independence
from, Company management, the ability of the Board to carry out its roles and responsibilities on behalf of our stockholders and our overall
corporate governance structure. By separating the roles of Chief Executive Officer and Chairman, the Chief Executive Officer is able to focus
his time and energy on managing the Company and leverage the experience and perspective of our Chairman, who is well positioned to
provide our Chief Executive Officer with guidance, advice and counsel regarding our business, operations and strategy. We believe that our
separate Chief Executive Officer/Chairman structure is the most appropriate and effective leadership structure for the Company and our
stockholders at this time.
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Board Oversight of Risk Management

The Board believes that evaluating how the executive team manages the various risks confronting us is one of its most important areas of
oversight. The Board believes an effective risk management system will timely identify the material risks that we face, communicate necessary
information with respect to material risks to senior executives and, as appropriate, to the Board or relevant Board committee, implement
appropriate and responsive risk management strategies consistent with our risk profile, and integrate prudent risk management into our
decision-making.

In carrying out this critical responsibility, the Board is advised periodically by key members of management with primary responsibility for
risk management, including our Chief Executive Officer, Chief Financial Officer and General Counsel, and periodically reviews risks
associated with our strategic plan. The Board also exercises its risk oversight responsibilities through its various committees. The Board has
designated the Audit Committee with primary responsibility over evaluating and monitoring our overall risk management processes. Among
its duties, the Audit Committee is charged with discussing policies with respect to risk assessment and risk management and the steps
management has taken to monitor and control such exposure. The Audit Committee reviews with management our policies with respect to risk
assessment and management of risks that may be material to the Company, our system of disclosure controls and system of internal control
over financial reporting, and our compliance with legal and regulatory requirements. In addition, the Audit Committee meets regularly with
management, including our senior internal auditor, and in private sessions with our independent registered public accounting firm, where
aspects of risk management are discussed. The Audit Committee makes periodic reports to the Board regarding such briefings, as well as the
Audit Committee’s own analysis and conclusions regarding the adequacy of our risk management processes. While our Audit Committee has
primary responsibility for overseeing enterprise risk management, each of our other Board committees also considers risk within its area of
responsibility. For example, our Corporate Governance and Nominating Committee reviews risks related to legal and regulatory compliance as
they relate to corporate governance structure and processes, and our Compensation Committee reviews risks related to compensation matters.
Our Board is periodically apprised by the committee chairs of significant risks and management’s responses to those risks.

Our management is responsible for day-to-day risk management. Our finance and legal teams serve as the primary monitoring and testing
function for company-wide policies and procedures, and manage the day-to-day oversight of the risk management strategy for our ongoing
business. This oversight includes identifying, evaluating, and addressing potential risks that may exist at the enterprise, strategic, financial,
operational, and compliance and reporting levels. In addition, the Board encourages management to promote a corporate culture that
incorporates risk management into our corporate strategy and day-to-day business operations. Each of our Chief Executive Officer, Chief
Financial Officer and General Counsel have primary responsibility for and oversight of certain aspects of risk management and report to the
Board on such matters. The Board also continually works, with the input of our executive officers, to assess and analyze the most likely areas
of future risk for the Company. We believe that the division of risk management responsibilities described above is an effective approach for
addressing the risks facing the Company and that our Board leadership structure supports this approach.

Risk Assessment of Compensation Policies and Practices

Our compensation programs throughout the organization are designed to maintain an appropriate balance between long-term and short-term
incentives by utilizing a combination of compensation components, including base salary, annual incentive awards, and long-term equity
awards. Although not all employees in the organization have compensation comprised of all three of those components, the compensation
programs are generally structured so that any short-term cash incentives are not likely to constitute the predominant element of an employee’s
total compensation package and that other components will serve to balance any incentive to take inappropriate risks that short-term cash may
otherwise compensation opportunities may otherwise encourage. For a discussion of the primary components of the compensation packages
for the Company’s executive officers, please see the section below entitled “Executive Compensation—Compensation Discussion and
Analysis.”
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In general, our incentive compensation programs are designed to reward eligible employees who commit to and deliver on goals which are
intended to be challenging yet provide them a reasonable opportunity to reach the baseline amounts, while requiring meaningful growth to
reach the target level and substantial growth to reach the maximum level. The amount of growth required to reach the maximum level of
compensation is intended to be achievable within the context of our normal business planning cycle and we do not believe it to be at such an
aggressive level that it would induce eligible employees to take inappropriate risks that could threaten our financial and operating stability.
While a number of employees participate in performance-based incentive plans, we believe that those plans are structured in a manner that
encourages the participating employees to remain focused on both the short- and long-term operational and financial goals of the Company in
several key respects. For example, our sales employees are included in annual sales commission incentive plans that are subject to in-line and
cross functional review during both the design stage and the incentive payment process. Payments are based upon the achievement of current
quarter qualified design wins and revenue numbers against established targets. In order to help ensure that payments are made only on
qualified transactions, the quarterly payment amount is based on net revenue (less customer returns).

A significant portion of the compensation provided to our executive officers and other senior employees of is in the form of long-term equity
awards that are important to help further align the interests of the recipient with those of our stockholders. We believe that these awards do not
encourage unnecessary or excessive risk taking because the ultimate value of the awards is tied to our stock price. These equity awards are
subject to long-term vesting schedules to help ensure that recipients have significant value tied to our long-term and sustained stock price
performance.

Based on these considerations, we do not believe that our compensation programs create risks that are reasonably likely to have a material
adverse effect on the Company.

Summary of Non-Employee Director Compensation

Compensation for members of the Company’s Board of Directors who are not also employed by the Company or any of its subsidiaries,
referred to herein as “Non-Employee Directors,” during fiscal year 2012 generally consisted of cash retainers and an annual equity award. The
compensation paid to Messrs. DiNardo and Leza, each of whom served as the Company’s Chief Executive Officer and President during part
of fiscal year 2012, is presented below in the Summary Compensation Table and the related explanatory tables within the “Executive
Compensation” section below.

Cash Retainers.

Under the current compensation program for Non-Employee Directors, the annual retainer for each Non-Employee Director is $40,000. The
Chairperson of the Board receives an additional $20,000 annual retainer; the Chairperson of the Audit Committee receives an additional
$20,000 annual retainer; the Chairperson of the Compensation Committee receives an additional $10,000 annual retainer; and the Chairperson
of the Corporate Governance and Nominating Committee receives an additional $6,000 annual retainer.

In addition, each member of the Audit Committee (other than the Chairperson) receives an additional annual retainer of $8,000; each member
of the Compensation Committee (other than the Chairperson) receives an additional annual retainer of $4,000; and each member of the
Corporate Governance and Nominating Committee (other than the Chairperson) receives an additional annual retainer of $3,000.

We also reimburse Non-Employee Directors for documented expenses for travel and professional education incurred in connection with their
duties as directors of the Company.

Equity Awards.

Under the current compensation program for Non-Employee Directors, on the first trading day of the month following a Non-Employee
Director’s initial election or appointment to the Board of Directors, the
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Non-Employee Director will, subject to prior approval by the Board of Directors or the Compensation Committee, receive an option to
purchase 24,000 shares of our Common Stock. This initial option will have an exercise price equal to the closing price of our Common Stock
on the grant date and will vest in three equal annual installments over the three-year period following the grant date. In addition, on the first
trading day of the month following such Non-Employee Director’s initial election or appointment to the Board of Directors, the Non-
Employee Director will, subject to prior approval by the Board of Directors or the Compensation Committee, receive 28,000 restricted stock
units (with the first 7,000 of such restricted stock units subject to proration based on the amount of time elapsed since the most recent annual
meeting of stockholders). This initial restricted stock unit award will vest in four annual installments of 7,000 units each on, with respect to
each year, the earlier to occur of the anniversary of the grant date or the annual meeting of stockholders that occurs in such year (with the first
such installment, in the case of a prorated award, consisting of the prorated portion of the first 7,000 units).

The program also provides that each Non-Employee Director continuing in office after an annual meeting of stockholders will, subject to prior
approval by the Board of Directors or the Compensation Committee, receive 7,000 restricted stock units upon the first trading day of the
month following the annual meeting date. This restricted stock unit award will vest in full upon the earlier of the fourth anniversary of the
grant date or the annual meeting of stockholders that occurs in the fourth year following such grant date. A Non-Employee Director serving as
Chairperson of the Board of Directors as of an annual meeting date will receive an additional 2,500 restricted stock units upon the first trading
day of the month following the annual meeting date. The Chairperson restricted stock unit award will vest upon the earlier of the first
anniversary of the grant date or the next annual meeting of stockholders following such grant date.

In implementing changes to the program in 2011, the Board of Directors deemed it appropriate that each of the current Non-Employee
Directors continuing in office following the 2011 annual meeting of stockholders would, following such annual meeting of stockholders and
subject to prior approval by the Board of Directors or the Compensation Committee, receive an additional one-time grant of 6,000 restricted
stock units upon the first trading day of the month following the annual meeting date. This restricted stock unit award vests in three annual
installments of 2,000 units each on, with respect to each year, the earlier to occur of the anniversary of the date on which the award is
approved by the Board of Directors or the Compensation Committee or the annual meeting of stockholders that occurs in such year. As a
result, each Non-Employee Director continuing in office following the 2011 annual meeting of stockholders received a grant of 13,000
restricted stock units (other than Mr. Leza, who received an additional 2,500 restricted stock units for his service as Chairperson of the Board
of Directors).

In June 2012, the Board of Directors revised the compensation program to provide that the option granted to a Non-Employee Director upon
initially being elected or appointed to the Board of Directors would cover 40,000 shares of Common Stock (rather than 24,000 shares) and
would vest in annual installments over four years after the grant date (rather than three years). In addition, the revised compensation program
provides for each Non-Employee Director in office on July 2, 2012 to be granted an option to purchase 40,000 shares of Common Stock on
that date that will vest in equal annual installments over a four-year period, and for each Non-Employee Director continuing office following
an annual meeting of stockholders, commencing with the 2013 annual meeting, to be granted an option to purchase 10,000 shares of Common
Stock (in addition to the restricted stock unit awards described above) that will vest in one installment four years after the grant date. Each of
these option grants will have an exercise price equal to the closing price of our Common Stock on the grant date.

Each of the grants of restricted stock units and stock options to the Non-Employee Directors as described above will be made in accordance
with our equity grant practices and will vest in full upon a change of control of the Company. The equity awards granted to our Non-
Employee Directors during fiscal year 2012 are described in footnote (3) to the Director Compensation Table below. Each of these awards
was granted under, and is subject to the terms of, the Company’s 2006 Equity Incentive Plan (the “2006 Plan”). The Board of Directors or the
Compensation Committee administers the 2006 Plan as to Non-Employee Director awards.
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Director Compensation Table—Fiscal Year 2012

The following table presents information regarding the compensation paid for fiscal year 2012 to the Non-Employee Directors. As noted
above, the compensation paid to Messrs. DiNardo and Leza, each of whom served as the Company’s Chief Executive Officer and President
during part of fiscal year 2012, is presented below in the Summary Compensation Table and the related explanatory tables within the
“Executive Compensation” section below.
 

Name   

Fees
Earned or

Paid in
Cash
($)    

Stock
Awards
($)    

Option
Awards
($)    

Non-Equity
Incentive Plan
Compensation

($)    

Change in
Pension Value

and
Nonqualified

Deferred
Compensation

Earnings
($)    

All Other
Compensation

($)    
Total

($)  
(a)   (b)    (c)    (d)    (e)    (f)    (g)    (h)  

Izak Bencuya    59,500     77,350     —       —       —       —       136,850  
Pierre Guilbault    40,000     77,350     —       —       —       —       117,350  
Brian Hilton    64,528     77,350     —       —       —       —       141,878  
Gary Meyers    50,000     77,350     —       —       —       —       127,350  
J. Oscar Rodriguez    19,322     —       —       —       —       —       19,322  
 

 The amounts reported in Columns (c) and (d) of the table above for fiscal year 2012 reflect the fair value on the grant date of the stock
awards and option awards, respectively, granted to our Non-Employee Directors during fiscal year 2012. These values have been
determined under the principles used to calculate the grant-date fair value of equity awards for purposes of our financial statements. For a
discussion of the assumptions and methodologies used to value the awards reported in Column (c) and Column (d), please see the
discussion of stock awards and option awards contained under the section entitled “Stock-Based Compensation” beginning on page 90
of our Annual Report on Form 10-K for fiscal year 2012 filed with the SEC on June 14, 2012.

 The following table presents the number of outstanding and unexercised option awards and the number of unvested stock awards held
by each of the Non-Employee Directors as of April 1, 2012.

 

Director   
Number of Shares Subject to

Outstanding Options as of  4/1/12   
Number of Unvested Restricted

Stock Units as of 4/1/12  

Izak Bencuya    24,000     28,000  
Pierre Guilbault    34,852     28,000  
Brian Hilton    43,200     28,000  
Gary Meyers    24,000     28,000  
J. Oscar Rodriguez    54,000     —    

 

 As described above, we granted each of the Non-Employee Directors an award of restricted stock units on September 1, 2011 following
our 2011 annual meeting of stockholders. The awards to each Non-Employee Director consisted of 13,000 restricted stock units and had
a grant-date fair value of $77,350. For these purposes, the “grant-date fair value” of an award is the fair value on the grant date
determined under the principles used to calculate the grant-date fair value of equity awards for purposes of our financial statements. See
footnote (1) above for the assumptions and methodologies used to value these awards.

 Mr. Rodriguez ceased serving on the Board of Directors following the 2011 annual meeting of stockholders.
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Director Stock Ownership Guidelines

The Board has adopted the following stock ownership guidelines for its directors:

Director candidates who have agreed to stand for election by the stockholders or for appointment by the Board of Directors to fill a vacancy
are asked to purchase a nominal number of shares of our Common Stock (at least 1,000 shares). The shares should normally be acquired as
follows:
 

 1. In the case of appointment by the Board of Directors to fill a vacancy on the Board of Directors, either before or within 30 days
following such appointment; or

 

 2. In the case where a new candidate is to stand for election by the stockholders, the Common Stock should be purchased upon
nomination by the Board of Directors to stand for election by the stockholders.

Within three years of becoming a director, each director is expected to accumulate and thereafter continue to hold a minimum of 14,500 shares
of our Common Stock. Restricted stock and shares issued upon distribution pursuant to restricted stock units are applied toward this goal. The
shares must be held by the director as an individual or as part of a family trust. Shares subject to outstanding and unexercised options do not
count for purposes of this stock ownership requirement.

It is intended that directors hold, through outright ownership and through equity award grants, a meaningful number of shares of our Common
Stock and that the guidelines be flexible in appropriate circumstances in order to avoid foreclosing the appointment of viable candidates for the
Board of Directors. We believe that each current director who has served on the Board for at least three years is in compliance with these
ownership guidelines.
 

16



PROPOSAL 1

ELECTION OF DIRECTORS

The size of the Board of Directors is currently fixed at six (6) directors, and the Board of Directors is presently composed of six (6) members
with no vacancies. The term of office for each of our directors expires at the Annual Meeting.

The Board of Directors, upon the recommendation of the Corporate Governance and Nominating Committee, has nominated Messrs. Izak
Bencuya, Louis DiNardo, Pierre Guilbault, Brian Hilton, Richard L. Leza and Gary Meyers for election to the Board at the Annual Meeting.
Each of the nominees is a current director who was elected by our stockholders at the 2011 annual meeting of stockholders, with the exception
of Mr. DiNardo, who is a current director and who was recommended by the Corporate Governance and Nominating Committee and was
appointed to the Board of Directors on January 3, 2012 when he became our Chief Executive Officer and President. If elected at the Annual
Meeting, each of the nominees will serve as a director for a term of one year expiring at the 2013 annual meeting of stockholders, or until his
successor is duly elected and qualified or until his earlier death, resignation or removal. Each individual nominated for election has agreed to
serve if elected, and we have no reason to believe that any nominee will be unable to serve if elected. If each of the nominees above are elected
at the Annual Meeting, the Board of Directors following the Annual Meeting will be comprised of six members with no vacancies.

There is no family relationship between any of our directors or executive officers and there are no arrangements or understandings between
any of our directors and any other person pursuant to which such director was or is to be selected as a director (other than such arrangements
or understandings with such directors acting solely in their capacities as such).

The following table sets forth certain information as of the Record Date concerning our current directors:
 

Name  Age  
Director

Since   Position with Exar  
Audit

Committee  
Compensation

Committee   

Corporate
Governance

and
Nominating
Committee   Independence 

Izak Bencuya   58    2009   Director   X    C    X    Y  
Louis DiNardo

 

 52  
 

 2012  
 

Chief Executive Officer
and President, Director     

 N  

Pierre Guilbault   58    2007   Director      N  
Brian Hilton   69    2007   Director   C     X    Y  
Richard L. Leza   65    2006   Chairman of Board    X    C    Y  
Gary Meyers   47    2008   Director   X    X     Y  

A brief description of the principal occupation, position and business experience, including other public company directorships, for at least the
past five years of each of our current directors is set forth below (each of whom has been nominated for re-election to the Board). Each
director’s biographical information includes a description of the primary experience, qualifications, attributes or skills that qualify the director
to serve on the Company’s Board of Directors at this time.

Directors Standing for Re-election

IZAK BENCUYA

Izak Bencuya became a director of the Company in February 2009. Dr. Bencuya is an independent consultant on Energy and Power
Management in Alternative Energy Applications. Dr. Bencuya was the Chief Executive Officer of Deeya Energy, a cleantech company
dedicated to developing and manufacturing electrical energy storage systems, from June 2008 until April 2010. He worked for 13 years at
National Semiconductor and then
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was the Executive Vice President of Fairchild Semiconductor and the General Manager of the Functional Power Products Group in San Jose,
California until the end of 2007. Dr. Bencuya has over 25 years of power semiconductor industry experience. He began his career at Yale
University where he researched ultra thin oxide MOS devices. Dr. Bencuya later worked at GTE Laboratories and Siliconix in various
research and management roles to develop and market leading edge Power Devices, such as MOSFETs, IGBTs and SITs. He joined Fairchild
Semiconductor in 1994 to start the Power Products business which grew to be a $950 million annual revenue business under his leadership
providing Power Semiconductor solutions for all power supply applications in the computing, communications, industrial, consumer and
automotive markets. Dr. Bencuya has a B.S. in Electrical Engineering from Bogazici University in Istanbul, Turkey and an M.S. and PhD in
Engineering and Applied Science from Yale University. He is a member of the IEEE Electron Device Society. Dr. Bencuya holds 22 patents
and has been published extensively in the electronics field. Among other qualifications, Dr. Bencuya brings extensive technological
experience, knowledge and background in the semiconductor industry and related fields, to the Board of Directors.

LOUIS DINARDO

Louis DiNardo became a director of the Company in January 2012, when he became our Chief Executive Officer and President. Prior to
joining Exar, he was a Partner at Crosslink Capital, a stage-independent venture capital and growth equity firm based in San Francisco, which
he joined in January of 2008 and focused on semiconductor and alternative energy technology investment in private companies. Mr. DiNardo
was a partner at VantagePoint Venture Partners from January of 2007 through January of 2008. Mr. DiNardo was President and Chief
Operating Officer at Intersil Corporation from January 2005 through October 2006. Prior to his promotion, Mr. DiNardo held the position of
Executive Vice President of the Power Management Business at Intersil. He held the position of President and Chief Executive Officer, as
well as Co-Chairman of the Board of Directors at Xicor Corporation, a public company, from 2000 until Intersil acquired the company in July
of 2004. Mr. DiNardo spent thirteen years at Linear Technology where he was Vice President of Worldwide Marketing and General Manager
of the Mixed-Signal Business Unit. He began his career in the semiconductor industry at Analog Devices Incorporated where he served for
eight years in a variety of technical and management roles. Mr. DiNardo holds a B.A. from Ursinus College, 1981. Mr. DiNardo currently
serves on Board of Directors of Synapsense Corporation, a privately-held manufacturer of high performance Data Center Infrastructure
Management (DCIM) energy efficiency products, located in Folsom, California. Mr. DiNardo also is Chairman of the Board of Directors of
SoloPower Incorporated a privately-held manufacturer of thinfilm solar cells and flexible solar modules, located in San Jose, California.
Among other qualifications, Mr. DiNardo bring extensive experience as an executive and board member of technology companies, as well as
his commitment and operational knowledge as our Chief Executive Officer and President, to the Board of Directors.

PIERRE GUILBAULT

Pierre Guilbault became a director of the Company upon the acquisition of Sipex Corporation (“Sipex”) by the Company in August 2007.
Mr. Guilbault served as a member of Sipex’s board of directors from September 2006 to August 2007. He has been with Future Electronics
Inc. (“Future”), the Company’s largest distributor and an affiliate of the Company’s largest stockholder, since October 2002 as Executive Vice
President and Chief Financial Officer. Prior to joining Future, Mr. Guilbault was Executive Vice President and Chief Financial Officer of My
Virtual Model, Motion International Inc. and Steinberg, Inc. Mr. Guilbault became a Chartered Accountant in 1981 and earned a bachelor’s
degree in Business Administration from University of Quebec at Montreal. Among other qualifications, Mr. Guilbault brings extensive
finance experience in both high-technology and other industries as well as related international business experience (in particular in Canada),
including service as a public company chief financial officer, to the Board of Directors.

BRIAN HILTON

Brian Hilton became a director of the Company the acquisition of Sipex by the Company in August 2007. Mr. Hilton served as a member of
Sipex’s board of directors from July 2004 to August 2007 and as the Chairman
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of the board of directors of Sipex from October 2006 to August 2007. He has over 35 years of experience in the semiconductor industry.
Mr. Hilton has been retired since 2002. From 1997 to 2002, Mr. Hilton was President of Avnet Electronics Marketing, a global electronics
distributor. In this role, Mr. Hilton was responsible for building Avnet’s Asian business and expanding its presence in Europe, the Middle
East and Africa. Prior to Avnet, Mr. Hilton spent 30 years at Motorola, Inc., reaching the position of Corporate Vice President and Director of
Worldwide Sales and Marketing for Motorola Semiconductor Products Sector (“SPS”). From 1979 to 1981, Mr. Hilton served as Vice
President Finance & Administration for Motorola SPS. From 1976 to 1978, Mr. Hilton served as the Vice President and Corporate Controller
for Motorola Canada Limited. From 1969 to 1971, Mr. Hilton served as Division Controller for the Motorola Automotive Products Division.
From 1964 to 1967, Mr. Hilton participated in the General Motors financial management program. Mr. Hilton currently serves as a director of
Border States Electric. Mr. Hilton graduated with a BA from the University of Manitoba. Among other qualifications, Mr. Hilton brings
extensive finance and accounting experience in both high-technology and other industries, in particular strong channel experience, to the Board
of Directors.

RICHARD L. LEZA

Richard L. Leza became a director of the Company in October 2005 and was elected Chairman of the Board in September 2006. He was
appointed as the acting Chief Executive Officer and President (Interim) of the Company in February 2007, and he served in that position until
August 2007. In November 2011, Mr. Leza was appointed interim Chief Executive Officer and President and served in this capacity until
January 2, 2012. Mr. Leza was the founder, Chairman and Chief Executive Officer of AI Research Corporation, an early stage venture capital
firm specializing in the areas of business-to-business software, information technology, medical devices and medical analytical software
applications. Mr. Leza served in such position, which was his principal occupation and employment, from 1988 to 2007. He was also the co-
founder, past Chairman and past President of Hispanic-Net, a non-profit organization. From 1998 to 2001, Mr. Leza was the co-founder,
Chairman and Chief Executive Officer of CastaLink, Inc., a provider of a web-based supply chain collaboration solution. From 1997 to 1999,
Mr. Leza served as co-founder, Chairman and Chief Executive Officer of NucleoTech Corporation, an application software company focused
on digital image-driven analytical DNA software solutions. From 1982 to 1988, he was co-founder, Chairman and Chief Executive Officer of
RMC Group, Inc., which provided management and research services for public and private technology companies. Mr. Leza was a board
member of the Stanford Graduate School of Business Advisory Council from 2001 to 2007 and is Emeriti Director of the New Mexico State
University Foundation Board. Mr. Leza served as a director of AI Research Corporation from 1988 to 2008. Mr. Leza is now a member of the
SEC Advisory Committee on Small and Emerging Companies. He is a three time member of Hispanic Business Magazine’s top 100
influential Hispanics in the United States. He is the author of various publications, writing on topics such as exporting, venture capital and
developing business plans. Mr. Leza earned an MBA from the Stanford University Graduate School of Business and a B.S. in Civil
Engineering from New Mexico State University. Among other qualifications, Mr. Leza brings financial expertise as well as a valuable and
different perspective due to his broad technology background and experience in venture capital to the Board of Directors.

GARY MEYERS

Gary Meyers became a director of the Company in May 2008. In April 2012, Mr. Meyers became President and Chief Executive Officer of
FusionOps, a provider of cloud based supply chain analytics solutions. Mr. Meyers also serves on the board of directors of Oasys Design
Systems, an Electronic Design Automation (EDA) firm. Mr. Meyers served as Vice President and General Manager, Synplicity Business
Group of Synopsys, Inc., a leading supplier of EDA software from May 2008 through April 2010. From October 2004 until its acquisition by
Synopsys in May 2008, Mr. Meyers served as President and Chief Executive Officer of Synplicity, Inc., a public company supplying EDA
tools for the programmable logic market, and from January 2005 until its acquisition as a member of the board of directors of Synplicity. From
August 2004 to October 2004, he served as Synplicity’s President and Chief Operating Officer, and from November 1999 to August 2004,
Mr. Meyers served as Synplicity’s Vice President of Worldwide Sales. Mr. Meyers served on the board of directors of
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SpiraTech Limited prior to its acquisition by Mentor Graphics Corporation and the board of directors of Mentor Graphics Corporation from
May 2011 to May 2012. He also held a number of senior management positions at LSI Corporation. Mr. Meyers has an MBA from UCLA,
and he received his BSEE, Summa Cum Laude, from the University of Maryland. Among other qualifications, Mr. Meyers brings extensive
experience in the semiconductor industry, in particular a strong systems level background, as well as executive leadership experience, to the
Board of Directors.

Required Vote

The affirmative vote of the holders of a plurality of the shares present in person or represented by proxy at the Annual Meeting and voting is
required for the election of each of the above nominees. The six (6) nominees for election to the Board who receive the highest number of
affirmative votes shall be elected as directors. You may not vote for more than six nominees, and the proxies solicited by this Proxy Statement
may not be voted for more than six nominees. The election of directors is not a matter on which a broker or other nominee is empowered to
vote and therefore there may be broker non-votes on Proposal 1; however, broker non-votes and abstentions will have no effect on the
outcome of the election of candidates for director.

Notwithstanding the foregoing, the Board of Directors has adopted a policy that, in an uncontested election, any nominee elected to the Board
but not receiving the affirmative vote of at least a majority of the shares present in person or represented by proxy and voting at the Annual
Meeting shall immediately submit his or her resignation to the Board. The Board will then accept or reject such resignation as it shall deem
advisable and in the best interests of our stockholders.

Should any nominee(s) become unavailable to serve before the Annual Meeting, the proxies will be voted by the proxy holders for such other
person(s) as may be designated by the Board of Directors or for such lesser number of nominees as may be prescribed by the Board of
Directors. Votes cast for the election of any nominee who has become unavailable will be disregarded.

Recommendation of the Board of Directors

The Board of Directors recommends a vote FOR the election of the above nominees.
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PROPOSAL 2

RATIFICATION OF APPOINTMENT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of the Board of Directors has appointed the firm of PricewaterhouseCoopers LLP, independent registered public
accounting firm for the Company during the fiscal year ended April 1, 2012, to serve in the same capacity for the fiscal year ending March 31,
2013, and is asking the stockholders to ratify this appointment. In the event the stockholders fail to ratify the appointment, the Audit
Committee of the Board of Directors will reconsider its selection. Even if the selection is ratified, the Audit Committee in its discretion may
direct the appointment of a different independent registered public accounting firm at any time during the year if the Audit Committee believes
that such a change would be in the best interests of the Company and its stockholders.

Representatives of PricewaterhouseCoopers LLP are expected to be present at the Annual Meeting, will have an opportunity to make
a statement if they desire to do so, and are expected to be available to respond to appropriate questions.

Fees Paid to Principal Accountant

The following table shows the fees paid or accrued by us for audit and other services provided by PricewaterhouseCoopers LLP for fiscal
years 2011 and 2012:
 

Description of Services   2012    2011  

Audit Fees   $937,750    $895,000  
Audit-Related Fees   $ 6,000     —    
All Other Fees    —      $ 150 

Total   $943,750    $895,150  

Audit Fees. Audit Fees relate to professional services rendered in connection with the audit of our annual financial statements and the
audit of internal controls and the related management assessment of internal controls, quarterly review of financial statements included in our
Quarterly Report on Form 10-Q, and audit services provided in connection with other statutory and regulatory filings.

Audit-Related Fees. Audit-Related Fees include professional services reasonably related to the audit of our financial statements, including
but not limited to consultation on accounting standards or transactions and audits of employee benefit plans.

Tax Fees. Tax Fees include professional services related to tax compliance, tax advice and tax planning, including but not limited to, the
preparation of federal and state tax returns.

All Other Fees. All Other Fees include professional services related to non-audit related consulting services.

Audit Committee Pre-Approval Policies and Procedures

The Audit Committee’s charter requires that the Audit Committee pre-approve all audit and non-audit services provided to the Company by the
independent auditors. All of the fiscal year 2012 audit services were pre-approved by the Audit Committee of the Company’s Board of
Directors, and the Company’s independent auditors did not provide non-audit services to the Company in fiscal year 2012.
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Required Vote

The affirmative vote of a majority of the shares present in person or represented by proxy and voting on the matter is required to ratify the
selection of PricewaterhouseCoopers LLP as the Company’s independent registered public accounting firm.

Recommendation of the Board of Directors

The Board of Directors recommends that the stockholders vote FOR the ratification of the selection of PricewaterhouseCoopers LLP to serve
as the Company’s independent registered public accounting firm for the fiscal year ending March 31, 2013.
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PROPOSAL 3

ADVISORY VOTE TO APPROVE EXECUTIVE COMPENSATION

The Company is providing its stockholders with the opportunity to cast a non-binding, advisory vote to approve the compensation of the
Named Executive Officers as disclosed in this proxy statement (including in the compensation tables and narratives accompanying those tables
as well as in the Compensation Discussion and Analysis).

As described more fully in the Compensation Discussion and Analysis beginning on page 32 of this proxy statement, the objectives of our
executive compensation program are to allow us to recruit and retain superior talent, to create a direct relationship between executive
compensation and performance, and to create proper incentives to enhance the value of the Company and reward superior performance.

In furtherance of these objectives, the Company’s executive compensation program includes a number of features intended to reflect best
practices in the market and help ensure that the program reinforces stockholder interests by linking the compensation we pay to our executives
directly to our performance. These features include the following:
 

 

•  Under the executive compensation arrangements approved for Mr. DiNardo in connection with his hiring as Chief Executive
Officer in January 2012, approximately 91.3% of his target total direct compensation is performance based and/or linked to the
value of the Company’s stock price (based on the equity awards granted to him early in 2012 under his employment agreement and
his target annual incentive for fiscal year 2013).

 

 

•  The equity awards granted to Mr. DiNardo under his employment agreement included stock options and performance-based
restricted stock units. The options have value only if the Company’s stock price increases during the vesting period, and a portion
of these options are subject to performance-based vesting requirements and will vest only if the Company’s stock price achieves
specified levels over fiscal years 2013 through 2016. Mr. DiNardo’s performance-based restricted stock units vest only if specified
financial targets for fiscal years 2013 through 2015 are achieved and long-term service requirements are met.

 

 
•  The long-term incentive equity awards granted to the other Named Executive Officers in fiscal year 2012 consisted of stock options

which are subject to four-year vesting schedules and have value only if the Company’s stock price increases over the vesting
period.

 

 

•  Annual incentive awards for executives are subject to achievement of specific short-term goals deemed important to our long-term
growth and success. These awards are determined based on multiple financial goals, and no incentives are paid unless the Company
achieves threshold levels of performance. The performance goals established under the program are intended to be challenging, and
consistent with our pay-for-performance philosophy, no amounts have been paid to the Company’s executives under the program
since fiscal year 2008.

 

 
•  Annual incentive awards are also granted in the form of restricted stock units, rather than cash bonuses, and thus further link the

interest of executives with those of stockholders as the value of the bonus opportunity fluctuates with the Company’s stock price
over the corresponding year. The awards (if payable) are subject to maximum payout amounts.

Our executive compensation program has been carefully designed to support our long-term business strategies and drive creation of
stockholder value. We believe that it is aligned with the competitive market for talent, very sensitive to Company performance and structured to
provide long-term incentives to maintain and improve the Company’s long-term profitability. We believe the program delivers reasonable pay
which is strongly linked to Company performance over time and compares favorably with the compensation programs of our peer companies.
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Given the information provided above and elsewhere in this Proxy Statement and in accordance with the requirements of Section 14A of the
Securities Exchange Act (which was added by the Dodd-Frank Wall Street Reform and Consumer Protection Act) and the related SEC rules
and regulations, the Board of Directors asks you to approve the following resolution:

“RESOLVED, that the Company’s stockholders approve the compensation of the Company’s Named Executive Officers described in the
Proxy Statement under the section titled “Executive Compensation”, including the Compensation Discussion and Analysis, compensation
tables and other narrative executive compensation disclosures therein, required by Item 402 of Regulation S-K.”

The Company’s current policy is to provide stockholders with an opportunity to approve the compensation of the Named Executive Officers
each year at the annual meeting of stockholders. It is expected that the next such vote will occur at the 2013 annual meeting of stockholders.

Required Vote

The say-on-pay proposal will be decided by the affirmative vote of a majority of the shares present in person or represented by proxy and
voting on the matter.

As an advisory vote, this proposal is non-binding on the Company, the Board of Directors or the Compensation Committee, and will not be
construed as overruling a decision by, or creating or implying any additional fiduciary duty for, the Board of Directors or the Compensation
Committee. However, the Board of Directors and the Compensation Committee value the opinions of our stockholders and will consider the
outcome of the vote when making future compensation decisions for our named executive officers.

Recommendation of the Board of Directors

The Board of Directors recommends that the stockholders vote FOR the approval of the compensation of our named executive officers
disclosed in this Proxy Statement under the section titled “Executive Compensation,” including the compensation tables and other narrative
executive compensation disclosures therein, required by Item 402 of SEC Regulation S-K.

OTHER MATTERS

The Company knows 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 proxy to vote the shares they represent as the Board of Directors
recommends. Discretionary authority with respect to such other matters is granted by the execution of a proxy.
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EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth information, as of April 1, 2012, concerning shares of our Common Stock authorized for issuance under all of
the Company’s equity compensation plans. We maintain the following equity compensation plans: the Exar Corporation 1996 Non-Employee
Directors’ Stock Option Plan (the “Exar Director Plan”), the Exar Corporation 1997 Equity Incentive Plan (the “Exar 1997 Plan”), the Exar
Corporation 2000 Equity Incentive Plan (the “Exar 2000 Plan”) and the 2006 Plan. Other than the Exar 2000 Plan, each of these plans has
been approved by the Company’s stockholders. In addition, pursuant to its merger with Sipex Corporation, the Company assumed the
following plans: the Sipex Corporation 1997 Stock Option Plan (the “Sipex 1997 Plan”), the Sipex Corporation 1999 Stock Plan (the “Sipex
1999 Plan”), the Sipex Corporation 2000 Non-Qualified Stock Option Plan (the “Sipex 2000 Plan”), the Sipex Corporation Amended and
Restated 2002 Nonstatutory Stock Option Plan (the “Sipex 2002 Plan”) and the Sipex 2006 Plan. Other than the Sipex 2000 Plan and the
Sipex 2002 Plan, each of these plans was approved by the stockholders of Sipex Corporation.
 

Plan category   

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

warrants and rights
(a)   

Weighted-average
exercise price of

outstanding options,
warrants and rights

(b)   

Number of securities remaining
available for future issuance  under

equity compensation plans
(excluding securities reflected in

column (a))  

Equity compensation plans approved
by stockholders    5,403,037   $ 7.34    5,285,202  

Equity compensation plans not
approved by stockholders    1,403,089   $ 6.73    —    

Total    6,806,126   $ 7.20    5,285,202  
 

 Of these shares, 162,000 were subject to stock options granted under the Exar Director Plan, 25,000 were subject to stock options
granted under the Exar 1997 Plan, 4,174,485 were subject to stock options granted under the 2006 Plan, 67,018 were subject to stock
options granted under the Sipex 1999 Plan, and 398,218 were subject to stock options granted under the Sipex 2006 Plan. In addition,
this number includes 576,316 shares that were subject to outstanding stock unit awards granted under the 2006 Plan. Our authority to
grant new awards under the Exar Director Plan and the Exar 1997 Plan terminated on September 7, 2006. This number and the number
reflected in column (b) do not include 114,497 shares that were subject to stock options assumed by the Company that were outstanding
under the Sipex 1997 Plan or that were subject to grants not made under a plan at the time of our acquisition of Sipex Corporation (such
assumed options having a weighted average exercise price per share of $9.06). No new awards may be granted under the Sipex 1997
Plan.

 This amount does not reflect the outstanding restricted stock unit awards granted under the 2006 Plan.
 Of these shares, 5,188,706 were available for award grants under the 2006 Plan, none were available for award grants under the Sipex

1999 Plan, and 96,496 were available for award grants under the Sipex 2006 Plan. The shares available for awards under these plans
are, subject to certain other limits under the applicable plan, generally available for any type of award authorized under that plan,
including stock options, stock appreciation rights, restricted stock awards, stock bonuses and other stock-based awards.

 Of these shares, 24,976 were subject to stock options granted under the Exar 2000 Plan, 58,895 were subject to stock options granted
under the Sipex 2000 Plan, and 119,218 were subject to stock options granted under the Sipex 2002 Plan. Our authority to grant new
awards under the Exar 2000 Plan terminated on September 7, 2006. In addition, 1,200,000 of these shares were subject to stock options
granted to Mr. DiNardo in connection with his commencing employment with the Company. These options were not granted under any
of the Company’s equity incentive plans.

Equity Compensation Plans Not Approved by Stockholders

Exar 2000 Plan. In September 2000, our Board of Directors approved the Exar 2000 Plan. The Exar 2000 Plan is administered by our Board
of Directors or a committee of our Board of Directors (“Committee”) and provides for
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the grant of non-statutory options, stock bonuses, rights to purchase restricted stock, or a combination of the foregoing (collectively “Stock
Awards”) to employees and consultants in our service or in the service of our affiliates. Options granted under the Exar 2000 Plan have an
exercise price that is not less than the fair market value of our Common Stock on the date of grant. The Exar 2000 Plan provides that vested
options may generally be exercised for (a) three months after termination of service other than due to death or disability, (b) twelve months
after termination of service as a result of disability, or (c) eighteen months after termination of service as a result of death. The Exar 2000 Plan
permits options to be exercised with cash, other shares of our Common Stock, or any other form of legal consideration acceptable to our
Board of Directors or Committee. In the event of (i) a dissolution or liquidation, (ii) a merger or consolidation in which we are not the
surviving corporation, (iii) a reverse merger in which we are the surviving corporation, but the shares of our Common Stock outstanding
immediately preceding the merger are converted into other property, or (iv) any other capital reorganization in which more than 50% of our
shares entitled to vote are exchanged, excluding in each case a capital reorganization in which the purpose is to change the state of our
incorporation, the Exar 2000 Plan provides that each outstanding stock award will fully vest and become exercisable for a period of at least ten
(10) days. Outstanding stock awards that are not exercised prior to the occurrence of any of the listed events will terminate on the date of such
event, unless the successor corporation assumes such awards.

Sipex 2000 Plan and Sipex 2002 Plan. The Sipex 2000 Plan was adopted by the Sipex board of directors on October 31, 2000, and the Sipex
2002 Plan was adopted by the Sipex board of directors on September 21, 2001. Pursuant to the merger, we assumed the options that were
outstanding under these plans at the time of the merger and have the authority to make grants under these plans after the merger. Under the
terms of these plans and as provided under the applicable listing exchange rules, our Board of Directors or Committee may grant nonqualified
stock options to individuals employed by Sipex or its subsidiaries on or after the merger date and other eligible persons not employed by us or
our subsidiaries at the time of the merger. Our Board of Directors or Committee determines the purchase price for any shares of our Common
Stock subject to an option granted under these plans, the vesting schedule (if any) applicable to each grant, the term of each grant, and the other
terms and conditions of each grant, in each case subject to the limitations of the applicable plan. Generally, options granted under these plans
may not be for a term of more than ten years and, subject to limited exceptions, the exercise price of those options may not be less than the fair
market value of the stock subject to the award at the time of the grant.

The Sipex 2000 Plan provides that vested options may generally be exercised for (a) three months after termination of service other than as a
result of death or disability, or (b) 180 days after termination of service as a result of death or disability. The Sipex 2002 Plan provides that
vested options may generally be exercised for (a) three months after termination of service other than due to death or disability, or (b) six
months after termination of service as a result of disability or death. Each of these plans permits options to be exercised with cash, other shares
of our Common Stock, or any other form of legal consideration acceptable to our Board of Directors or Committee. Our Board of Directors or
Committee has the authority to accelerate the vesting of any option under these plans. In the event of a consolidation, merger, or asset sale, the
board of directors of any entity assuming these plans shall, as to any outstanding options, either (i) make appropriate provision for the
continuation of such options, (ii) provide that such options must be exercised within a specified period time, at the conclusion of which any
unexercised options will terminate, or (iii) terminate all options in exchange for a cash payment.

Inducement Option Grant to Mr. DiNardo. In January 2012, Mr. Di Nardo was granted an option to purchase 1,200,000 shares of the
Company’s common stock. The grant was made as an inducement to Mr. DiNardo to accept employment with the Company and was not
made under any of the Company’s stock incentive plans. The vesting and other material terms of Mr. DiNardo’s option grant are described
below under “Description of Employment Agreements,” and the other terms of Mr. DiNardo’s option are generally the same as those of other
options granted under the 2006 Plan.
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SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding the beneficial ownership of our Common Stock as of July 10, 2012:
 

 •  each stockholder who is known by the Company to own beneficially more than 5% of our Common Stock;
 

 •  each of our Named Executive Officers;
 

 •  each of our directors; and
 

 •  all of our directors and executive officers as a group.

Unless otherwise indicated, to the Company’s knowledge, all persons listed below have sole voting and investment power with respect to their
shares of Common Stock, except to the extent authority is shared by spouses under applicable law. Beneficial ownership is determined in
accordance with the rules of the SEC. Applicable percentage ownership is based on 45,668,016 shares of Common Stock outstanding as of
July 10, 2012. In computing the number and percentage of shares beneficially owned by a particular person, shares of Common Stock subject
to options currently exercisable or exercisable within sixty (60) days after July 10, 2012 and restricted stock units for shares of Common
Stock which are scheduled to vest and be distributed within sixty (60) days after July 10, 2012 are counted as outstanding, while these shares
are not counted as outstanding for computing the percentage ownership of any other person. Unless otherwise indicated, the address for each
person listed in the table below is c/o Exar Corporation, 48720 Kato Road, Fremont, California 94538.
 

Beneficial Owner

  Beneficial  Ownership  

  
Number of

Shares    
Percent of

Total  

Alonim Investments Inc.
1501 McGill College Avenue, 26th Floor,
Montreal, Quebec, H3A 3N9   

 7,591,607  

  

 16.62% 

Soros Fund Management, LLC
888 Seventh Avenue, 33rd Floor,
New York, NY 10106   

 6,666,666  

  

 14.60% 

Dimensional Fund Advisors LP
1299 Ocean Avenue,
Santa Monica, CA 90401   

 3,654,220  

  

 8.00% 

BlackRock, Inc.
40 East 52  Street,
New York, NY 10022   

 3,133,523  

  

 6.86% 

Ameriprise Financial, Inc.
145 Ameriprise Financial, Inc.,
Minneapolis, MN 55474   

 2,648,689  

  

 5.80% 

The Vanguard Group, Inc.
100 Vanguard Blvd,
Malvem, PA 19355   

 2,320,403  

  

 5.08% 

Izak Bencuya    45,205     *  
Louis DiNardo    —       *  
Pierre Guilbault    65,852     *  
Brian Hilton    75,200     *  
Richard L. Leza    126,750     *  
Gary Meyers    69,625     *  
Pedro (Pete) P. Rodriguez    692,539     1.49% 
Kevin Bauer    78,461     *  
Thomas R. Melendrez    204,941     *  
Christopher Dingley    37,500     *  
Frank Marazita    62,778     *  
Paul Pickering    57,887     *  
All current directors and executive officers as a group (12 persons)    800,124     1.73% 
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* Represents beneficial ownership of less than one percent of the Common Stock.

 This table is based on information supplied by the executive officers, directors, and principal stockholders and on Schedules 13D, 13G
and 13G/A filed with the SEC.

 Based on a Schedule 13D filed with the SEC on September 4, 2007, Alonim Investments Inc. (“Alonim”) owned beneficially and of
record, as of August 25, 2007, 7,591,607 shares of Common Stock through its wholly owned affiliate, Rodfre Holdings LLC. Each of
Alonim, Robmilco Holdings Ltd. (“Robmilco”) and Robert G. Miller reported sole voting power and sole dispositive power with respect
to such shares. As of August 25, 2007, Robmilco, a shareholder of Alonim, had no direct beneficial ownership and its only indirect
beneficial ownership is as reported by Alonim; Robert G. Miller is the majority shareholder of Robmilco. Robert G. Miller, the sole
director and president of Alonim, may be deemed to share the power to vote or direct the voting of and to dispose or direct the
disposition of such shares as a result of his management position with Alonim. Alonim and its affiliates disclaim beneficial ownership of
150,277 shares held by Joie Investment Holding LLC (“Joie”). Rodney H. Miller, one of the beneficiaries of a trust that is a shareholder
of Alonim, and MJM Publicity Ltd. beneficially own, respectively, 77.77% and 22.227% of the voting stock of the parent company of
Joie. Rodney H. Miller shares with MJM Publicity Ltd. the power to vote and to dispose of the 150,277 shares of Common Stock held
through Joie. In addition, Alonim and its affiliates disclaim beneficial ownership of 41,852 shares subject to outstanding options and
restricted stock units granted to Pierre Guilbault, which were exercisable on July 10, 2011, or within 60 days after that date.
Mr. Guilbault is an executive officer of Future Electronics Inc., an affiliate of Alonim. The address provided in the filing for Robmilco is
the same as the address provided in the filing for Alonim and such address is noted in the table above. The residential address provided
in the filing for Robert G. Miller is 78 Summit Crescent, in Montreal (Westmount), Quebec, Canada.

 Based on a Schedule 13G/A filed with the SEC on January 6, 2012, Soros Fund Management LLC (“SFM LLC”) reported sole voting
power and sole dispositive power with respect 6,666,666 shares of Common Stock.

 Based on a Schedule 13G/A filed with the SEC on February 13, 2012, Dimensional Fund Advisors LP (formerly, Dimensional Fund
Advisors Inc.) (“Dimensional”) reported sole voting power with respect to 3,576,824 shares of Common Stock and sole dispositive
power with respect to 3,654,220 shares of Common Stock. Dimensional disclaims beneficial ownership of such shares.

 Based on a Schedule 13G/A filed with the SEC on February 13, 2012, BlackRock, Inc. (“BlackRock”) reported sole voting power and
sole dispositive power with respect to 3,133,523 shares of Common Stock.

 Based on a Schedule 13G filed with the SEC on February 14, 2012, Ameriprise Financial, Inc. (“Ameriprise”) owned beneficially and
of record, as of December 31, 2011, 2,648,689 shares of Common Stock. Each of Ameriprise and Columbia Management Investment
Advisors, LLC. (“Columbia”) reported shared voting power with respect to 2,287,876 shares of Commons Stock and shared dispositive
power with respect to 2,648,689 shares of Common Stock. Seligman Spectrum Focus (Master) Fund reported sole voting power and
shared dispositive power with respect to 2,265,017 shares of Common Stock.

 Based on a Schedule 13G filed with the SEC on February 9, 2012, The Vanguard Group, Inc. (“Vanguard”) reported sole voting power
with respect to 56,429 shares of Common Stock owned beneficially and of record, as of December 31, 2011, through its wholly owned
subsidiary, Vanguard Fiduciary Trust Company. Vanguard also report sole dispositive power with respect to 2,263,974 shares of
Common Stock and shared dispositive power with respect to 56,429 shares of Common Stock beneficially owned by Vanguard.

 Includes 24,000 shares subject to outstanding options granted to Dr. Bencuya, which were exercisable on July 10, 2012, or within 60
days after that date. Includes 7,000 restricted stock units which vest on July 10, 2012, or within 60 days after that date.

 Includes 34,852 shares subject to outstanding options granted to Mr. Guilbault, which were exercisable on July 10, 2012, or within 60
days after that date. Includes 7,000 restricted stock units which vest on July 10, 2012, or within 60 days after that date. Mr. Guilbault is
an executive officer of Future Electronics Inc., an affiliate of Alonim Investments Inc., and therefore may be deemed to beneficially own
the shares listed in the table for Alonim Investments Inc. Mr. Guilbault disclaims beneficial ownership of those shares and of the
150,277 shares owned by Joie Investment Holding LLC described in footnote (2) above.
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 Includes 43,200 shares subject to outstanding options granted to Mr. Hilton, which were exercisable on July 10, 2012, or within 60 days
after that date. Includes 7,000 restricted stock units which vest on July 10, 2012, or within 60 days after that date.

 Includes 54,000 shares subject to outstanding options granted to Mr. Leza, which were exercisable on July 10, 2012, or within 60 days
after that date. Includes 9,500 restricted stock units which vest on July 10, 2012, or within 60 days after that date.

 Includes 24,000 shares subject to outstanding options granted to Mr. Meyers, which were exercisable on July 10, 2012, or within 60
days after that date. Includes 7,000 restricted stock units which vest on July 10, 2012, or within 60 days after that date.

 Includes 614,000 shares subject to outstanding options granted to Mr. P. Rodriguez, which were exercisable on July 10, 2012, or within
60 days after that date.

 Includes 52,500 shares subject to outstanding options granted to Mr. Bauer, which were exercisable on July 10, 2012, or within 60 days
after that date.

 Includes 176,500 shares subject to outstanding options granted to Mr. Melendrez, which were exercisable on July 10, 2012, or within
60 days after that date.

 Includes 507,552 shares subject to outstanding options exercisable on July 10, 2012, or within 60 days after that date, and 37,500
restricted stock units which vest on July 10, 2012, or within 60 days after that date, including those identified in footnotes (8), (9), (10),
(11), (12), (13), (15) and (16).
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EXECUTIVE OFFICERS

Our executive officers and their ages as of July 2, 2012, are as follows:
 
Name   Age   Position

Louis DiNardo    52    Chief Executive Officer, President and Director
Kevin Bauer    52    Senior Vice President and Chief Financial Officer
Diane Hill    55    Vice President, Human Resources
Carlos Laber    60    Senior Vice President of Worldwide Research and Development
Thomas R. Melendrez    58    General Counsel, Secretary and Executive Vice President of Business Development
Todd Smathers    63    Senior Vice President, Operations

Certain information regarding the Company’s current executive officers is set forth below.

KEVIN S. BAUER

Kevin S. Bauer was appointed our Vice President and Chief Financial Officer in June 2009 and was promoted to our Senior Vice President
and Chief Financial Officer in June 2011. Prior to his appointment he was our Corporate Controller from August 2005 to June 2009 and was
promoted to Vice President in December 2008. Before that Mr. Bauer was our Operations Controller from February 2001 to August 2005.
Previously, Mr. Bauer was Operations Controller at WaferTech LLC (a joint venture semiconductor fabrication plant of Taiwan
Semiconductor Manufacturing Company Limited, Altera Corporation, Analog Devices, Inc. and Integrated Silicon Solution, Inc.) from July
1997 to February 2001. Prior to WaferTech, he was at VLSI Technology for ten years where he held a variety of increasingly more senior
finance roles culminating in his position as Director, Group Controller-Communications Group. Prior to that he held finance positions at
Memorex and Bank of America. Mr. Bauer has over 23 years of finance experience in the semiconductor industry and received an MBA from
Santa Clara University and a BS in Business Administration from California Lutheran University.

LOUIS DINARDO

Please see information regarding Mr. DiNardo under Proposal 1 above.

DIANE HILL

Diane Hill was appointed our Vice President, Human Resources in April 2010. With over 25 years of human resources experience, including
17 in the semiconductor industry, Ms. Hill is responsible for developing and implementing all global and regional human resources policies
and programs at Exar. Since joining us in September 2000, Ms. Hill has held various senior Human Resources positions prior to her current
role, including Division Vice President, Director and Senior Manager. Previously, Ms. Hill held various management positions at Daisy
Systems Corporation, a manufacturer of computer hardware and software for electronic design automation (EDA), from October 1987 to
April 1990 and Teledyne MEC, a subsidiary of Teledyne Technologies, Inc., from August 1979 to October 1987. Ms. Hill holds a BA in
Psychology from the University of California at Santa Barbara.

CARLOS LABER

Carlos Laber was appointed our Senior Vice President, Worldwide Research and Development in February 2012. Mr. Laber has over 30
years of experience in analog, power and mixed-signal technology and product development. Prior to his appointment at Exar, Mr. Laber
served as Senior Director of Product Development at ON Semiconductor and led the power management development efforts in Santa Clara,
California. Mr. Laber was at ON Semiconductor for almost three years. Mr. Laber previously served for two years as Intersil’s Vice President
of Worldwide Technology, and before that, two years as Intersil’s Vice President of Engineering for
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the Power Management Group. He joined Intersil after the acquisition of Xicor Incorporated, where he served for two years as Vice President
of Engineering. Mr. Laber came to Xicor from Micrel Semiconductor where he was the Vice President of Engineering for the Analog and RF
Product group for more than two years. Prior to Micrel, Mr. Laber served at Micro Linear for 16 years, where he was Vice President of
Engineering. Before Micro Linear, Mr. Laber was at National Semiconductor and Intel Corporation where he had increasingly more senior
design engineering and management roles. Mr. Laber holds a BSEE degree in Electromechanical and Electronic Engineering from the
University of Buenos Aires, Argentina and an MSEE degree from the University of Minnesota, Minneapolis.

THOMAS R. MELENDREZ

Thomas R. Melendrez joined us in April 1986 as our Corporate Attorney. He was promoted to Director, Legal Affairs in July 1991, and again
to Corporate Vice President, Legal Affairs in March 1993. In March 1996, he was promoted to Corporate Vice President, General Counsel
and in June 2001, he was appointed Secretary. In April 2003, he was promoted to General Counsel, Secretary and Vice President of Business
Development and in July 2005, he was promoted to Senior Vice President of Business Development. In April 2007, he was promoted to his
current position as General Counsel, Secretary and Executive Vice President of Business Development. Mr. Melendrez has over 25 years of
legal experience in the semiconductor and related industries and he received a BA from the University of Notre Dame, a JD from University
of San Francisco and an MBA from Pepperdine University.

TODD SMATHERS

Todd Smathers was appointed our Senior Vice President, Worldwide Operations in March of 2012. Mr. Smathers has over 40 years of
experience in analog and mixed-signal technology and product development. He served as Vice President of Operations at Intersil Corporation
and Xicor, Incorporated, which was acquired by Intersil in 2004. Prior to joining Xicor, Mr. Smathers was General Manager of the Mixed
Signal Business Unit at Linear Technology Corporation where he had previously served in a variety of management and executive roles since
the company’s founding in 1981. Mr. Smathers holds a Bachelor of Science in Electrical Engineering degree from Clemson University.
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EXECUTIVE COMPENSATION MATTERS

Executive Compensation Discussion and Analysis

This section describes the material elements of compensation awarded to, earned by or paid to the individuals who served as the Company’s
principal executive officer or the Company’s principal financial officer during fiscal year 2012, as well as the Company’s three other most
highly compensated executive officers during fiscal year 2012 who were serving as executive officers at the end of the fiscal year and one
additional individual for whom disclosure would have been provided but for the fact that the individual was not serving as an executive officer
of the registrant at the end of fiscal year 2012. These individuals are listed in the Summary Compensation Table below and are referred to
herein as the “Named Executive Officers.”

The Company’s executive compensation programs are determined and approved by the Company’s Compensation Committee. The
Compensation Committee currently consists of three (3) directors: Messrs. Bencuya (Chair), Leza and Meyers. Mr. Hilton also served on the
Compensation Committee from November 2011 until January 2012, during the period when Mr. Leza served as the Company’s President and
Chief Executive Officer (Interim). Except for Mr. Leza, none of the Company’s Named Executive Officers are members of the Compensation
Committee or otherwise had any role in determining the compensation of other Named Executive Officers, although the Compensation
Committee does consider the recommendations of the Company’s Chief Executive Officer and President in setting compensation levels for the
Company’s other executive officers. Mr. Leza did not serve on the Compensation Committee during the period he served as the Company’s
President and Chief Executive Officer (Interim).

Executive Summary

As described more fully in this Compensation Discussion and Analysis section below, the objectives of our executive compensation program
are to allow us to recruit and retain superior talent, to create a direct relationship between executive compensation and performance, and to
create proper incentives to enhance the value of the Company and reward superior performance.

In furtherance of these objectives, the Company’s executive compensation program includes a number of features intended to reflect best
practices in the market and help ensure that the program reinforces stockholder interests by linking the compensation we pay to our executives
directly to our performance. These features include the following:
 

 

•  Under the executive compensation arrangements approved for Mr. DiNardo in connection with his hiring as Chief Executive
Officer, approximately 91.3% of his target total direct compensation is performance based and/or linked to the value of the
Company’s stock price (based on the equity awards granted to him early in 2012 under his employment agreement and his target
annual incentive for fiscal year 2013). As used in this proxy statement, the term “total direct compensation” means the aggregate
amount of an executive’s base salary, target annual incentive awards, and long-term equity incentive awards based on the grant-date
fair value of such awards as determined under the accounting principles used in the Company’s financial reporting.

 

 

•  The equity awards granted to Mr. DiNardo under his employment agreement included stock options and performance-based
restricted stock units. The options have value only if the Company’s stock price increases during the vesting period, and a portion
of these options are subject to performance-based vesting requirements and will vest only if the Company’s stock price achieves
specified levels over fiscal years 2013 through 2016. Mr. DiNardo’s performance-based restricted stock units vest only if specified
financial targets for fiscal years 2013 through 2015 are achieved and long-term service requirements are met.

 

 
•  The long-term incentive equity awards granted to the other Named Executive Officers in fiscal year 2012 consisted of stock options

which are subject to four-year vesting schedules and have value only if the Company’s stock price increases over the vesting
period.
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•  Annual incentive awards for executives are subject to achievement of specific short-term goals deemed important to our long-term
growth and success. These awards are determined based on multiple financial goals, and no incentives are paid unless the Company
achieves threshold levels of performance. The performance goals established under the program are intended to be challenging, and
consistent with our pay-for-performance philosophy, no amounts have been paid to the Company’s executives under the program
since fiscal year 2008.

 

 
•  Annual incentive awards are also granted in the form of restricted stock units, rather than cash bonuses, and thus further link the

interest of executives with those of stockholders as the value of the bonus opportunity fluctuates with the Company’s stock price
over the corresponding year. The awards (if payable) are subject to maximum payout amounts.

Our executive compensation program has been carefully designed to support our long-term business strategies and drive creation of
stockholder value. We believe that it is aligned with the competitive market for talent, very sensitive to Company performance and structured to
provide long-term incentives to maintain and improve the Company’s long-term profitability. We believe the program delivers reasonable pay
which is strongly linked to Company performance over time and compares favorably with the compensation programs of our peer companies.

Executive Compensation Program Objectives and Overview

The Compensation Committee conducts periodic reviews of the Company’s executive compensation programs to help ensure that:
 

 •  the program is designed to achieve the Company’s goals of promoting financial and operational success by attracting, motivating
and facilitating the retention of key employees with outstanding talent and ability;

 

 •  the program fairly rewards performance which is tied to creating stockholder value; and
 

 •  the program provides compensation levels that are reasonable in light of the executive compensation programs of similar
companies.

The Company’s current executive compensation program is based on three components, which are designed to be consistent with the
Company’s compensation philosophy: (1) base salary; (2) annual incentive awards; and (3) long-term incentive equity awards, which may
include stock options and awards of restricted stock units that are subject to time-based and/or performance-based vesting requirements. The
Company also provides severance benefits to certain Named Executive Officers if their employment terminates under certain circumstances.
The Company does not provide any material perquisites to the Named Executive Officers.

In structuring executive compensation packages, the Compensation Committee considers how each component promotes retention and/or
motivates performance by the executive. Base salaries, severance and other termination benefits are primarily intended to attract and retain
highly qualified executives by providing fixed levels of compensation where the value of the benefit in any given year is not dependent on
performance (although base salary amounts and benefits determined by reference to base salary may increase from year to year depending on
performance, among other things). The Company believes that providing predictable compensation levels helps the Company to attract and
retain top executives and reward their continued productive service. Annual incentive awards are primarily intended to motivate the Named
Executive Officers to achieve specific short-term strategies and operating objectives, while the Company’s long-term incentive awards are
primarily intended to align the Named Executive Officers’ long-term interests with stockholders’ long-term interests (although annual
incentive awards paid in the form of equity also serve to further align the interests of executives with those of stockholders). Annual and long-
term incentive awards are designed to reward performance and thus the creation of stockholder value, although the Company believes these
elements of its executive compensation program also help the Company to attract and retain top executives. In particular, the Company’s grants
of equity incentives to Mr. DiNardo in early 2012 provide incentives to achieve specific results over the next three years that the Company
believes will create significant value for stockholders.
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The Compensation Committee believes that performance-based compensation such as annual and long-term incentives play a significant role in
aligning management’s interests with those of the Company’s stockholders. For this reason, these forms of compensation are generally paid to
executives in the form of equity and constitute a substantial portion of each of the Named Executive Officers’ potential compensation. For
example, as noted above, the Compensation Committee approved executive compensation arrangements for Mr. DiNardo in connection with
his hiring as Chief Executive Officer that are intended to result in approximately 91.3% of his target total direct compensation being
performance based and/or linked to the value of the Company’s stock price (based on the equity awards granted to him early in 2012 under his
employment agreement and his target annual incentive for fiscal year 2013), with his base salary constituting the balance of his target total
direct compensation. The Company’s compensation packages are designed to promote teamwork, initiative and resourcefulness by setting
specific performance goals for the Company’s executive team and linking their compensation directly to the achievement of those goals.

Compensation Consultants; Review of Compensation Data

From time to time as the Compensation Committee deems appropriate, it retains independent compensation consultants to help identify
appropriate peer group companies and to obtain and evaluate current executive compensation data. The Compensation Committee engaged
Radford Consulting (“Radford”) as its independent compensation consultant in the fourth quarter of fiscal year 2011 to analyze the
Company’s existing executive compensation practices and design, and to provide guidance on structure such that these programs create
competitive compensation opportunities that align the interests of executive management, the Company and its stockholders for fiscal year
2012. Specifically Radford’s assistance was requested in reviewing the peer group mix, assessing total direct compensation (including base,
target annual incentive and annual long-term incentive), and analyzing short- and long-term incentive practices and design with respect to fiscal
year 2012 compensation. The Compensation Committee utilized the data provided by Radford, including data relating to the peer companies
below, and data from the Radford Executive Survey in making executive compensation decisions for fiscal year 2012. The Radford Executive
Survey is a broad-based survey of executive compensation in which a large number of high-tech companies (in particular semiconductor
companies) participate, including many of the peer companies listed below. In reviewing this survey data, the Compensation Committee does
not focus on any particular company used in the survey.

In March 2011, the Compensation Committee approved the following group of companies, which was reviewed by Radford in connection
with their assessment, as peer companies in making its compensation decisions for fiscal year 2012:
 

Advanced Analogic Technologies, Inc.   Monolithic Power Systems, Inc.
ANADIGICS, Inc.   Netlogic Microsystems, Inc.
Applied Micro Circuits Corporation   Pericom Semiconductor Corporation
Cirrus Logic, Inc.   PLX Technology Inc.
Entropic Communications, Inc.   Power Integrations, Inc.
Ikanos Communication, Inc.   Sigma Designs, Inc.
Ixia   Silicon Image, Inc.
Lattice Semiconductor Corporation   Vitesse Semiconductor Corporation
Mellanox Technologies, Ltd.   Volterra Semiconductor Corporation
Micrel, Incorporated   Zarlink Semiconductor Inc.

The Company views its current executive compensation program as one in which the individual components combine together to create a total
compensation package for each Named Executive Officer that the Company believes achieves its compensation objectives. In general, the
Compensation Committee targets executives’ total cash compensation around the 50th percentile for similarly situated executives at the
companies described above, but the Compensation Committee does not specifically “benchmark” compensation at that level and retains
discretion to set compensation at higher or lower levels as it deems appropriate in the circumstances.
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Role of Stockholder Say-on-Pay Votes

The Company provides its stockholders with the opportunity to cast an annual advisory vote to approve its executive compensation program
(referred to as a “say-on-pay proposal”). At the annual meeting of stockholders held in August 2011, approximately 52% of the votes actually
cast on the say-on-pay proposal at that meeting were voted in favor of the proposal. The Company would like to see greater support for its
program from stockholders and, as part of its ongoing stockholder outreach efforts, sought feedback on the program from certain of its
institutional investors during fiscal year 2012. The Compensation Committee also considers the voting results on the Company’s say-on-pay
proposals in making its decisions on executive compensation and believes that its decision to emphasize equity compensation in
Mr. DiNardo’s employment agreement that is subject to performance-based vesting as described below will be viewed favorably by our
stockholders. The Compensation Committee will continue to consider the outcome of the Company’s say-on-pay proposals when making
future compensation decisions for the named executive officers.

Employment Agreement with Mr. DiNardo

In December 2011, the Company entered into an employment agreement with Mr. DiNardo to serve as our Chief Executive Officer.

The compensation arrangements in Mr. DiNardo’s employment agreement were the result of negotiations between Mr. DiNardo and the
Company. The Compensation Committee determined, in its judgment and based on Mr. DiNardo’s experience and its assessment of
compensation data provided by Radford generally for chief executive officers of the peer companies identified above, that the compensation
levels, awards and other terms of his agreement were appropriate to attract and retain him as our Chief Executive Officer and that they were
also consistent with the Company’s compensation philosophy of linking a substantial portion of each executive officer’s compensation
opportunities to performance and increases in long-term stockholder value. The Compensation Committee also considered that in addition to
the significant link between performance and compensation, Mr. DiNardo’s employment agreement also includes other provisions that benefit
the Company, including that the agreement is for a fixed term (it does not have an “evergreen” provision), does not include tax gross-up
payments, does not provide for special benefits or perquisites not offered by the Company to its employees generally, includes certain claw-
back provisions, and provides for severance only in certain limited circumstances should a termination of Mr. DiNardo’s employment actually
occur and only if he provides a release of claims to the Company.

The initial term of Mr. DiNardo’s employment agreement is four years, and his initial base salary was set at $500,000. Beginning with fiscal
year 2013, he will be eligible to receive an annual incentive bonus, with a target bonus of 100 percent of his base salary. Under the Company’s
annual incentive program for executive officers (as described in more detail below), Mr. DiNardo’s bonus opportunity for fiscal year 2013
was granted in April 2012 in the form of 58,754 restricted stock units (the “Target RSUs”), which was determined by dividing (i) $500,000
by (ii) the closing price of a share of the Company’s common stock on the first day of the 2013 fiscal year. The Target RSUs will vest as
follows (subject in each case to Mr. DiNardo’s continued employment through the applicable vesting date): (a) twenty-five percent of the
Target RSUs will vest six months after the first day of the 2013 fiscal year; (b) an additional twenty-five percent of the Target RSUs will vest
on the last day of the 2013 fiscal year; and (c) up to fifty percent of the Target RSUs will be eligible to vest in accordance with the terms of the
executive incentive program for fiscal year 2013 and on the date that the Compensation Committee determines the vesting percentage of RSU
awards granted to the Company’s senior executives generally under the program (and none of this portion of the award will vest if the vesting
percentage under the program for the 2013 fiscal year is not greater than fifty percent). The Compensation Committee determined that it would
be appropriate for one-half of Mr. DiNardo’s bonus opportunity to be subject to time-based vesting only as an inducement to accepting
employment with the Company and to provide him with an additional retention incentive. For fiscal years after 2013, Mr. DiNardo’s annual
incentive opportunity will be subject to such Company and individual performance criteria as established by the Compensation Committee.
Mr. DiNardo was
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also awarded a signing bonus of $150,000 upon joining the Company. The amount of this signing bonus was negotiated with Mr. DiNardo,
and he would be required to return the signing bonus to the Company if his employment terminates under certain circumstances within the first
12 months following his start date. The Compensation Committee believes that such signing bonuses are an appropriate means of inducing
qualified individuals to join the Company and provide an additional retention incentive for these individuals. The Company also will pay or
reimburse Mr. DiNardo for certain relocation and transportation costs incurred in calendar year 2012 in connection with his commencing
employment with the Company up to a maximum of $5,000 per month.

Under his employment agreement, Mr. DiNardo also received a time-based option to purchase 720,000 shares of the Company’s common
stock, which vests over a four-year period, and a performance-based option to purchase 480,000 shares. The vesting of the performance-based
option depends on the Company’s stock price achieving specified levels over the next four years (ranging from a target price of $7.50 for
fiscal year 2013 through a target price of $15.00 for fiscal year 2016). Each option has an exercise price equal to the closing price of the
Company’s common stock on the grant date and a maximum term of seven years. In addition, Mr. DiNardo received an award in April 2012
of 300,000 performance restricted stock units (RSUs). This award consists of three equal tranches of 100,000 RSUs (each, a “Tranche”) that
will be eligible to vest if the Company achieves certain performance objectives for the 2013, 2014 and 2015 fiscal years. Specifically, the
vesting of each Tranche is contingent on the Company achieving performance targets for earnings before interest and taxes (determined on a
non-GAAP basis as the Company has historically reported such amounts to investors during earnings calls) and, in the case of the Tranches
for the 2014 and 2015 fiscal years, revenue targets, in each case as established by the Compensation Committee. If the Company achieves the
performance objectives for a specific fiscal year, the Tranche for such fiscal year will vest in three annual installments (measured from the
beginning of the fiscal year to which the performance goals for that Tranche relate) only if Mr. DiNardo remains employed with the Company
through the applicable vesting date. The Compensation Committee believes that these awards of options and performance-based stock units
strike an appropriate balance between providing Mr. DiNardo with performance incentives to help create value for our stockholders and
position the Company for long-term growth and retention incentives through the four-year term of the agreement.

The employment agreement also includes Mr. DiNardo’s agreement that, in the event that the Company were required to prepare an accounting
restatement due to its material noncompliance, as a result of misconduct (regardless of whether such misconduct were by Mr. DiNardo), with
any financial reporting requirement under U.S. securities laws, he would reimburse the Company for any bonus or other incentive-based or
equity-based compensation received by him from the Company during the 12-month period following the first public issuance or filing with
the SEC (whichever first occurs) of the financial document that embodies such financial reporting requirement, and any profits realized from
the sale of securities of the Company by him during that 12-month period. Mr. P. Rodriguez’s employment agreement with the Company
included a similar provision.

In the event that Mr. DiNardo’s employment is terminated by the Company without cause or he resigns for good reason (as the terms “cause”
and “good reason” are defined in the employment agreement), subject to his delivering a release of claims in favor of the Company,
Mr. DiNardo will be entitled to receive the following severance benefits: (1) an amount equal to one times his base salary at the annualized rate
in effect on his severance date (payable in 12 monthly installments), (2) a prorated incentive bonus for the fiscal year in which his termination
occurs, (3) the cost of his premiums for continued medical coverage under the Consolidated Omnibus Budget Reconciliation Act (“COBRA”)
for himself and his eligible dependents for up to 12 months after his termination, and (4) 12 months’ accelerated vesting of his then
outstanding equity awards that are subject to time-based vesting requirements only. As to any then outstanding equity award held by
Mr. DiNardo that is subject to performance-based vesting requirements, the vesting of such award will continue to be governed by its terms,
provided that Mr. DiNardo will receive 12 months’ credit for purposes of any service-based vesting requirement under such award. In
addition, Mr. DiNardo will be entitled to full acceleration of vesting of any outstanding equity grants if he is terminated without cause or
resigns for good reason within twelve months after a change of control (as defined in the employment agreement). The Company has
determined that it is appropriate to provide Mr. DiNardo with
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severance benefits under these circumstances in light of his position with the Company and competitive considerations. Because the Company
believes that a termination by an executive for good reason (or constructive termination) is conceptually the same as an actual termination by
the Company without cause, the Company believes it is appropriate to provide severance benefits following such a constructive termination of
his employment.

Services Agreement with Mr. Leza

In November 2011, the Company entered into a consulting agreement with Mr. Leza to serve as our interim Chief Executive Officer. The
Compensation Committee determined that it would be appropriate to provide Mr. Leza with a monthly consulting fee comprised of cash and
equity as negotiated with Mr. Leza. He did not receive any cash compensation for his services as a director during the period he served as
interim Chief Executive Officer. For more information on the material terms of Mr. Leza’s consulting agreement, please see “Description of
Employment Agreements” below.

Current Executive Compensation Program Elements

Base Salaries

Salaries for the Named Executive Officers are reviewed by the Compensation Committee on an annual basis. In setting specific salary levels
for the Company’s executive officers, the Compensation Committee assesses the executive’s past performance and expected future
contributions to the Company and the executive’s responsibilities relative to the other executive officers. The Compensation Committee also
refers generally to the salaries of similarly situated executives with comparable companies as reflected in the compensation data described
above.

During fiscal year 2012, the Compensation Committee approved an increase in Mr. Bauer’s base salary from $240,000 to $250,000 in
connection with his promotion to Senior Vice President and Chief Financial Officer, and an increase in Mr. Pickering’s base salary from
$260,000 to $270,000 in connection with his assuming certain additional responsibilities. Mr. Laber commenced employment with the
Company in February 2012. His base salary and other compensation terms were negotiated with him at the time he joined the Company.

Except as noted above, the Compensation Committee did not make any other adjustments to Named Executive Officers’ base salaries during
fiscal year 2012 based on its belief that the base salary levels of the Named Executive Officers generally are appropriate in view of competitive
practices, the Company’s performance and the contribution of those officers to that performance.

Annual Incentive Programs

Historically, annual incentive compensation has been awarded to executive officers based upon multiple performance criteria, including
evaluations of personal job performance and performance measured against objective business criteria. Annual incentives also promote
retention as the executive is generally required to remain employed with the Company through the end of the fiscal year to receive payment of
the incentive for that year. As described below under “Description of Employment Agreements—Cash Compensation,” the Company has
entered into employment agreements with certain Named Executive Officers that provide for fixed annual target incentives each year (although
the Compensation Committee may establish a greater target award for an executive as it deems appropriate). The amount the executive is
entitled to receive is determined based on the performance factors specified for that year.

Fiscal Year 2012 Executive Incentive Program

For fiscal year 2012, each of the Named Executive Officers other than Messrs. DiNardo, Leza, Dingley and Laber participated in the
Company’s Fiscal Year 2012 Executive Incentive Program (the “executive incentive program”). As noted above, Messrs. DiNardo and Leza
were not eligible to participate in the executive incentive program under their agreements described above, and Mr. Laber did not participate as
he joined the Company
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late in the fiscal year. As discussed below, Mr. Dingley’s annual incentive compensation potential was determined under his employment
agreement. Pete Rodriguez, our former Chief Executive Officer, was also not eligible to receive a payment under the executive incentive
program as his employment with the Company terminated during the fiscal year.

As in prior years, each participant’s award under the executive incentive program for fiscal year 2012 was denominated in and would be
payable in shares of the Company’s common stock, subject to achievement of the performance goals described below. In approving the
executive incentive program, the Compensation Committee believed that payment of annual incentives in shares of the Company’s common
stock would help to further align employee interests with stockholder interests in two ways. First, the payment of incentives to participants in
the program would be tied to the Company’s achievement of specific operating goals established for that particular fiscal year. Second, the
value of any incentives ultimately paid to participants would depend on the value of the Company’s common stock at the end of the fiscal year
when the incentives were paid. In addition, the executive incentive program is intended to promote retention as the executive generally must
remain employed with the Company through the date incentives are paid under the program for the fiscal year to be eligible to receive an
incentive payment for that year.

The number of shares payable to a participant under the executive incentive program would be based on a Company performance factor, an
individual performance factor and the participant’s target share award. The Company performance factor would be based on the Company’s
financial performance as measured against pre-established net revenue and operating income goals for the fiscal year. For these purposes,
“revenue” and “operating income” were calculated in accordance with generally accepted accounting principles, except that operating income
for fiscal year 2012 was adjusted to exclude certain items from the Company’s operating income such as all stock-based compensation
expense, amortization of acquired intangible assets, fair value adjustment of acquired inventories, acquisition-related costs, separation costs,
provision for dispute resolution, impairment of acquired intangible assets and restructuring charges and exit costs. Cash profit sharing costs
were also excluded. The adjusted operating income measure is referred to in this discussion as “non-GAAP operating income”. For fiscal year
2012, the Compensation Committee established a net revenue performance target of $152.6 million and a non-GAAP operating income
performance target of $7.6 million.
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The Company performance factor under the executive incentive program would be determined using the following matrix:
 

     
  120%   75%   90%   115%   125%   140%
  110%   60%   75%   105%   115%   125%
  100%   50%   60%   100%   105%   115%
  90%   25%   40%   60%   75%   90%

  80%   14%   25%   50%   60%   75%

    90%   95%   100%   105%   110%

        

%
Revenue
Relative

to Target
     

The Company’s net revenue would be used to determine the applicable column of the matrix, and the Company’s non-GAAP operating
income would be used to determine the Company performance factor within that column. Accordingly, if the Company achieved 90% of the
performance target for net revenue for fiscal year 2012 and the Company’s non-GAAP operating income for fiscal year 2011 as determined
for purposes of the executive incentive program was 120% of the performance target, the Company performance factor would be 75%. If the
Company’s performance fell between two levels indicated in the chart above, the Company performance factor would be determined based on
the lower of the two levels and would not be prorated to reflect partial performance above that level. The maximum percentage that could be
awarded for the Company performance factor was 140%.

The Compensation Committee established the performance goals for net revenue and non-GAAP operating income with the expectation that
they would be met only if the Company performed at a high level during the fiscal year. As reflected in the chart above, the Company
performance factor would be 0% and no annual incentives would be paid under the executive incentive program if the Company did not
achieve a minimum performance of at least 90% of the revenue target and at least 80% of the non-GAAP operating income target. In addition,
the Company would need to surpass both of the performance goals in order for the executive to receive more than 100% of his or her target
incentive under the program. In structuring the executive incentive program, the Compensation Committee expected that substantial incentives
would be paid under the program only if the Company performed at an extremely high level.

For the individual performance factor of the executive incentive program, the Compensation Committee established performance goals for each
executive for fiscal year 2012 and determined the executive’s
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performance with respect to those goals, in each case after taking into account the recommendations of the Company’s Chief Executive Officer
and President (with respect to each participant in the program other than himself). For each Named Executive Officer who participated in the
executive incentive program, the principal individual performance goals were as follows: for Mr. P. Rodriguez, achievement by the Company
of specified increases in design wins and revenue and reductions in costs of goods sold; for Mr. Bauer, identifying and executing initiatives
for improving gross margin results and implementing certain specified financial systems of the Company; for Mr. Melendrez, achieving
balanced dispute resolution and risk management results and overseeing reporting compliance and corporate governance review matters; and
for Mr. Pickering, achieving performance goals related to the release of new products and approved design wins.

In all events, no bonuses would be paid under the individual performance component of the executive incentive program if the Company did
not achieve at least the minimum performance levels for revenue and non-GAAP operating income identified above. If the minimum
performance levels were achieved, the maximum number of shares payable in any event under the individual performance component of the
plan was subject to a fixed cap (equal to 10% of the total number of shares that would be payable if the Company achieved the maximum
performance levels for revenue and non-GAAP operating income identified in the matrix above).

Finally, each participant in the executive incentive program for fiscal year 2012 was assigned a target share award. The Compensation
Committee assigned each participant a target incentive, which was expressed as a percentage of the participant’s base salary. Mr. P.
Rodriguez’s employment agreement provides that his target incentive for fiscal year 2012 would be 87.5% of his base salary. For fiscal year
2012, the Compensation Committee determined that for Messrs. Melendrez and Pickering, the initial target incentive would be 50% of the
executive’s base salary and for Mr. Bauer, the target incentive would be 40% of the executive’s base salary. These target incentives were the
same for each executive as established under the Company’s incentive program for fiscal year 2011, and the Compensation Committee
believes, in its judgment, that these target levels provide appropriate levels of incentive in view of competitive practices. The target incentive
amounts were then converted into a number of shares determined by dividing the target incentive by $7.06, which was approximately 39
percent higher than the per-share amount of the Company’s net tangible assets at the beginning of fiscal year 2012 (and was also
approximately $1.06 more than the trading price of the Company’s Common Stock on June 22, 2011 when the executive incentive program
was adopted). The Compensation Committee used a dollar value greater than the value of the Company’s Common Stock at the time (resulting
in fewer shares being subject to the target award level) in order to create an additional incentive for participants to work to increase the
Company’s stock price during the fiscal year and create value for its stockholders. Finally, the Compensation Committee reduced the target
number of shares for each executive in order to align the executives’ target amounts with the fixed limitation prescribed by the Compensation
Committee on the maximum number of shares that could be issued under the program. Based on this conversion, the target number of shares
for each of the Named Executive Officers was as follows: Mr. P. Rodriguez, 32,556 shares; Mr. Bauer, 8,399 shares; Mr. Melendrez, 11,203
shares; and Mr. Pickering, 11,033 shares. The maximum award payable to a participant under the executive incentive program is 150% of the
participant’s target share award.

At the end of the fiscal year, the Compensation Committee determined that the Company did not achieve the minimum performance levels for
net revenue and non-GAAP operating income for fiscal year 2012 identified above. Accordingly, no incentives were paid under the executive
incentive program for fiscal year 2012.

Mr. Dingley’s annual incentive bonus for fiscal year 2012 was determined under his employment agreement entered into in March 2011 when
he joined the Company. Under the agreement, Mr. Dingley’s incentive would be determined based on the Company’s revenue for the fiscal
year relative to a performance target established by the Compensation Committee. The incentive amount would be 60% of his target incentive
if the Company achieved 70% of the revenue target and would increase to 100% of his target incentive if the Company achieved 107.5% of the
revenue target, with potentially greater payouts if revenue exceeded 107.5% of the goal. The Company revenue target for fiscal year 2012 was
$152.6 million, the same target used for the executive incentive program. The Compensation Committee determined that Mr. Dingley’s target
incentive for fiscal year 2012
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under the sales program would be $200,000 (80% of his base salary) and that his incentive opportunity would be denominated in shares of the
Company’s common stock. As the Company did not achieve the threshold 70% of the revenue target, no incentive was paid to Mr. Dingley
under this arrangement.

Under his employment agreement, Mr. Dingley was also eligible to receive sales commissions during fiscal year 2012, with a minimum of
$50,000 in commission payable for the first quarter of fiscal year 2012. This arrangement was negotiated with Mr. Dingley in connection with
his joining the Company, and under the arrangement, he received a total of $129,039 in commissions for fiscal year 2012.

Long-Term Incentive Program

The Company’s policy is that the long-term compensation of the Named Executive Officers and other executive officers should be directly
linked to the ongoing effort to create value for the Company’s stockholders. Therefore, the Company has historically made annual grants of
stock options and restricted stock unit awards to provide further incentives to the Company’s executives to help increase stockholder value.
The Compensation Committee bases its award grants to executives each year on its subjective assessment of the following factors:
 

 •  the executive’s position with the Company and total compensation package;
 

 •  the executive’s performance of his or her individual responsibilities;
 

 •  the executive’s ability to contribute to the Company’s ongoing efforts to create value for stockholders;
 

 •  the value of the executive’s outstanding (unvested) equity;
 

 •  the equity participation levels of comparable executives at comparable companies; and
 

 •  the executive’s contribution to the success of the Company’s financial performance.

In addition, the Compensation Committee also considers, as general information in determining the size, frequency and type of long-term
incentive grants, the tax consequences of the grants to the Company, the accounting impact of the grants to the Company and, most
importantly, the potential dilutive effects of the grants to the Company’s stockholders.

Long-term incentive award grants are generally approved at the meeting of the Compensation Committee held each fiscal year in conjunction
with the Company’s annual meeting of stockholders. This meeting is scheduled well in advance and typically held in September. Other than
grants made in connection with the hiring or promotion of employees or other special circumstances, the Compensation Committee generally
does not grant equity awards at any other time during the year. For fiscal year 2012, however, the Compensation Committee decided to
approve grants of equity awards to the executives earlier in the fiscal year for the reasons described below under “Fiscal year 2012 Equity
Grants.”

All long-term incentive award grants are approved by the Compensation Committee, except the Compensation Committee has delegated to the
Chief Executive Officer the authority to approve option grants to new employees (other than executive officers) using grant levels previously
approved by the Compensation Committee. In each case, grants approved by the Compensation Committee or the Chief Executive Officer do
not become effective (i.e. the date of grant does not occur) until the first trading day of the month following the month in which the grant was
approved. The Compensation Committee has implemented this process to help ensure that option grants are made on a regular and consistent
basis without regard to stock price performance or the Company’s release of material information.

Stock Options. The Company makes a portion of the Company’s long-term incentive grants to Named Executive Officers in the form of stock
options with an exercise price that is equal to the closing price of the Company’s Common Stock on the grant date. Thus, the Named
Executive Officers will only realize value on their stock
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options if the stock price increases during the period between the grant date and the date the stock option is exercised. The stock options also
function as a retention incentive for the Company’s executives as they typically vest ratably on each annual anniversary over the four-year
period after the date of grant.

Restricted Stock Units. The Company may also grant long-term incentive awards to Named Executive Officers in the form of restricted stock
units. In general, the restricted stock units vest over a period of three years following the date of grant and, upon vesting, are paid in shares of
the Company’s Common Stock. Thus, the units are designed both to further link executives’ interests with those of the Company’s
stockholders as the units’ value is based on the value of the Company’s Common Stock and to provide a long-term retention incentive for the
vesting period as they generally have value regardless of stock price volatility.

Performance Stock Units. The Company may also grant long-term incentive awards to Named Executive Officers in the form of performance
stock units. These performance stock units will generally vest only if the Company or individual achieves certain pre-established goals during
the fiscal year. Thus, the units provide executives an additional incentive to help the Company achieve specific financial or strategic objectives
for the fiscal year that are intended to promote long-term growth of the Company and create value for the Company’s stockholders. They also
provide a retention incentive as the executive must be employed with the Company through the performance period to be eligible to vest in the
units if the performance criteria are satisfied.

Fiscal year 2012 Equity Grants

Consistent with recent years, the Company granted stock options to each of the Named Executive Officers (other than Mr. Leza) during fiscal
year 2012. As noted above, each of these options has an exercise price equal to the closing price of our common stock on the grant date and
generally vests over a four-year period. Although annual equity awards are generally granted in conjunction with the annual stockholder
meeting, the Compensation Committee decided to approve these grants earlier in the fiscal year in recognition of their performance during
fiscal year 2011 and as an additional retention incentive for the executive team. However, the vesting schedule for these grants was delayed in
most cases so that installments will not vest until September of the applicable year. The Compensation Committee determined the grant levels
based on competitive considerations and its assessment of each executive’s role within the Company and the value of the executive’s prior
equity awards.

As described above, the Compensation Committee also approved the grant of time-based and performance-based stock options to
Mr. DiNardo in connection with his joining the Company in January 2012 and a grant of performance-based restricted stock units that became
effective in April 2012. In addition, the Compensation Committee approved grants of stock options and restricted stock units to Mr. Laber in
connection with his joining the Company in February 2012. The grants were negotiated with Mr. Laber and set at levels the Compensation
Committee believed were appropriate to induce him to accept employment with the Company and provide a multi-year retention incentive.

For more information regarding the equity awards granted to the Named Executive Officers in fiscal year 2012, please see “Grants of Plan-
Based Awards” below.

Severance and Other Benefits upon Termination of Employment

The Company believes that severance protections, particularly in the context of a change in control transaction, can play a valuable role in
attracting and retaining key executive officers. Please see “Employment Agreement with Mr. DiNardo” above for information on the severance
arrangements provided under his employment agreement.

The Company believes that the occurrence, or potential occurrence, of a change in control transaction will create uncertainty regarding the
continued employment of the Company’s executive officers as many change in control transactions result in significant organizational changes,
particularly at the senior executive level. In order to
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encourage the Company’s executive officers to remain employed with the Company during an important time when their prospects for
continued employment following the transaction may be uncertain, the Company provides the Named Executive Officers (other than Mr. Leza)
with severance benefits if their employment is actually or constructively terminated by the Company without cause in connection with a change
in control. The change of control severance benefits for these executives are generally determined as if they continued to remain employed for
three months to one year following their actual termination date, depending on the length of their service with the Company.

The Company believes that the Company’s executive officers should receive such change in control severance benefits if their employment is
constructively terminated in connection with a change in control. Otherwise, potential acquirers could constructively terminate a Named
Executive Officer’s employment (for example, by a material reduction in the executive’s duties) and avoid paying any severance benefits at all
without this protection. Because the Company believes, as noted above, that constructive terminations in connection with a change in control
are conceptually the same as actual terminations, these severance arrangements provide that the executive may terminate employment in
connection with a change in control under circumstances that the Company believes would constitute a constructive termination of the Named
Executive Officer’s employment.

The Company does not believe that Named Executive Officers should be entitled to receive cash severance benefits merely because a change in
control transaction occurs. The payment of cash severance benefits is only triggered by an actual or constructive termination of employment.
However, as described below under “Grants of Plan-Based Awards,” outstanding options and other equity-based awards granted under the
Company’s equity incentive plans, including those awards held by the Named Executive Officers, may accelerate on a change in control of the
Company unless otherwise provided by the Board of Directors.

As noted above, Pete Rodriguez’s employment as Chief Executive Officer of the Company terminated in November 2011. In connection with
his termination, the Company entered into a separation agreement that was negotiated with Mr. Rodriguez and generally provided for him to
receive the severance benefits provided under his employment agreement with the Company.

For more information regarding these severance arrangements, please see “Potential Payments upon Termination or Change in Control”
below.

Risk Assessment of Executive Officer Compensation

The Company believes the various components of the total compensation package of the executive officers, as discussed above, are
appropriately balanced so as to avoid any excessive risk taking by such individuals. Long-term equity incentives represent the predominant
component and promote a commonality of interest between the executive officers and the Company’s stockholders in sustaining and
increasing stockholder value. The value of the equity component is tied directly to the market price of the Company’s Common Stock, and that
value, accordingly, increases as the price of the Common Stock appreciates and stockholder value is created. The equity awards generally also
vest over a period of years, and that vesting element encourages the award recipients to focus on sustaining the Company’s long-term
performance. Because such awards are typically made on an annual basis, the executive officers always have unvested awards outstanding that
could decrease significantly in value if the Company’s business is not managed to achieve its long-term goals.

The Company also believes that the performance-based nature of the annual incentive program described above does not encourage excessive
risk-taking by the executive officers. Awards under the annual incentive program for executives are denominated in restricted stock units to
further align the interests of executives with those of our stockholders and are determined using multiple performance criteria. In addition, the
awards are subject to adjustment by the Compensation Committee based on the executive’s individual performance and subject to maximum
payout levels established by the Compensation Committee in approving the program.
 

43



Accordingly, the Company has concluded that its overall executive compensation structure is not overly-weighted toward short-term
incentives, and the Company has taken what it believes are reasonable steps to protect against the potential of creating short-term incentives
that might encourage excessive risk taking.

Policy with Respect to Section 162(m)

Section 162(m) of the Internal Revenue Code generally disallows public companies a tax deduction for compensation in excess of $1,000,000
paid to their chief executive officers and certain other executive officers unless certain performance and other requirements are met. The
Company’s intent generally is to design and administer executive compensation programs in a manner that will preserve the deductibility of
compensation paid to the Company’s executive officers. However, the Company reserves the right to design programs that recognize a full
range of performance criteria important to the Company’s success, even where the compensation paid under such programs may not be
deductible. The Compensation Committee believes that no part of the Company’s tax deduction for compensation paid to the Named Executive
Officers for fiscal year 2012 will be disallowed under Section 162(m). The Compensation Committee will monitor the tax and other
consequences of the Company’s executive compensation program as part of its primary objective of ensuring that compensation paid to the
Company’s executive officers is appropriate, performance-based and consistent with the Company’s goals and the goals of the Company’s
stockholders.

Compensation Committee Interlocks and Insider Participation

Each of Messrs. Bencuya, Hilton, Leza and Meyers served as members of the Compensation Committee during fiscal year 2012. Other than
Mr. Leza, no director who served on the Compensation Committee during fiscal year 2012 is or has been an executive officer of the Company
or had any relationships requiring disclosure by the Company under the SEC’s rules requiring disclosure of certain relationships and related-
party transactions. Mr. Leza served as the Company’s interim Chief Executive Officer from February 22, 2007 to August 25, 2007 and again
from November 7, 2011 to January 3, 2012. Mr. Leza did not serve as member of the Compensation Committee during his service as interim
Chief Executive Officer. None of the Company’s executive officers served as a director or a member of a compensation committee (or other
committee serving an equivalent function) of any other entity, the executive officers of which served as a director or member of the
Compensation Committee during the fiscal year ended April 1, 2012.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The information contained in this report shall not be deemed to be “soliciting material” or to be “filed” with the Securities and Exchange
Commission, nor shall such information be incorporated by reference into any future filings with the Securities and Exchange Commission,
or subject to the liabilities of Section 18 of the Securities Exchange Act of 1934, as amended, whether made before or after the date hereof and
irrespective of any general incorporation language in any such filing, except to the extent that the Company specifically incorporates it by
reference into a document filed under the Securities Act of 1933, as amended, or Securities Exchange Act of 1934, as amended.

The Compensation Committee has certain duties and powers as described in its charter. The Compensation Committee is currently composed
of the three non-employee Directors named at the end of this report, each of whom is independent as defined by the listing standards of The
NASDAQ Global Select Market.

The Compensation Committee has reviewed and discussed with management the disclosures contained in the Compensation Discussion and
Analysis section of this Proxy Statement. Based upon this review and discussion, the Compensation Committee recommended to the
Company’s Board of Directors that the Compensation Discussion and Analysis section be included in this Proxy Statement.

Compensation Committee of the Board of Directors
Izak Bencuya (Chairman)
Richard Leza
Gary Meyers
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SUMMARY COMPENSATION TABLE—FISCAL YEARS 2010-2012

The following table presents information regarding the compensation of each of the Company’s Named Executive Officers for services
rendered during fiscal years 2010 through 2012.
 

Name and Principal Position  
Fiscal
Year   

Salary
($)   

Bonus
($)   

Stock
Awards

($)   

Option
Awards

($)   

Non-Equity
Incentive

Plan
Compensation

($)   

Change in
Pension 

Value
and

Nonqualified
Deferred

Compensation
Earnings

($)   

All Other
Compensation

($)   
Total

($)  
(a)  (b)   (c)   (d)   (e)   (f)   (g)   (h)   (i)   (j)  

Louis DiNardo   2012    113,462    150,000    2,286,000    2,459,930    —      —      12,448    5,021,840  
Chief Executive Officer and
President          

Richard Leza   2012    —      —      131,765    —      —      —      124,811    256,576  
Former Chief Executive
Officer and President
(Interim)

  2011    —      —      136,700    —      —      —      70,000    206,700  

 

 2010  
 

 —    
 

 —    
 

 53,775  
 

 —    
 

 —    
 

 —    
 

 70,000  
 

 123,775  

Pedro (Pete) P. Rodriguez   2012    296,719    —      —      128,688    —      —      173,820    599,227  
Former Chief Executive
Officer and President

  2011    433,615    —      488,880    421,600    —      —      4,282    1,348,377  
  2010    388,154    —      178,560    —      —      —      3,990    570,704  

Kevin Bauer   2012    256,731    —      —      106,147    —      —      4,535    367,413  
Senior Vice President and
Chief Financial Officer

  2011    227,731    —      42,000    61,353    —      —      4,244    335,328  
  2010    211,777    5,950    111,600    79,464    —      —      3,727    412,518  

Thomas R. Melendrez   2012    274,154    —      —      114,910    —      —      5,283    394,347  
General Counsel, Secretary
and Executive Vice President
of Business Development

  2011    264,000    —      42,000    61,353    —      —      5,223    372,576  
  2010    262,985    —      111,600    82,863    —      —      6,546    463,994  
         

Christopher R. Dingley   2012    256,865    50,000    268,200    311,340    79,039    —      3,809    969,253  
Former Executive Vice
President of Worldwide
Sales          

Carlos Laber   2012    23,077    —      179,250    505,500    —      —      183    708,010  
Senior Vice President
Worldwide Research and
Development          

Paul Pickering   2012    206,029    —      —      159,516    —      —      42,112    407,657  
Former Executive Vice
President of Marketing

  2011    254,000    —      42,000    —      —      —      3,978    299,978  
  2010    237,577    —      156,240    165,726    —      —      3,442    562,985  

 
 The amounts reported in Column (d) of the table above represent, in the case of Mr. DiNardo, a signing bonus awarded in January 2012

in connection with his entering into an employment agreement with the Company; and, in the case of Mr. Bauer, an incentive bonus
awarded under the Company’s key employee incentive program prior to his appointment as Chief Financial Officer. See note (7) below
regarding the amount for Mr. Dingley.

 The amounts reported in Columns (e) and (f) of the table above reflect the fair value on the grant date of the stock awards and option
awards, respectively, granted to our Named Executive Officers during the applicable fiscal year. These values have been determined
under the principles used to calculate the grant-date fair value of equity awards for purposes of our financial statements and without any
adjustments for forfeitures. For a discussion of the assumptions and methodologies used to value the awards reported in Columns
(e) and (f), please see the discussion of stock awards and option awards contained under the section entitled “Stock-Based
Compensation” beginning on page 90 of our Annual Report on Form 10-K for fiscal year 2012 filed with the SEC on June 14, 2012.
Under generally accepted accounting principles, compensation expense with respect to stock awards and option awards granted to our
employees and directors is generally recognized over the vesting periods applicable to the awards.
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The amounts reported in the “Stock Awards” column of the table above for fiscal year 2012 include the grant-date fair value of
performance-based stock awards granted to the Named Executive Officers in that year based on the probable outcome (as of the grant
date) of the performance-based conditions applicable to the awards, as determined under generally accepted accounting principles and
without any adjustments for forfeitures. As noted in the “Grants of Plan-Based Awards” table below, the grant-date fair value of the
awards granted to each of the Named Executive Officers under the executive incentive program for fiscal year 2012 was $0 based on the
probable outcome of the applicable performance-based conditions. Following is the grant-date fair value of each of these awards assuming
that the highest level of performance conditions had been achieved: Mr. P. Rodriguez, $331,095, Mr. Bauer, $85,421, Mr. Melendrez,
$113,938, and Mr. Pickering, $112,209.

 The amounts reported in this column include the Company’s contributions to individual Named Executive Officers’ accounts under the
Company’s 401(k) plan and payment by the Company of term life insurance premiums for the executives. The Company is not the
beneficiary of the life insurance policies, and the premiums that the Company pays in excess of amounts excluded under Section 79 of
the Internal Revenue Code are taxable as income to the applicable officer. This insurance is not split-dollar life insurance. The fiscal year
2012 401(k) matching contributions and term life insurance premiums reported in the table above is estimated as follows:

 

Name   
401(k) Matching
Contributions ($)   

Life Insurance
Premium ($)  

Louis DiNardo    865     191  
Richard Leza    —       —    
Pedro (Pete) P. Rodriguez    —       478  
Kevin Bauer    3,675     860  
Thomas R. Melendrez    3,675     1,608  
Christopher R. Dingley    2,981     828  
Carlos Laber    —       183  
Paul Pickering    —       573  

 

 Mr. DiNardo commenced employment with the Company as its Chief Executive Officer and President effective January 3, 2012.
 Mr. Leza served as the Company’s interim Chief Executive Officer and President from November 7, 2011 through January 3, 2012. He

has served on our Board of Directors since October 2005 and did not receive any compensation for his service as a director during the
period in which he served as our interim Chief Executive Officer and President. For fiscal years 2010 and 2011, the amounts reported
for Mr. Leza in the table above reflect retainer fees and equity awards granted to him for his service as a director for those years. For
fiscal year 2012, the amount reported for Mr. Leza in the “Stock Awards” column includes $92,225, which was the grant-date fair value
of an award of restricted stock units he received in September 2011 for his service as a director, and $39,540, which was the aggregate
grant-date fair value of awards of fully-vested shares he received for his service as interim Chief Executive Officer and President. The
amount reported for Mr. Leza for fiscal year 2012 in the “All Other Compensation” column consists of $65,700 for consulting fees
during the period he served as interim Chief Executive Officer and President and $59,111 retainer fees for his service as a director
during the fiscal year (other than the period in which he served as interim Chief Executive Officer and President).

 Mr. P. Rodriguez’s employment with the Company terminated effective November 7, 2011. The amount reported for Mr. P. Rodriguez
under “All Other Compensation” for fiscal year 2012 includes $157,161 cash severance, which represents the portion of his total
severance amount that was paid during fiscal year 2012. In addition, the amount reported for Mr. P. Rodriguez under “Option Awards”
for fiscal year 2012 represents the value of certain equity awards that accelerated in connection with his termination. Please see “Potential
Payments Upon Termination or Change in Control” below for more information on the separation agreement entered into by Mr. P.
Rodriguez and the Company in connection with his termination.

 Mr. Dingley’s employment with the Company terminated effective May 15, 2012. As noted in the “Compensation Discussion and
Analyis” above, under the terms of his employment agreement, Mr. Dingley was entitled to receive sales commissions for fiscal year
2012, with a minimum payment of $50,000. This amount is reported in the “Bonus” column above, with the balance of his total
commission reported in the “Non-Equity Incentive Plan Compensation” column above.

 Mr. Laber commenced employment with the Company as its Senior Vice President Worldwide Research and Development on
February 27, 2012.

 Mr. Pickering’s employment with the Company terminated effective December 2, 2011. The amount reported for Mr. Pickering includes
$41,538 cash severance, which was paid during fiscal year 2012. Please see “Potential Payments Upon Termination or Change in
Control” below for more information on the separation agreement entered into by Mr. Pickering and the Company in connection with his
termination.
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Compensation of Named Executive Officers

The Summary Compensation Table above quantifies the value of the different forms of compensation earned by or awarded to the Named
Executive Officers for the fiscal years indicated above. The primary elements of each Named Executive Officer’s total compensation reported
in the table are base salary, an annual incentive award, and long-term equity incentives consisting of stock options and restricted stock units.
Named Executive Officers also received the other benefits listed in Column (i) of the Summary Compensation Table, as further described in
the footnotes to the table.

The Summary Compensation Table should be read in conjunction with the tables and narrative descriptions that follow. The Grants of Plan-
Based Awards Table and the accompanying description of the material terms of the stock options and restricted stock unit awards granted in
fiscal year 2012 provides information regarding the long-term equity incentives awarded to Named Executive Officers in fiscal year 2012. The
Outstanding Equity Awards at Fiscal Year-End and Option Exercises and Stock Vested tables provide further information on the Named
Executive Officers’ potential realizable value and actual value realized with respect to their equity awards.

Description of Employment Agreements

Please see the section titled “Employment Agreement with Mr. DiNardo” in the “Compensation Discussion and Analysis” above for a
description of the material terms of Mr. DiNardo’s employment agreement with the Company.

On January 25, 2001, the Company entered into a letter agreement with Mr. Bauer. In June 2009, the terms of Mr. Bauer’s compensation
were modified by the Compensation Committee in connection with his appointment as the Company’s Vice President and Chief Financial
Officer to provide for his annualized base salary to be $218,000 and that he would participate in the Company’s executive incentive program
for fiscal year 2010 with a target bonus of 35% of his base salary, in each case subject to further adjustment as determined by the
Compensation Committee.

In March 2010, the Company entered into an amended and restated employment agreement with Mr. P. Rodriguez as the Company’s Chief
Executive Officer and President. The amended employment agreement had a three-year term and provided that Mr. P. Rodriguez would
receive a base salary at an annualized rate of $438,000 a year (subject to adjustment from time to time) and be eligible to receive an annual
incentive award of up to 87.5% of that base salary. The agreement also provided that Mr. P. Rodriguez may be required to repay any bonus or
other incentive-based or equity-based compensation he receives if the Company is required to restate its financial reports due to material
noncompliance with applicable securities laws as a result of misconduct (whether or not by Mr. P. Rodriguez).

On March 17, 2011, the Company entered into a letter agreement with Mr. Dingley the Company’s Executive Vice President, Worldwide
Sales. The agreement provides that Mr. Dingley will receive an annualized base salary of $250,000. The agreement also provides for
Mr. Dingley to participate in an annual sales incentive plan with a target award of 80% of his base salary and a guaranteed incentive payment
of $50,000 for the first quarter of fiscal year 2012.

On February 1, 2012, the Company entered into a letter agreement with Mr. Laber, the Company’s Senior Vice President of Worldwide
Research and Development. The agreement provides that Mr. Laber will receive an annualized base salary of $300,000.

Please see “Potential Payments Upon Termination or Change in Control” below for a description of the severance benefits we provide to the
Named Executive Officers if their employment with the Company terminates under certain circumstances, as well as a description of the
separation agreements the Company entered into with Mr. P. Rodriguez and Mr. Pickering in connection with the termination of their
employment with the Company during fiscal year 2012.
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Effective November 7, 2011, we also entered into a consulting agreement with Mr. Leza in connection with his appointment as our interim
Chief Executive Officer and President. Under the agreement, Mr. Leza received a monthly consulting fee of $36,500 and a monthly grant of
2,000 fully-vested shares of our common stock. Mr. Leza did not receive any cash retainer fees for his service as a director during the period
in which he served as interim Chief Executive Officer and President. The consulting agreement terminated upon Mr. DiNardo’s commencing
employment with the Company on January 3, 2012.
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GRANTS OF PLAN-BASED AWARDS—FISCAL YEAR 2012

The following table presents information regarding the incentive awards granted to the Named Executive Officers in fiscal year 2012 or held
by the Named Executive Officers and modified in fiscal year 2012.
 

Name

 

Grant
Date  

 

Approval
Date  

 

Estimated Future
Payouts Under

Non-Equity
Incentive 

Plan Awards  

Estimated Future
Payouts Under

Equity Incentive
Plan Awards   

All
Other
Stock

Awards:
Number

of
Shares

of Stock
or Units

(#)  

 

All Other
Option
Awards:

Number of
Securities

Underlying
Options

(#)  

 Exercise
or Base
Price of
Option
Awards
($/Sh)  

 

Grant
Date
Fair

Value
of

Stock 
and

Option
Awards

($)     
Threshold

($)  
Target

($)  
Maximum

($)  
Threshold

(#)   
Target

(#)   
Maximum

(#)      
(a)  (b)      (c)  (d)  (e)  (f)   (g)   (h)   (i)   (j)   (k)   (l)  

Louis DiNardo   1/3/12    11/30/11           720,000   $ 6.43    1,631,952  
  1/3/12    11/30/11        480,000    480,000     $ 6.43    827,978  
  3/13/12    3/13/12        300,000        2,286,000  

Richard Leza   9/1/11    8/31/11          15,500      92,225  
  12/1/11    11/9/11          2,000      12,340  
  1/3/12    11/9/11          2,000      12,860  
  3/1/12    2/14/12          2,000      14,340  

Pedro (Pete) P. Rodriguez.   8/1/11    6/22/11       4,558   32,556    48,834       0  
  11/7/11    11/7/11           69,999   $ 8.57    128,688  

Kevin Bauer   7/1/11    4/8/11           48,000   $ 6.35    106,147  
  8/1/11    6/22/11       1,176    8,399    12,599       0  

Thomas R. Melendrez   5/2/11    4/8/11           52,000   $ 6.34    114,910  
  8/1/11    6/22/11       1,568    11,203    16,805       0  

Christopher Dingley   4/1/11    4/8/11           150,000   $ 5.96    311,340  
  4/1/11    4/8/11        45,000        268,200  

Carlos Laber   3/1/12    2/3/12           200,000   $ 7.17    505,500  
  3/1/12    2/3/12          25,000      179,250  

Paul Pickering   5/2/11    4/8/11           72,000   $ 6.34    159,516  
  8/1/11    6/22/11       1,545    11,033    16,550       0  

 
 The amounts reported in Column (l) reflect the fair value on the grant date of the stock and option awards granted to our Named Executive Officers during fiscal year 2012.

These values have been determined under the principles used to calculate the grant-date fair value of equity awards for purposes of our financial statements and without
any adjustments for forfeitures. For a discussion of the assumptions and methodologies used to value the awards reported in Column (l), please see footnote (2) to the
Summary Compensation Table. With respect to equity incentive plan awards, this column reflects the grant-date fair value of such awards based on the probable outcome
(as of the grant date) of the performance-based conditions applicable to the awards, as determined under generally accepted accounting principles.

 As described under “Potential Payments Upon Termination or Change in Control” below, the vesting of certain outstanding stock options and restricted stock unit awards
held by Mr. P. Rodriguez accelerated in connection with the termination of his employment in November 2011. There was no incremental fair value, determined in
accordance with FASB ASC 718, resulting from the modification of Mr. P. Rodriguez’s restricted stock units because the value of the awards, determined under FASB ASC
718, at the time of the modification was less than the value of the awards at the time of its initial grant. The incremental fair value, determined in accordance with FASB
ASC 718, of the modification of Mr. P. Rodriguez’s stock option was $128,688 and is reflected in this table and the Summary Compensation Table.

Description of Plan-Based Awards

Except as noted below with respect to the stock options granted to Mr. DiNardo, each of the equity-based awards granted during fiscal year
2012 and reported in the Grants of Plan-Based Awards Table was granted under, and is subject to, the terms of the 2006 Plan. The 2006 Plan
is administered by the Compensation Committee. The Compensation Committee has authority to interpret the plan provisions and make all
required determinations under the plan. This authority includes making required proportionate adjustments to outstanding awards upon the
occurrence of certain corporate events such as reorganizations, mergers and stock splits, and making provision to ensure that any tax
withholding obligations incurred in respect of awards are satisfied. Awards granted under the plan are generally only transferable to a
beneficiary of a Named Executive Officer upon his death. However, the Compensation Committee may establish procedures for the transfer of
awards to other persons or entities, provided that such transfers comply with applicable securities laws and, with limited exceptions set forth in
the plan document, are not made for value.

Under the terms of the 2006 Plan, if there is a change in control of the Company, each Named Executive Officer’s outstanding awards granted
under the plan will generally become fully vested and, in the case of options, exercisable, unless the
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Compensation Committee provides for the substitution, assumption, exchange or other continuation or settlement (in cash, securities or
property) of the outstanding awards. Any options that so become vested in connection with a change in control generally must be exercised
prior to the change in control, or they may terminate or be terminated in such circumstances.

Options

The options granted to Mr. DiNardo, effective January 3, 2012, were not granted under the 2006 Plan and were granted as an inducement to
his accepting employment with the Company. The vesting and other material terms of Mr. DiNardo’s options are described above in the
“Compensation Discussion and Analysis.” Except as described above, the terms of Mr. DiNardo’s options are generally the same as those of
other options granted under the 2006 Plan. Each of the other options granted to the Named Executive Officers in fiscal year 2012 reported in
the table above is subject to a four-year vesting schedule, with 25% of the option vesting on each of the first four anniversaries of the grant
date.

Each option granted to the Named Executive Officers during fiscal year 2012 has a per-share exercise price equal to the fair market value of a
share of the Company’s Common Stock on the grant date. For these purposes, and in accordance with the terms of the 2006 Plan and the
Company’s option grant practices, the fair market value is equal to the closing price of a share of the Company’s Common Stock on the
applicable grant date. Once vested, each option will generally remain exercisable until its normal expiration date. Each of the options granted to
the Named Executive Officers in fiscal year 2012 has a term of seven years. However, vested options may terminate earlier in connection with
a change in control transaction or a termination of the Named Executive Officer’s employment. Subject to any accelerated vesting that may
apply in the circumstances, the unvested portion of the option will immediately terminate upon a termination of the Named Executive Officer’s
employment. The Named Executive Officer will generally have three months to exercise the vested portion of the option following a
termination of employment. This period is extended to twelve months if the termination is a result of the Named Executive Officer’s death or
disability. Options (whether or not vested) will immediately terminate if a Named Executive Officer is terminated by the Company for cause.

The options granted to Named Executive Officers during fiscal year 2012 do not include any dividend rights.

Performance Stock Units

Other than the performance-based awards granted to Mr. DiNardo and described in the “Compensation Discussion and Analysis” above, the
“equity incentive plan” awards reflected in Columns (f) through (h) of the Grants of Plan-Based Awards Table reflect incentive awards under
the Company’s executive incentive program for fiscal year 2012 and an incentive award of performance stock units granted to Mr. Dingley
under his employment agreement in April 2011. The material terms of these awards are described in the “Compensation Discussion and
Analysis” above. The Named Executive Officers do not have the right to vote or dispose of the stock units.

Other Stock Awards

The awards reported in Column (i) of the table for Mr. Leza reflect the annual grant of restricted stock units he received in September 2011 for
his service as a director and three grants of fully-vested shares he received between December 2011 and March 2012 for his service as interim
Chief Executive Officer and President of the Company.

The award reported in Column (i) of the table for Mr. Laber reflects a grant of restricted stock units he received in March 2012 in connection
with his commencing employment with the Company. Mr. Laber’s award is subject to a three-year vesting schedule and is payable upon
vesting in shares of the Company’s common stock. Mr. Laber does not have the right to vote or dispose of the stock units.
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR 2012 YEAR-END

The following table presents information regarding the outstanding equity awards held by each of the Company’s Named Executive Officers
as of April 1, 2012, including the vesting dates for the portions of these awards that had not vested as of that date.
 
  Option Awards   Stock Awards  

  

 
Number of
Securities

Underlying
Unexercised

Options
(#)   

 
Number of
Securities

Underlying
Unexercised

Options
(#)   

Option
Exercise

Price
($)  

 

Option
Expiration

Date  

 
Number

of Shares
or Units

That Have
Not Vested

(#)  

 

Market
Value of
Shares or
Units of

Stock
That

Have Not
Vested
($)  

 

Equity
Incentive

Plan
Awards:

Number of
Unearned
Shares,
Units or
Other
Rights

That Have
Not

Vested
(#)  

 

Equity
Incentive

Plan
Awards: 
Market

or Payout
Value of

Unearned
Shares,
Units or

Other
Rights
That

Have Not
Vested

($)  Name  Exercisable   Unexercisable       
(a)  (b)   (c)   (d)   (e)   (f)   (g)   (h)   (i)  
Louis DiNardo   —      720,000   $ 6.43    1/3/19    100,000    840,000    —      —    

  —      120,000   $ 6.43    1/3/19    100,000    840,000    —      —    
  —      120,000   $ 6.43    1/3/19    100,000    840,000    —      —    
  —      120,000   $ 6.43    1/3/19    —      —      —      —    
  —      120,000   $ 6.43    1/3/19    —      —      

Richard Leza   54,000    —     $ 12.18    12/16/12    7,000    58,800    —      —    
  —      —      —      —      2,500    21,000    —      —    
  —      —      —      —      6,000    50,400    —      —    
  —      —      —      —      15,000    126,000    —      —    

Pedro (Pete) P. Rodriguez   54,000    —     $ 12.18    12/14/15    —      —      —      —    
  300,000    —     $ 8.57    5/1/15    —      —      —      —    
  260,000    —     $ 8.57    5/1/15    —      —      —      —    

Kevin Bauer   6,000    —     $ 7.76    12/30/17    5,000    42,000    —      —    
  12,000    —     $ 8.48    3/30/18    —      —      
  15,000    15,000   $ 7.25    1/30/20    —      —      —      —    
  7,500    22,500   $ 5.97    10/1/17    —      —      —      —    
  —      48,000   $ 6.35    7/1/18    —      —      —      —    

Thomas R. Melendrez   22,000    —     $ 15.96    7/12/12    5,000    42,000    —      —    
  24,000    —     $ 12.30    10/27/12    —      —      —      —    
  50,000    —     $ 13.75    7/11/14    —      —      —      —    
  19,500    —     $ 13.36    10/1/14    —      —      —      —    
  10,000    —     $ 8.48    4/1/15    —      —      —      —    
  37,500    12,500   $ 6.22    12/1/15    —      —      —      —    
  15,000    15,000   $ 7.56    3/1/17    —      —      —      —    
  7,500    22,500   $ 5.97    10/1/17    —      —      —      —    
  —      52,000   $ 6.34    5/2/18    —      —      —      —    

Christopher R. Dingley   37,500    112,500   $ 5.96    4/1/18    15,000    126,000    —      —    
  —      —      —      —      15,000    126,000    —      —    
  —      —      —      —      15,000    126,000    

Carlos Laber   —      200,000   $ 7.17    3/1/19    25,000    210,000    —      —    

Paul Pickering   —      —      —      —      —      —      —      —    
 

 The dollar amounts shown in Column (g) are determined by multiplying (x) the number of shares or units reported in Column (f) by (y) $8.40 (the closing price of the
Company’s Common Stock on March 30, 2012, the last trading day of fiscal year 2012).

 The unvested options are scheduled to vest 25% on January 3, 2013 and the remaining 75% in 36 monthly installments over the three-year period ending January 3, 2016.
 The unvested options are scheduled to vest on either March 31, 2013 or March 30, 2014 contingent on the Company’s stock price achieving certain target levels.
 The unvested options are scheduled to vest on either March 30, 2014 or March 29, 2015 contingent on the Company’s stock price achieving certain target levels.
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 The unvested options are scheduled to vest on either March 29, 2015 or March 27, 2016 contingent on the Company’s stock price achieving certain target levels.
 The unvested options are scheduled to vest on March 27, 2016 contingent on the Company’s stock price achieving certain target levels.
 The unvested options are scheduled to vest in two installments on each of February 1, 2013 and February 1, 2014.
 The unvested options are scheduled to vest in three installments on each of October 1, 2012, October 1, 2013 and October 1, 2014.
 The unvested options are scheduled to vest in four installments on each of September 1, 2012, September 1, 2013, September 1, 2014 and September 1, 2015.
 The unvested options are scheduled to vest on December 1, 2012.
 The unvested options are scheduled to vest in two installments on each of March 1, 2013 and March 1, 2014.
 The unvested options are scheduled to vest in three installments on each of April 1, 2013, April 1, 2014 and April 1, 2015.
 The unvested options are scheduled to vest in four installments on each of March 1, 2013, March 1, 2014, March 1, 2015 and March 1, 2016.
 The unvested portion of this award is scheduled to vest in three installments on each of April 2, 2013, April 2, 2014 and April 2, 2015, subject to the Company’s

achievement of specified financial performance goals in fiscal year 2013 as described under “Employment Agreement with Mr. DiNardo” in the Compensation Discussion
and Analysis above.

 The unvested portion of this award is scheduled to vest in three installments on each of April 1, 2014, April 1, 2015 and April 1, 2016, subject to the Company’s
achievement of specified financial performance goals in fiscal year 2014 as described under “Employment Agreement with Mr. DiNardo” in the Compensation Discussion
and Analysis above.

 The unvested portion of this award is scheduled to vest in three installments on each of March 31, 2015, March 31, 2016, and March 31, 2017, subject to the Company’s
achievement of specified financial performance goals in fiscal year 2015 as described under “Employment Agreement with Mr. DiNardo” in the Compensation Discussion
and Analysis above.

 The unvested portion of this award is scheduled to vest on September 1, 2015.
 The unvested portion of this award is scheduled to vest on September 1, 2012.
 The unvested portion of this award is scheduled to vest in three installments on each of September 1, 2012, September 1, 2013, and September 1, 2014.
 The unvested portion of this award is scheduled to vest in three installments on each of October 1, 2012, October 1, 2013, and October 1, 2014.
 The unvested portion of this award is scheduled to vest on July 1, 2012.
 The unvested portion of this award is scheduled to vest in three installments on each of May 16, 2012, April 1, 2013, and April 1, 2014.
 The unvested portion of this award is scheduled to vest on May 16, 2012.
 The unvested portion of this award is scheduled to vest on April 1, 2013.
 The unvested portion of this award is scheduled to vest in three installments on March 1, 2013, March 1, 2014, and March 1, 2015.
 As noted above, Mr. Pickering’s employment with the company terminated effective December 2, 2011. Each of his then outstanding and unvested stock options

terminated 90 days after that date. He did not hold any outstanding options or other equity awards as of April 1, 2012.
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OPTION EXERCISES AND STOCK VESTED—FISCAL YEAR 2012

The following table presents information regarding the exercise of stock options by Named Executive Officers during fiscal year 2012, and on
the vesting during fiscal year 2012 of other stock awards granted to the Named Executive Officers.
 

   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

($)  
(a)   (b)    (c)    (d)    (e)  

Louis DiNardo    —       —       —       —    
Richard Leza    —       —       13,500     84,990  
Pedro (Pete) P. Rodriguez    —       —       48,000     287,280  
Kevin Bauer    —       —       7,000     46,220  
Christopher Dingley    —       —       —       —    
Carlos Laber    —       —       —       —    
Thomas Melendrez    —       —       6,666     43,804  
Paul Pickering    37,497    16,060     10,000     63,500  

 
 The dollar amounts shown in Column (c) above for option awards are determined by multiplying (i) the number of shares of Common

Stock to which the exercise of the option related, by (ii) the difference between the per-share closing price of the Company’s Common
Stock on the date of exercise and the exercise price of the options. The dollar amounts shown in Column (e) above for stock awards are
determined by multiplying the number of shares or units, as applicable, that vested by the per-share closing price of Common Stock on
the vesting date.
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POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL

The following section describes the benefits that may become payable to certain Named Executive Officers in connection with a termination of
their employment with the Company and/or a change in control of the Company. In each case, the executive’s right to receive the severance
benefits described below is contingent upon the executive’s providing a general release of claims to the Company. In addition to the benefits
described below, outstanding equity-based awards held by the Named Executive Officers may also be subject to accelerated vesting in
connection with a change in control of the Company under the terms of the 2006 Plan (or other applicable stock incentive plan) as noted under
“Grants of Plan-Based Awards” above. For information on the severance benefits provided to Mr. DiNardo, please see “Employment
Agreement with Mr. DiNardo” in the “Compensation Discussion and Analysis” above.

Change of Control Severance Benefit Plan

Mr. Melendrez participates in the Company’s Change of Control Severance Benefit Plan (the “Severance Plan”). Under the Severance Plan,
executive officers of the Company selected to participate in the plan may become entitled to receive cash severance benefits if their employment
is terminated by the Company without cause or by the executive for good reason (as such terms are defined in the Severance Plan), in either
case within thirteen months following the date of a change in control (as defined in the Severance Plan) of the Company. The severance benefit
amount is payable in a lump sum and equals the greater of (i) the executive’s base salary for one year at the rate in effect at the time of the
change in control, or (ii) the executive’s base salary per month at the rate in effect at the time of the change in control, multiplied by the number
of the executive’s complete years of service with the Company (up to a maximum of 24 years of service). In addition, in the event that the
executive’s benefits under the Severance Plan are subject to the excise tax imposed under Section 280G, the Company will make an additional
payment to the executive so that the net amount of such payment (after taxes) he or she receives is sufficient to pay the excise tax due (a
“gross-up payment”).

Change of Control Severance Agreements

The Company has entered into change in control severance agreements with each of Mr. Bauer and Mr. Dingley. Each of these agreements
provides that if, within 12 months following a change in control of the Company (as defined in the agreement), the executive’s employment is
terminated either by the Company without cause or by the executive for good reason (as such terms are defined in the agreement), the
executive would be entitled to vesting in full of all equity awards granted to him by the Company and a lump sum cash severance payment
equal to three months of his base salary, plus one additional month’s base salary for each complete year of service with the Company (up to a
maximum aggregate severance payment of six months’ base salary). Mr. Laber’s employment agreement with the Company provides that if,
within 12 months following a change in control of the Company, his employment is terminated either by the Company without cause or by
him for good reason (as such terms are defined in the agreement), he would be entitled to accelerated vesting of fifty percent of his then-
outstanding and unvested equity awards granted by the Company.

The following tables present the benefits the Named Executive Officers covered under these severance arrangements would have been entitled
to receive had their employment with the Company terminated under the circumstances described above on April 1, 2012:

Severance Benefits (Outside of Change of Control)
 

Name   

Cash
Severance

($)    

Continuation of
Health

Benefits($)    

Equity
Acceleration

($)    Total ($)  

Louis DiNardo    500,000     29,865     413,700     943,565  
 

 This amount represents 12 months of Mr. DiNardo’s base salary.
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 This amount represents the aggregate estimated cost of the premiums that would be charged to continue health coverage for 12 months
pursuant to COBRA for Mr. DiNardo and his eligible dependents (to the extent that such dependents were receiving health benefits prior
to April 1, 2012).

 This column reports the intrinsic value of the unvested portions of Mr. DiNardo’s awards that would accelerate if the executive’s
employment had terminated on April 1, 2012 in the circumstances described above. For options, this value is calculated by multiplying
the amount (if any) by which $8.40 (the closing price of the Company’s Common Stock on the last trading day of fiscal year 2012)
exceeds the exercise price of the option by the number of shares subject to the accelerated portion of the option. For restricted stock unit
awards, this value is calculated by multiplying $8.40 by the number of units subject to the accelerated portion of the award. Under the
terms of Mr. DiNardo’s performance-based equity awards, he would have been credited in such circumstances with 12 months of
additional time-based vesting, and the awards would have remained subject to their performance-based vesting conditions (which had
not been satisfied as of April 1, 2012). Accordingly, the awards would not have accelerated on that date, and no value has been attributed
to these awards in the table above.

Change of Control Severance Benefits
 

Name   

Cash
Severance

($)    

Continuation of
Health

Benefits($)    

Equity
Acceleration

($)    Total ($)  

Louis DiNardo    500,000     29,865     4,884,000     5,413,865  
Kevin Bauer    125,000     —       212,325     337,325  
Carlos Laber    —       —       228,000     228,000  
Chris Dingley    125,000     —       400,500     525,500  
Thomas Melendrez    528,000     —       243,645     771,645  

 
 These amounts represent the executive’s base salary for the following periods: Mr. DiNardo, 12 months; Mr. Bauer, six months;

Mr. Dingley, six months; and Mr. Melendrez, 24 months.
 See footnote (2) to the table above.
 As noted above, the equity-based awards held by the Company’s Named Executive Officers are subject to accelerated vesting in

connection with a change in control of the Company in accordance with the terms of the agreements described above or the applicable
plan under which the award was granted. This column reports the intrinsic value of the unvested portions of all of the executive’s then-
outstanding awards subject to acceleration in connection with a change in control. See footnote (3) to the table above for the calculation
of these amounts.

 The Company estimates that the payment of the foregoing amounts to Mr. Melendrez (including any acceleration of his equity-based
awards that may apply in the circumstances) would not trigger excise taxes under Section 280G. (For purposes of this calculation, the
Company has assumed that the executive’s outstanding equity awards would be accelerated and terminated in exchange for a cash
payment upon the change in control.) As described above, none of the other Named Executive Officers have rights to gross-up payments
for excise taxes under Section 280G.

P. Rodriguez Separation Agreement

In connection with the termination of Mr. P. Rodriguez’s employment in November 2011, he entered into a separation agreement that provided
for him to receive the following severance benefits: (1) a cash payment of $541,333 (payable in installments over 14 months), (2) payment of
the premiums for continued health coverage for Mr. P. Rodriguez and his eligible dependents for seven months following the termination date,
(3) accelerated vesting of any portion of his outstanding equity awards that were scheduled to vest within the 12-month period following the
termination date, and (4) an extension of the period in which he may exercise his vested stock options until 12 months following the
termination date. The separation agreement includes Mr. P. Rodriguez’s release of claims and agreement to comply with certain restrictive
covenants in favor of the Company.
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Pickering Separation Agreement

In connection with the termination of Mr. Pickering’s employment in December 2011, he entered into a separation agreement that provided for
him to receive (1) a cash payment of $41,538 (payable in installments over eight weeks), and (2) payment of the premiums for continued
health coverage for Mr. Pickering and his eligible dependents for two months following the termination date. The separation agreement
includes Mr. Pickering’s release of claims and agreement to comply with certain restrictive covenants in favor of the Company.
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REPORT OF THE AUDIT COMMITTEE

OF THE BOARD OF DIRECTORS

The information contained in this report shall not be deemed to be “soliciting material” or to be “filed” with the Securities and Exchange
Commission, nor shall such information be incorporated by reference into any future filings with the Securities and Exchange Commission,
or subject to the liabilities of Section 18 of the Securities Exchange Act of 1934, as amended, whether made before or after the date hereof and
irrespective of any general incorporation language in any such filing, except to the extent that the Company specifically incorporates it by
reference into a document filed under the Securities Act of 1933, as amended, or Securities Exchange Act of 1934, as amended.

The rules and regulations of the SEC require the Company to include in its Proxy Statement a report from the Audit Committee of the Board.
The following is the report of the Audit Committee with respect to the Company’s audited financial statements for the fiscal year ended
April 1, 2012, included in the Company’s Annual Report on Form 10-K for its fiscal year 2012.

On behalf of the Board of Directors, the Audit Committee is responsible for providing an independent, objective review of the Company’s
auditing, accounting and financial reporting process, public reports and disclosures and system of internal control over financial reporting, as
well as engaging and supervising the Company’s independent auditors. The Audit Committee is comprised solely of “independent directors”
as defined in the Marketplace Rules of The NASDAQ Global Select Market and directors who are “independent” as defined in SEC
Rule 10A-3, and is governed by a written charter adopted by the Board of Directors, a copy of which can be viewed at the Company’s
website: www.exar.com. The composition of the Audit Committee, the attributes of its members and the responsibilities of the Audit
Committee, as reflected in the Audit Committee’s charter, are intended to be in accordance with applicable requirements for public company
audit committees. The Board of Directors has determined that the Audit Committee chair, Mr. Hilton, is an “audit committee financial expert”
within the meaning of Item 407 of SEC Regulation S-K.

The Audit Committee is responsible for recommending to the Board that the Company’s financial statements be included in the Company’s
Annual Report. The Committee took a number of steps in making this recommendation for fiscal year 2012. First, the Audit Committee
discussed with PricewaterhouseCoopers LLP (“PWC”), the Company’s independent registered public accounting firm for fiscal year 2012,
those matters required to be discussed with the Audit Committee under applicable auditing standards, such as SAS 61, as amended (AICPA,
Professional Standards, Vol. 1, AU Section 380, as adopted by the Public Company Accounting Oversight Board in Rule 3200T), including
information concerning the scope and results of the audit. Second, the Audit Committee discussed with PWC its independence, and received
the written disclosures and the letter from it regarding its independence as required by applicable requirements of the Public Company
Accounting Oversight Board regarding PWC’s communications with the Audit Committee concerning independence, and has discussed with
PWC its independence. Finally, the Audit Committee reviewed and discussed with Company management and PWC the Company’s audited
consolidated balance sheet at April 1, 2012, and audited consolidated statements of operations, cash flows and stockholders’ equity and
comprehensive income (loss) for the fiscal year ended April 1, 2012. Based on the discussions with PWC concerning the audit, the
independence discussions, the financial statement review and additional matters deemed relevant and appropriate by the Audit Committee, on
June 12, 2012, the Audit Committee as then constituted recommended to the Board that these financial statements be included in the
Company’s Annual Report on Form 10-K for the fiscal year ended April 1, 2012.

Respectfully submitted,
The Audit Committee

Brian Hilton, Chairman
Izak Bencuya
Gary Meyers
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

We have entered into indemnity agreements with certain of our executive officers and directors which provide, among other things, that we
will indemnify such executive officer or director, under the circumstances and to the extent provided for therein, for expenses, damages,
judgments, fines and settlements he/she may be required to pay in actions or proceedings to which he/she is or may be made a party by reason
of his/her position as a director, executive officer or other agent of the Company, and otherwise to the full extent permitted under Delaware
law and our Bylaws.

Pierre Guilbault, one of our directors, is an executive officer of Future Electronics Inc. (“Future”), our largest distributor. Mr. Guilbault joined
the Board of Directors in August 2007 in connection with our acquisition of Sipex Corporation. During fiscal year 2012, approximately 31%
of our revenue was derived from the sale of products to Future. The Audit Committee has reviewed our business relationship with Future and
considered it in light of Mr. Guilbault’s membership on the Board of Directors, and has approved such business relationship and authorized
the Company to continue to do business with Future. The Audit Committee will continue to monitor this business relationship. The Board has
determined that Mr. Guilbault is not an “independent director” under the listing standards of The NASDAQ Global Select Market as a result
of the business relationship between the Company and Future. Future is also an affiliate of our largest stockholder, Alonim Investments Inc.,
which beneficially owns shares of our Common Stock through its wholly owned affiliate, Rodfre Holdings LLC as described above under
“Security Ownership of Certain Beneficial Owners and Management.”

Under our related party transaction policies and procedures, information about transactions involving related persons is assessed by the Audit
Committee. Related persons include (i) any of our directors, executive officers and nominees for director, (ii) any beneficial owner of more
than 5% of any class of our voting securities, (iii) any immediate family member of the foregoing persons, or (iv) any firm, corporation or
other entity in which any of the foregoing persons is employed or in which all the related persons, in the aggregate, have a 10% or greater
beneficial ownership interest. If the determination were made that a related person has a material interest in any Company transaction (a
“related party transaction”), then the Audit Committee would review, approve, ratify or, at its discretion, take other action with respect to the
transaction. Any related party transaction would be disclosed to the extent required by SEC rules.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors and executive officers, and persons who own more
than ten percent (10%) of a registered class of our equity securities to file with the SEC initial reports of ownership and reports of changes in
ownership of Common Stock and other equity securities of the Company. Executive officers, directors and greater than ten percent
(10%) stockholders are required by SEC regulation to furnish us with copies of all Section 16(a) forms they file.

Except for reports with respect to the transactions described above, to our knowledge, based solely on a review of the copies of such reports
furnished to us and written representations that no other reports were required during the fiscal year ended April 1, 2012, all of our executive
officers, directors and greater than ten percent (10%) stockholders complied with applicable Section 16(a) filing requirements during the fiscal
year ended April 1, 2012.

ACCOUNTANTS

Our financial statements have been audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm.
Representatives of PricewaterhouseCoopers LLP are expected to be present at the Annual Meeting, will have an opportunity to make
a statement if they desire to do so, and are expected to be available to respond to appropriate questions.
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COMMUNICATING WITH THE COMPANY

If you would like to receive information about us, without charge, you may use one of these convenient methods:
 

 1. To have information such as our latest Quarterly Earnings Release, Form 10-K, Form 10-Q or Annual Report mailed to you,
stockholders residing in the U.S., please call the transfer agent, Computershare, at 312-588-4990.

 

 

2. To view our website on the Internet, use our Internet address: www.exar.com. The Company’s website includes product, corporate
and financial data, as well as recent earnings releases, current stock price, an electronic file of this Proxy Statement, Form 10-K,
Form 10-Q, the Annual Report to Stockholders, job listings, instructions on how to contact non-employee members of the Board of
Directors via the Contact Us - IR tab on our website, ethics policies and charters for each Committee of the Board of Directors.
Internet access to this information has the advantage of providing you with up-to-date information about the Company throughout
the year.

 

 3. To reach our Investor Relations representative, please call 510-668-7201.

If you would like to write to the Company, please send your correspondence to the following address:

Exar Corporation
48720 Kato Road
Fremont, California 94538
Attention: Investor Relations, M/S 210

The Board of Directors hopes that stockholders will attend the Annual Meeting. Whether or not you plan to attend, you are urged to submit
your proxy over the Internet, by telephone or by mail as promptly as possible. A prompt response will greatly facilitate arrangements for the
Annual Meeting, and your cooperation will be appreciated.

Stockholders may obtain a copy of the Annual Report on Form 10-K, without charge, by writing to Exar Corporation, 48720 Kato Road,
Fremont, California 94538, Attention: Investor Relations, M/S 210. The Annual Report on Form 10-K is also available at www.exar.com and
at the website referred to in the Availability Notice.
 

By Order of the Board of Directors

/s/ Thomas R. Melendrez
THOMAS R. MELENDREZ
Secretary

July 19, 2012
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