DATE AND TIME
PLACE

ITEMS OF BUSINESS

RECORD DATE
ANNUAL MEETING ADMISSION

VOTING BY PROXY

PMC-SIERRA, INC.

3975 Freedom Circle, Suite 100
Santa Clara, California 95054
(408) 239-8000

Notice of Annual Meeting of Stockholders

April30, 2008 at 9:00 a.n

HiltonSanta Clara
4949 GreatAmerica Parkway
SantaClara, California 950¢

(1) To elect directors to serve until the 2008hAal Meeting of Stockholders of PMC-
Sierra, Inc. (PMC or the Company). The nomineesdHerBoard of Directors are Robert
L. Bailey, Richard E. Belluzzo, James V. Diller,,9ichael R. Farese, Jonathan J.
Judge, William H. Kurtz and Frank J. Marshall.

(2) To ratify the appointment of Deloitte & TdweLLP as PMC's independent auditors.
(3) To approve the 2008 Equity Plan.
(4) To vote on a proposal submitted by stockbwsdf properly presented at the meeting.

(5) To consider such other business as may gyopeme before the 2008 Annual Meeting
of Stockholders (the Annual Meeting

You are entitled to vote if you were a stockholdethe close of business on March 5, 2(

All PMC stockholders are cordially invited to attkthe Annual Meeting in person. The
Annual Meeting will begin promptly at 9:00 a.

Your vote is important. Whether or not you plarattend the meeting, please vote as soon as
possible. You may vote by mailing a completed proayd, by telephone or over the Internet,
except that stockholders who receive the proxy ri@seover the Internet will not receive a
proxy card in the mail. For specific voting insttioas, please refer to the instructions
provided with your proxy card or the voting insttioas you receive by e-mail and in this
Proxy Statemen

/sl Alinka Flamina
Vice President, General Counsel, Corporate Segr

This proxy statement and accompanying proxy caedoaing distributed on or about March 20, 2008.




PMC-SIERRA, INC.
3975 Freedom Circle, Suite 100
Santa Clara, California 95054

PROXY STATEMENT FOR ANNUAL MEETING OF STOCKHOLDERS

INFORMATION CONCERNING SOLICITATION AND VOTING

This proxy statement, the accompanying proxy cardlithe Annual Report to Stockholders of PMC-Sidme, (PMC, the Company, us

or we) is being mailed to you on or about MarchZI)8. The Board of Directors (the Board) of tharpany is soliciting your proxy to vote
your shares at the 2008 Annual Meeting of Stockirsldthe Annual Meeting). This proxy statement mes you with information on the:
matters to assist you in voting your shares.

Questions and Answers About the Proxy Materials anthe Annual Meeting

Q:
A:

Q

Q

Q

Q

Why am | receiving these materials?

PMC'’s Board is providing these proxy materialg/bu in connection with PMC’s Annual Meeting, wiiwill take place on April 30,
2008. Stockholders are invited to attend the AniMebting and are requested to vote on the propdsaisribed in this proxy stateme

What information is contained in these materi&ls

The information included in this proxy statemeeglaates to the proposals to be voted on at thaiAhkleeting, the voting process, the
compensation of directors and our most highly gaiglcutive officers, and certain other requiredrimfation. PMC’s Annual Report on
Form 1(-K for the fiscal year ended December 30, 2007 paypcard and a return envelope are also enclc

What proposals will be voted on at the Annual dtng?
There are four proposals scheduled to be voted tireaAnnual Meeting
» the election of director:
» the ratification of the appointment of Deloitte &Udche LLP as PM’s independent auditor
» the approval of the 2008 Equity Plan; ¢
» aproposal submitted by stockholders, if properspnted at the meetir

What is the Boar(s voting recommendation

PMC'’s Board recommends that you vote your shad&R" each of the nominees to the Board, “FOR” thification of the
appointment of Deloitte & Touche LLP as PMC'’s indagent auditors, “FOR” the approval of the 2008iggRlan, and “AGAINST”
the stockholder propos:

Which of my shares can be vote:

You can vote all shares you owned as of theectifbusiness on March 5, 2008 (the Record Dategs@& shares include shares that are:
(1) held directly in your name as the stockholdereaord, and (2) held for you as the beneficiahemthrough a stockbroker, bank or
other nominee



Q

Q

Q

Q

What is the difference between holding sharesaastockholder of record and as a beneficial owner?

Most stockholders of PMC hold their shares tlgioa stockbroker, bank or other nominee rather tliactly in their own name. As
summarized below, there are some distinctions batvebares held of record and those owned benéfic

Stockholder of Record

If your shares are registered directly in your nawth PMC'’s transfer agent, American Stock Trangféfrust Company, you are
considered the stockholder of record of those sha#® the stockholder of record, you have the riglgrant your voting proxy directly
to PMC or to vote in person at the Annual MeetiANIC has enclosed a proxy card for you to use.

Beneficial Owner

If your shares are held in a stock brokerage adomuby a bank or other nominee, you are considéredbeneficial owner of shares h
in “street name,” and these proxy materials arad&rwarded to you by your broker or nominee whoansidered, with respect to
those shares, the stockholder of record. As thefimal owner, you have the right to direct youoker on how to vote and are also
invited to attend the Annual Meeting. However, siyou are not the stockholder of record, you maywnote these shares in person at
the Annual Meeting. Your broker or nominee shoulgvile you with a voting instruction card for yauuse in directing the broker or
nominee regarding how to vote your shares.

How can | vote my shares in person at the Annual dieg?

Shares held directly in your name as the stolddroof record may be voted in person at the AniMting. If you choose to do so,
please bring the enclosed proxy card or proof efidication.

Even if you plan to attend the Annual Meeting, PlCommends that you also submit your proxy as destibelow so that your vote
will be counted if you later decide not to attehd Annual Meeting. Shares held in street name reayobed in person by you only if
you obtain a signed proxy from the record holdeimgj you the right to vote the shares.

How can | vote my shares without attending the AraiiMeeting?

Whether you hold shares directly as the stoatéobf record or beneficially in street name, yoayrdirect your vote without attending
the Annual Meeting. You may vote by granting a gréor those shares you hold directly as the stolddroof record or, for shares held
in street name, by submitting voting instructiomgour broker or nominee using the voting instruttcard provided by your broker or
nominee. You may also vote by telephone or oveirnternet by following either the instructions inded on your proxy card or the
voting instructions you receive b-mail. If you vote by telephone or over the Intermiet not complete and mail your proxy ce

Can | change my vote

You may change your proxy instructions at amyetiprior to the vote at the Annual Meeting. Forrshdneld directly in your name, you
may accomplish this by granting a new proxy beaargter date (which automatically revokes theieagroxy) or by attending the
Annual Meeting and voting in person. AttendancthatAnnual Meeting will not cause your previousharted proxy to be revoked
unless you specifically so request. For shares hetéficially by you, you may accomplish this bysiitting new voting instructions to
your broker or nomine¢



Q

Q

Q

Q

Q

Q

How are votes counted

In the election of directors, you may vote “FO&I' of the nominees or your vote may be “WITHHELRIth respect to one or more of
the nominees. For the other proposals, you may“W@&R,” “AGAINST” or “ABSTAIN.” If you “ABSTAIN,” i t has the same effect as
a vote “AGAINST.” If you sign your proxy card orddter voting instruction card with no further insttions, your shares will be voted
in accordance with the recommendations of the B¢

What is the voting requirement to approve each loé¢ fproposals’

The seven nominees receiving the highest nurobaffirmative votes of the shares present or regméed and entitled to vote shall be
elected as directors. All other proposals requiesaffirmative “FOR” vote of a majority of thoseasks present and entitled to vote. If
you are a beneficial owner and do not provide thekdolder of record with voting instructions, yairares may constitute broker -
votes, as described below in “What is the quoruquirement for the Annual Meeting?” In tabulating toting result for any particular
proposal, shares that constitute broker-votes are not considered entitled to vi

What does it mean if | receive more than one pyor voting instruction card?

It means your shares are registered differentlgrerin more than one account. Please provide vaistguctions for all proxy and votir
instruction cards you receiv

Where can | find the voting results of the Annusleeting?

PMC will announce preliminary voting resultstaé Annual Meeting and publish final results in P&IGuarterly report on Form 10-Q
for the second quarter of fiscal year 20

What happens if additional proposals are presenggdhe Annual Meeting~

Other than the proposals described in this pstayement, PMC does not expect any matters todsepted for a vote at the Annual
Meeting. If you grant a proxy, the persons namegragy holders, Robert L. Bailey and Alinka Flanainwill have the discretion to vc
your shares on additional matters properly preskfuiea vote at the Annual Meeting. If for any urgseen reason any of PI's
nominees is not available as a candidate for diretlie person named as proxy holder will vote ymaixy for such other candidate or
candidates as may be nominated by the Bc

What class of shares is entitled to be vote

Each share of PMC’s common stock outstandingfalse close of business on March 5, 2008, the REDate, is entitled to one vote at
the Annual Meeting. In addition, since cumulativaing applies to PMC’s common stock in the electbuirectors, if any stockholder
at the meeting and prior to the voting gives notitthe stockholder’s intention to cumulate votessthe election of directors, then the
stockholder, or the stockholder’s proxy, may curteikuch stockholder’s votes and give one candalatember of votes equal to the
number of directors to be elected multiplied by tlienber of shares held by such stockholder, oribige the stockholdes'votes on th
same principle among as many candidates as thiehstider may select, provided that votes cannotase for more than seven
nominees. On the Record Date, PMC had approximatsy383,664 shares of common stock issued anthodisg.
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What is the quorum requirement for the Annual Mé&ng?

The quorum requirement for holding the Annualddlieg and transacting business is a majority ofthtstanding shares entitled to be
voted as of the Record Date. The shares may bemirisperson or represented by proxy at the AnMeadting. Both abstentions and
broker non-votes are counted as present for theogerof determining the presence of a quorum. Brno&e-votes, however, are not
counted as shares present and entitled to be witkedespect to the matter on which the brokerdygwessly not voted. Thus, broker
non-votes will not affect the outcome of any of thatters being voted on at the Annual Meeting. @alye broker non-votes occur
when shares held by a broker for a beneficial ovanemot voted with respect to a particular propbsaause (1) the broker has not
received voting instructions from the beneficialrarand (2) the broker lacks discretionary votiogver to vote such share

Who will count the vote’
A representative of The Altman Group, Inc. will tédite the votes and act as the Inspector of Elesi

Is my vote confidential’

Proxy instructions, ballots and voting tabulasahat identify individual stockholders are haddle a manner that protects your voting
privacy. Your vote will not be disclosed either kit PMC or to third parties except (1) as necestamjeet applicable legal
requirements, (2) to allow for the tabulation ofemand certification of the vote, or (3) to faeile a successful proxy solicitation by the
Board. Occasionally, stockholders provide writtemenents on their proxy card which are then forwdrePMC s managemen

How can | receive future proxy materials electroilty?

We encourage you to elect to receive future pnmaterials electronically in order to conserveunatresources and to help us reduce
printing costs and postage fees. With electroniively, you will be notified via e-mail as soonthe proxy materials are available on
the Internet, and you can submit your votes onlireeregister for electronic deliver

1. go to our Investors Relations websitéhttp://www.pm-sierra.com/proxy;

2. click on the box“Request Electronic Delivery of Mater’; and
3. follow the instructions provided to complete yoagistration.

Once you register for electronic delivery, you wilteive proxy materials electronically as longasr account remains active or until
you cancel your registration.

Another member of my household is also a PMC stogkler and we share the same address. Why did wg mdeive one copy of tt
proxy materials?

In a further effort to reduce printing costs graktage fees, we have adopted a practice appbyv#ek Securities and Exchange
Commission (SEC) called “householding.” Under tiriactice, stockholders who have the same addresksinname and do not
participate in electronic delivery of proxy matdsiavill receive only one copy of our proxy matesialinless one or more of these
stockholders notifies us that he or she wishesiicue receiving individual copies. Stockholdetsowarticipate in householding will
continue to receive separate proxy ca

If you share an address with another stockholdéraceived only one set of proxy materials and wdilkk to request a separate cop
these materials, please: (1) mail your requesM&+Sierra, Inc., 3975 Freedom Circle, Suite 100)t&&lara, California 95054, Attn:
Investor Relations; (2) send an e-mailrteestor_relations@pmsierra.com; or (3) call our Investor Relations department-#&04-415-
6144,




Q

Q

Additional copies of the proxy materials will bens&vithin 30 days after receipt of your requesii&irly, you may also contact us if
you received multiple copies of the proxy materaisl would prefer to receive a single copy in titerre.

Who will bear the cost of soliciting votes for tenual Meeting?

PMC will pay the entire cost of preparing, asbéing, printing, mailing and distributing these pyomaterials. In addition to the mailing
of these proxy materials, the solicitation of pesxbr votes may be made in person, by telephohg electronic communication by
PMC's directors, officers, and employees, who wilt receive any additional compensation for sudicisation activities. PMC has
retained the services of The Altman Group, In@itbin the solicitation of proxies from banks, beok nominees and intermediaries.
PMC estimates that it will pay The Altman Groups.la fee of approximately $25,000 for its servi¢esaddition, PMC may reimburse
brokerage firms and other persons representingficei@wners of shares for their expenses in fadirgg solicitation material to such
beneficial owners

May | propose actions for consideration at next y’s annual meeting of stockholders or nominate indluvals to serve as director:
You may submit proposals or nominate directorstorsideration at future annual meetings of stoakdrsl.

Any stockholder who wants to make a proposal aador nomination that is to be included in PMC’exyr statement for that annuall
meeting must deliver written notice to PMC'’s comtersecretary at least 120 days before the oneaywaversary of the mailing date of
the prior year’s proxy materials (in the case & 2009 annual meeting, this date is November 208 R@®ny stockholder who wants to
make a proposal or director nomination that istadte included in PMC'’s proxy statement for that@ad meeting, must deliver written
notice to PMC's corporate secretary at least 45 diefore the one-year anniversary of the mailirg dathe prior year’'s proxy
materials (in the case of the 2009 annual meetimig date is February 3, 2009). This notice mustaio the information specified in
PMC's bylaws regarding the matters proposed torbadht before the annual meeting and the stockh@idgposing such matters. Such
proposals will also need to comply with the SE@gulations regarding the inclusion of stockhold@ppsals in PMC-sponsored proxy
materials. If the date of next year's annual megisnmore than 30 days after the one-year annimecfahis years annual meeting, th
the deadline will be changed.



PROPOSAL NO. 1
ELECTION OF DIRECTORS
PMC currently has seven directors. Unless otherimsteucted, the proxy holders will vote the praxieceived by them for the seven
nominees of the Board of Directors (the Board) ndimelow. If any nominee is unable or declines twesas a director at the time of the
Annual Meeting, the proxies will be voted for argnminee designated by the present Board to filvdancy. Each director has consented to
his nomination and PMC does not expect that anyimeenwill be unable to serve as a director. Thentef office of each person elected as a

director will continue until the next annual meetiof stockholders or until such director’s succe$ss been elected. The table below sets
forth information about each nominee as of MarcA(H)8.

Recommendation
PMC's Board of Directors recommends a vote FOR theominees listed below:

Director

Name of Nominee Age  Principal Occupation Since
Robert L. Bailey 50 President and Chief Executive Officer, P} 1996
Richard E. Belluzz« 54  Chief Executive Officer, Quantum Corporati 2003
James V. Diller, Si 72 Retired 1983
Michael R. Farese 61 President and Chief Executive Officer, BitWave

Semiconductor, In 2006
Jonathan J. Jud 54  President and Chief Executive Officer, Paychex, 2004
William H. Kurtz 50 Chief Financial Officer, Bloom Ener¢ 2003
Frank J. Marsha 61 Private Investor and Management Consul 1996

Robert L. Bailey

Mr. Bailey has been a director of PMC since Octd896. Mr. Bailey has been PMC'’s President and f{GEwecutive Officer since
July 1997. He has been Chairman of the Board di#aye2005 and also served as Chairman from Feb2@09 until February 2003.
Mr. Bailey has served as President, Chief Execu@iffecer and director of PMC-Sierra, Ltd., PMC’srzalian operating subsidiary, since
December 1993. Mr. Bailey was employed by AT&T-Mielectronics from August 1989 to November 1993, el served as Vice
President and General Manager, and by Texas Institanin management from June 1979 to August 1989BRlley is also a director of
Micron Technology, Inc., a provider of advanced memductor memory solutions. On October 18, 200MCRannounced that Mr. Bailey w
be retiring as the Company’s President and Chiecktive Officer upon the appointment of his rephaeat and will continue as Chairman of
the Board, subject to his reelection at the Andeéting.

Richard E. Belluzzo

Mr. Belluzzo has been a director of PMC since 20@3. He has been Chief Executive Officer of Quan@orporation, a computer
storage solutions company, since September 20021 Beptember 1999 to May 2002, Mr. Belluzzo heldsemanagement positions with
Microsoft Corp., most recently as President anceCBperating Officer. From January 1998 to Septemb89, Mr. Belluzzo was Chief
Executive Officer of Silicon Graphics Inc. From B9 January 1998, Mr. Belluzzo was with Hewlettigad Co., most recently as
Executive Vice President of the printer business.B&lluzzo is Chairman of the board of directofQoantum Corporation and JDS
Uniphase, an optical telecommunications equipmeaken

James V. Diller, Sr.

Mr. Diller, a founder of PMC, was PMC'’s Chief Exd¢iee Officer from 1983 to July 1997 and Presideontrf 1983 to July 1993.
Mr. Diller has been a director of PMC since itsnfiation in 1983. Mr. Diller was
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Chairman of PMC’s Board from July 1993 until Felu2000, when he became Vice Chairman. He is at$icegtor of Intersil Corporation,
an analog semiconductor company.

Michael R. Farese

Mr. Farese joined PMG'Board in May 2006. He is the President and Cbxefcutive Officer of BitWave Semiconductor, Inc. slve:
as the Senior Vice President of Engineering fonR&hc. from July 2005 until September 2007. He wesChief Executive Officer and
President of WJ Communications from March 2002utmeJ2005. He was Chief Executive Officer and Peadiedf Tropian, Inc. from October
1999 to March 2002 and prior to that held senionag@ment positions at Motorola, Ericsson and Nbkabile Phones. Mr. Farese also held
management positions at AT&T and Bell LaboratorMds. Farese is a director of BitWave Semicondudiaor, and Newfound
Communications, Inc.

Jonathan J. Judge

Mr. Judge has been a director of PMC since Apfi2®ince October 2004, Mr. Judge has been théderésand Chief Executive
Officer of Paychex, Inc., a provider of payroll amgman resource services. Mr. Judge served asiBrnesind Chief Executive Officer of
Crystal Decisions, Inc. from October 2002 until therger of Crystal Decisions with Business Objé&c#s. in December 2003. From 1976
until October 2002, Mr. Judge was employed by haé&ponal Business Machines Corporation (IBM), wheeeheld senior management
positions, most recently as General Manager of IBpErsonal computing division. Mr. Judge was alsteaber of IBM’s Worldwide
Management Committee from 1999 until 2002. Mr. &udgalso a director of Paychex, Inc.

William H. Kurtz

Mr. Kurtz has been a director of PMC since ApriD30Mr. Kurtz joined Bloom Energy, a developer o¢lfcell systems for on-site
power generation, as its Chief Financial OfficeMdarch 1, 2008. Prior to joining Bloom Energy, Miurtz served as the Executive Vice
President and Chief Financial Officer of Novellys&ms, Inc., a global semiconductor equipment @mpsince September 2005. From
March 2004 until August 2005, Mr. Kurtz was Senlice President and Chief Financial Officer of Enigelmformation Technologies, Inc.
From July 2001 to February 2004, Mr. Kurtz was €Rperating Officer and Chief Financial Officer 8ARdata, Inc. From August 1998 to
June 2001, Mr. Kurtz was Executive Vice Presidemt @hief Financial Officer of Scient Corporatiomofa July 1983 to August 1998,

Mr. Kurtz served in various capacities at AT&T, IfAT&T), including Vice President of Cost Managemhand Chief Financial Officer of
AT&T's Business Markets Division. Prior to joinil§T&T, he worked at Price Waterhouse, now PricewataseCoopers LLP. Mr. Kurtz is
a certified public accountant.

Frank J. Marshall

Mr. Marshall has been a director of PMC since Ap896. Mr. Marshall is a private investor in, andmagement consultant to, early
stage high technology companies. Mr. Marshall seaginterim Chief Executive Officer of Covad Conmmuations Group from
November 2000 until July 2001. From July 1995 tadber 1997, Mr. Marshall was Vice President and&tainManager, Core Produc
Business Unit of Cisco Systems, Inc. From April 298 July 1995, Mr. Marshall was Vice PresidenEafjineering for Cisco Systems, Inc.
He also served as a director of Juniper Networks mnetwork equipment company, from April 2004&bruary 2007 and was chairman of
the board of directors of NetScreen Technologiéw po its acquisition by Juniper Networks, Inc.
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Recommendation

PMC's Board of Directors recommends a vote FOR eacbf the nominees to the Board of Directors to serventil the 2009 annual
meeting of stockholders or until his successor isully elected or appointed.

Vote Required

The seven nominees for director receiving the lighember of affirmative votes of shares shallleeted as directors. Votes withheld
from any director are counted for purposes of aeitging the presence or absence of a quorum, b hawther legal effect under Delaware
law.



PROPOSAL NO. 2
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

The Audit Committee has retained Deloitte & Touth® as PMC's independent auditors to audit its otidated financial statements
for fiscal 2008. During fiscal 2007, Deloitte & Tduwe LLP served as PMC'’s independent auditors ssal@bvided certain other audétatec
and tax services. Although PMC is not requiredaeksstockholder ratification of this appointmehg Board believes it to be good corporate
governance to do so. If the appointment is nofieati the Audit Committee will investigate the reas and reconsider the appointment. A
representative of Deloitte & Touche LLP is expediedttend the Annual Meeting, and will be avaidatdl respond to questions.

Fees Incurred by PMC for Deloitte & Touche LLP

The following table shows the fees paid or accioe®MC for audit and other services provided bydidtd & Touche LLP for fiscal
years 2007 and 200

2007 2006

Audit Fees? $ 834,28 $ 702,12¢

Audit-Related Fee® 115,20! 235,75¢

Tax Feed$® 56,93¢ 135,00(
All Other Fees — —

Total $ 1,006,42 $1,072,88

(1) Audit fees billed by Deloitte & Touche LLP fexamination of PMC’s annual financial statemerits,dudit of management’s
assessment of internal control over financial répgrin 2007 and 2006, the audit of internal cohtneer financial reporting and the
review of those financial statements included inG’'s quarterly reports on Form-Q and annual reports on Form-K.

(2) Audit-related fees consisted of professionaises in connection with consultations on finaheiecounting and reporting matters and
accounting considerations related to F's two acquisitions in 2001

(3) Fiscal 2007 tax fees included $45,000 for tampliance and $11,938 for expatriate tax advicec&li2006 tax fees included $100,000
for tax compliance and $35,000 for expatriate @@e. The Audit Committee must approve all audlated and permitted non-audit
services to be performed by PMC's independent atgljirior to the commencement of such services. Alttit Committee concluded
that the provision of such services by Deloitte &u€he LLP was compatible with the maintenance aff finm’s independence in the
conduct of its auditing function

Audit Committee Pre-Approval Policy

The Audit Committee must approve all audit-reladed permitted non-audit services to be performeBM{’s independent auditors
prior to the commencement of such services. ThatALmmmittee approves such services by Deloitteafadhe LLP on the basis that the
services are compatible with the maintenance dffitma’s independence in the conduct of its audjtfanctions. Deloitte & Touche LLP
presents a fee proposal to the Audit Committeeidtymar for review. The approved fees determine thpeof their fiscal year services. A
audit or non-audit services outside that scope {wgreservice or amount) must be approved by thatAlmmmittee.

Recommendation

PMC'’s Board of Directors recommends a vote FOR theatification of the appointment of Deloitte &Touche LLP as PMC'’s
independent auditors for the 2008 fiscal year.

Vote Required

The affirmative vote of a majority of the votes tt@srequired to confirm the appointment of Dei& Touche LLP as independent
auditors of PMC for the 2008 fiscal year.



PROPOSAL NO. 3
APPROVAL OF 2008 EQUITY PLAN

We are asking our stockholders to vote on a prdgosgpprove the implementation of the 2008 Eqgéilgn (the 2008 Plan) effective as
of January 1, 2009 (the Effective Date). The 2038 Rvas adopted by our Board on February 5, 20@§est to stockholder approval at the
2008 Annual Meeting, and is intended to serve siscaessor to the 1994 Incentive Stock Plan an@@hé& Stock Option Plan (the
Predecessor Plans). Up to 30,000,000 shares afooumon stock will initially be reserved for issuanmder the 2008 Plan. Stockholder
approval of the 2008 Plan will not affect any opsar restricted stock units outstanding undePiteglecessor Plans on the Effective Date
the extent any of those options or restricted stotts subsequently terminate unexercised or poiggsuance of shares thereunder, the
number of shares of common stock subject to therseinated options and restricted stock units vélkblded to the share reserve availabli
issuance under the 2008 Plan, up to an additidn@0D,000 shares. However, no further awards wilitade under the Predecessor Plans
following the Effective Date.

Equity incentive compensation programs play a @ivaile in our efforts to attract and retain keysa@nel essential to our long-term
growth and financial success. Implementation of20@8 Plan will ensure that we will have the coméid ability to utilize equity awards. We
have structured the 2008 Plan to provide us withenflexibility in designing equity incentive progns in an environment where a number of
companies have moved from traditional option grémtsther stock-based awards. Accordingly, with2B88 Plan, we will have a broader
array of equity incentives to utilize for purposésttracting and retaining the services of keyithials. We will continue to rely
significantly on equity incentives because we h&ithat such incentives are necessary for us taireaompetitive in the marketplace for
executive talent and other key employees.

The principal terms and provisions of the 2008 Rlensummarized below. The summary, however, isnvetded to be a complete
description of all the terms of the 2008 Plan andualified in its entirety by reference to the qbate text of the 2008 Plan which is attached
to this proxy statement as Exhibit A.

Awards.The 2008 Plan provides for the following types whads: incentive stock options, nonstatutory stogkons, stock
appreciation rights, stock awards, restricted stotks and dividend equivalent rights.

Eligibility . Officers and employees, non-employee members dBttaed as well as independent consultants andaxois, in our
employ or service or in the employ or service af parent or subsidiary companies (whether now iexjsir subsequently established), will
eligible to participate in the 2008 Plan. As of Mab5, 2008, approximately 1,100 persons (includmxecutive officers) and 6 namployee
board members will be eligible to participate ie #2008 Plan.

Securities Subject to 2008 PlarAs of March 5, 2008, 28,054,339 shares were subjeatitstanding options and restricted stock units
under the Predecessor Plans and an additional 2886 shares remained unallocated and availabletiore awards. On the Effective Date,
the reserve under the 2008 Plan will consist ofoup0,000,000 shares of our common stock whichlvélcomprised of up to 21,665,825
shares transferred from the unallocated shareves@der the Predecessor Plans plus an additigB@4 875 shares approved on March 11,
2008 by the Compensation Committee under authofitiie Board. To the extent any options or resdattock units outstanding under the
Predecessor Plans on the Effective Date subseguentiinate unexercised or prior to issuance ofeshthereunder, the number of shares of
common stock subject to those terminated optiodsrastricted stock units will be added to the shaserve available for issuance under the
2008 Plan, up to an additional 15,000,000 shares.

We currently have two equity plans, the Passawe,2603 Israeli Share Option Plan and the Pas$awe2005 U.S Stock Incentive Pl
(“Passave Plans”) which have not been approvedubgtockholders. We assumed these plans in comneetth our acquisition of Passave,
Inc. in May 2006. As of March 5, 2008, an aggregst®, 067,932 shares are available for issuanceruhé Passave Plans. In accordance
with NASDAQ's
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listing standards, we may award equity grants utttePassave Plans without stockholder approveinployees other than individuals who
were employees at the time of our acquisition agfsRge, Inc. However, we have not made any equéatytgrunder the Passave Plans and do
not currently intend to make any grants in thefetunder these plans. In total, we have 30,169h&Bes subject to grants outstanding under
the Predecessor Plans, the Passave Plans an@tiseassumed through acquisition including 29,3@BgfRions at an average weighted price
of $10.80 and an average term of 7.06 years. Tdrera total of 861,355 shares subject to full val@nts outstanding under the Predecessor
Plans, the Passave Plans and other plans assuroadttacquisition.

No participant in the 2008 Plan may receive aw&mdsnore than 3,500,000 shares of our common stoeky single fiscal year, subji
to adjustment for subsequent stock splits, stoekldnds and similar transactions. However, thetlghall be 5,000,000 shares for the fiscal
year in which the participant is initially hiredjlgect to adjustment for subsequent stock splitgksdividends and similar transactio
Stockholder approval of this proposal will also stitute approval of the 3,500,000 and 5,000,000esh@itations for the purposes of
Section 162(m) of the Internal Revenue Code (Sed&?(m)). Accordingly, such limitations will enguthat any deductions to which we
would otherwise be entitled upon the exercise aflsbptions or stock appreciation rights grantedeurihe 2008 Plan will not be subject to
the $1,000,000 limitation on the income tax dedility of compensation paid per executive officeiposed under Section 162(m).

The shares of common stock issuable under the RGOB8may be drawn from shares of our authorizedibisisued common stock or
from shares of our common stock that we acquiduding shares purchased on the open market aniatp transactions.

Shares subject to outstanding awards under the RROBthat expire or otherwise terminate priot® issuance of the shares subject to
those awards will be available for subsequent isse@ander the 2008 Plan. Any unvested shares isswist the 2008 Plan that are
subsequently forfeited or that are cancelled,@i@ not greater than the original issue pricel jper share, will be added back to the number
of shares reserved for issuance under the 2008aRl&mvill accordingly be available for subsequestiance. There are no net counting
provisions. Accordingly, the following share coungtiprocedures will apply in determining the numbieshares of common stock available
from time to time for issuance under the 2008 Plan:

e The number of shares reserved for issuance und&@QB8 Plan will be reduced by 1.6 shares for eshaye issued pursuant to
restricted stock units or stock awards awarded uthde2008 Plan when those shares are issueddbrammsideration per share
equal to 100% of the fair market value of our comrstock on the award date. To the extent that eeghat is subject to an awe
that counts as 1.6 shares against the 2008 Plaare seserve is added back into the 2008 Plan eppination or termination of
the award or repurchase or forfeiture of the shahesnumber of shares of common stock availabléstmance under the 2008
Plan will be credited with 1.6 shart

e Should the exercise price of an option be paichares of our common stock, then the number of shaserved for issuance un
the 2008 Plan will be reduced by the gross numbshares for which that option is exercised, andbyahe net number of new
shares issued under the exercised op

* Should shares of common stock otherwise issualdleruhe 2008 Plan be withheld by us in satisfaatibtine withholding taxes
incurred in connection with the issuance, exeroisgettlement of an award under the plan, themtimeber of shares of common
stock available for issuance under the 2008 Pldrbeireduced by the full number of shares thatewssuable under the award,
and not by the number of shares actually issued afty such share withholdir

» Upon the exercise of any stock appreciation rightged under the 2008 Plan, the share reservéeviéduced by the gross
number of shares as to which such stock appreniatbt is exercised, and not by the net numbeshafes actually issued upon
such exercise
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Administration . The Compensation Committee of our Board of Directeill have the authority to administer the 200&8PIHowever,
the Compensation Committee may at any time apposgicondary committee of one or more Board mendrergecutive officers to have
separate but concurrent authority to make awardsmmose programs to individuals other than exeeuwifficers and non-employee Board
members.

The term “plan administrator,” as used in this stanynwill mean our Compensation Committee and ahgrocommittee, to the extent
each such entity is acting within the scope o&dministrative authority under the 2008 Plan.

The plan administrator has the discretion to selexeligible persons to whom awards are to betgdannder the 2008 Plan and the
terms and conditions of each award, including timalmer of shares of common stock underlying the dwtae vesting schedule in effect for
the award, the issuance schedule for the shatss issued in settlement of the award, the maxinarm bf the award and the provisions for
satisfying the applicable withholding taxes upoa é&xercise, vesting or settlement of the award.

Stock Options The exercise price of stock options granted utite2008 Plan may not be less than the fair masddee of our
common stock on the grant date, and no stock optiay have a term in excess of ten years. The gtaquton will generally become
exercisable in one or more installments over aifipd@eriod of service measured from the granédatupon achievement of specified go
Upon cessation of service, the optionee will halienéed period of time in which to exercise histar outstanding options to the extent
exercisable for vested shares. The plan administvetl have complete discretion to extend the péffiollowing the optionee’s cessation of
service during which his or her outstanding optiora/ be exercised, provide for continued vestingnduthe applicable post-service exercise
period and/or to accelerate the exercisabilityesting of such options in whole or in part. Sudtdition may be exercised at any time while
the options remain outstanding.

Stock Appreciation Rights A stock appreciation right granted under the 2BRh will allow the holder to exercise that rigistto a
specific number of shares of common stock and vedaiexchange an appreciation distribution froninusn amount equal to the excess of
(i) the fair market value of the shares of commimtls as to which the stock appreciation right isreised over (ii) the aggregate base price in
effect for those shares. The base price per shayenwt be less than the fair market value per shiaitee common stock on the date the stock
appreciation right is granted, and the right malhave a term in excess of ten years. Tandem sipgkeciation rights may also be granted in
conjunction with options which provide the holdeii¢h the right to surrender the related option ¢fanan appreciation distribution from us
in an amount equal to the excess of (i) the fairketavalue of the vested shares of our common stablect to the surrendered option over
(i) the aggregate exercise price payable for tletsrres. The distribution may be made in cash shames of our common stock. Upon
cessation of service, the holder will have a lighiperiod of time in which to exercise his or hetstanding stock appreciation rights to the
extent exercisable for vested shares. The planrasimaitor will have complete discretion to extehd period following the holder’s cessation
of service during which his or her outstanding ktappreciation rights may be exercised, providectotinued vesting during the applicable
post-service exercise period and/or to accelehat@xercisability or vesting of those stock apeen rights in whole or in part. Such
discretion may be exercised at any time while thelsappreciation right remains outstanding.

Stock AwardsThe plan administrator may make stock awards foh @wnsideration, as the plan administrator degypsopriate,
including cash, securities or other property ovises. The shares may also be issued as a bonpadbservices without any cash outlay
required of the recipient. In addition, restricedthres of common stock may be issued that vestaroomore installments over the recipient’s
period of service or upon attainment of specified@mance objectives. The plan administrator daitermine the vesting schedule of those
shares at the time of the award (including anygrarance-vesting requirements), the amount of cenattbn to be paid, if any, for the stock
and the form in which such consideration may be.pEhe plan
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administrator will have the discretionary authoatyany time to accelerate the vesting of any dirchares of restricted stock. If the
performance goals or service requirements estadifbr the stock awards are not attained, the uesteshares will be cancelled. However,
the plan administrator may waive the cancellatibarty such shares.

Restricted Stock UnitsA restricted stock unit awarded under the 2008 Rigirentitle the holder to receive the value oeoshare of ou
common stock upon the completion of a designatedcseperiod and/or the attainment of specified@enance objectives as determined by
the plan administrator. The cash or shares of comstmck underlying the restricted stock units maydsued immediately upon vesting or
upon the expiration of a designated time periotbfahg the vesting of those awards or units, inglgdwithout limitation) a deferred
distribution date following the termination of thecipient’s service. Outstanding restricted stogksuwill automatically terminate, and no
cash or shares of our common stock will actuallyskeed in satisfaction of those awards, if théquarance goals or service requirements
established for such awards are not attained. Tereguministrator, however, will have the discretioy authority to accelerate the vesting of
any of the restricted stock units and to issue casthares of our common stock in satisfactionng or more outstanding awards as to which
the designated performance goals or service rageinés are not attained.

Dividend Equivalent RightsDividend equivalent rights may be issued as s@lnde awards or in tandem with other awards maden
the 2008 Plan. Each dividend equivalent right awetdrepresent the right to receive the econongjuiealent of each dividend or
distribution, whether in cash, securities or ofv@perty (other than shares of our common stochkj¢hvis made per issued and outstanding
share of common stock during the term the dividequivalent right remains outstanding. Payment efaimounts attributable to such
dividend equivalent rights may be made either caeetly with the actual dividend or distribution deaper issued and outstanding share of
our common stock or may be deferred to a later. d&gment may be made in cash or shares of our corstock.

Repricing Prohibition. The plan administrator may not implement any offtll®wing repricing programs without obtaining skioldel
approval: (i) the cancellation of outstanding opti@r stock appreciation rights in return for ngatians or stock appreciation rights with a
lower exercise or base price per share, (ii) theetation of outstanding options or stock appriéomarights with exercise or base prices per
share in excess of the then current fair marketerpker share of our common stock for considergtayable in our equity securities, includ
restricted stock units covering shares of our comstock, or (iii) the direct reduction of the exsecor base price in effect for outstanding
options or stock appreciation rights.

Grants to Non-Employee Board MembaiNe also use the 2008 Plan to help administer ompemsation program for the nemployes
members of our Board. Our Board has establisheshaatic grant guidelines for the periodic awardtotk option grants to the namployee
Board members in compensation for their servicewwrBoard and Board committees. Those option gyaitelines are described under
“Compensation of Non-Employee Directors” on pagé8ibw. Those stock option guidelines were iniapproved and ratified by the
Compensation Committee of our Board of DirectorBatember 2006; the Compensation Committee expectview the automatic grant
guidelines and recommend changes to our Boardretirs during 2008. Any other stock award to a-amployee Board member which is
not made pursuant to a predetermined schedulebewgpproved by a committee of the Board compriséd@ or more non-employee Board
members, none of whom may be the recipient of tiheksaward in question.
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Stock Awards—Predecessor Plans

The following table sets forth, as to our Presidemd Chief Executive Officer, our Chief Financidfi€er, our three other most highly
compensated officers (Named Executive Officers)thedother individuals and groups indicated, theber of shares of our common stock
subject to option grants granted under the Predec&dans from January 1, 2007 through March 582@@ether with the weighted average
exercise price per share in effect for such opgi@nts.

Number of Shares Weighted Average

Underlying Options Exercise Price Pe

Name and Position Granted (#) Share ($)
Robert L. Bailey® 0 0
Michael W. Zellnel 345,00 6.4¢
Robert M. Liszi 180,00( 5.31
Colin C. Harris 210,00( 5.4¢€
Alinka Flaminia 215,00( 5.8C
All current executive officers as a group (5 pes 950,00t 5.7¢
Directors:
Richard E. Belluzz( 34,00( 7.57
James V. Diller, St 34,00( 7.57
Michael R. Fares@ 24,00( 7.6¢€
Jonathan J. Jud 34,00( 7.57
William H. Kurtz 34,00( 7.57
Frank J. Marsha 34,00( 7.57
All current nor-employee directors as a group (6 persi 194,00( 7.5¢€
All employees, including current officers who ai executive officers, as a group

(approx. 1,100 person 6,193,26: 5.84

(1) Mr. Bailey was not awarded stock options during {eriod.
(2) Mr. Farese did not receive a quarterly grant 00@0,options on February 26, 2007 because he wasla#d0,000 options upon joinil
the Board in May 200¢

The following table sets forth, as to our Nameddmtiee Officers and the other individuals and greupicated, the number of shares
of our common stock subject to restricted stocksugianted under the Predecessor Plans from Jahuaép7 through March 5, 2008.

Number of Shares

Subject to Direct

Name and Position _Stock Award (#)
Robert L. Bailey® 0
Michael W. Zellnel 56,66¢
Robert M. Liszi 13,33
Colin C. Harris 20,00(
Alinka Flaminia® 0
All current executive officers as a group (5 pesy 89,99¢
Directors:

Richard E. Belluzz« 5,33¢
James V. Diller, St 5,33
Michael R. Fares 5,33
Jonathan J. Jud 5,33:
William H. Kurtz 5,33¢
Frank J. Marsha 5,33¢
All current nor-employee directors as a group (6 perst 31,99¢
All employees, including current officers who ai executive officers, as a group (approx. 1,108 qes) 827,89
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(1) Mr. Bailey was not awarded restricted stock unitséry this period

(2) Ms. Flaminia was not awarded restricted stauksibecause she joined the Company in January 0@ her initial grant consisted
solely of stock options. The equity component streeeof options and restricted stock units was em@nted subsequent to
Ms. Flamini¢ s start date

New Plan Benefits

No awards will be made under the 2008 Plan at iamg prior to stockholder approval of the 2008 Riathe Annual Meeting. Vesting
of awards to be granted under the 2008 Plan dféecEffective Date, is intended at the present tomatch vesting of option awards and
restricted stock unit awards presently made urttePtredecessor Plans as follows:

Options: A director’s initial option award upon joiningafBoard will vest 1/24th per month until fully vedtafter two years. The
director’s annual option award will vest 1/12th per monttil dally vested after one year. Option grants topdoyees and consultants will v
over four years at the rate of 25% for the firsiryand 1/48th of the total number of shares vestthip thereafter.

Restricted Stock Units Awards of restricted stock units to directorslweést entirely after one year. Awards of restidcsock units to
executive officers will vest over a four year périsith 50% vesting 24 months after the grant datkan additional 25% vesting each 12-
month period thereafter. Awards of restricted stogks to all other employees and consultantsweitit 25% per year over four years.

The Plan Administrator may change vesting terms dsems appropriate.

Change in Control Acceleration Stock options and stock appreciation rights amding under the 2008 Plan at the time of a change
control will be subject to one or more of the faliag methods of disposition: (i) the options anac&tappreciation rights may be assumed or
substituted by the surviving corporation, or (figtoptions or stock appreciation rights may terteim@mediately after the consummation of
the change in control, to the extent not previoesigrcised, subject to acceleration of some arfahe shares subject to the award, at the
discretion of the plan administrator.

Any other awards outstanding under the 2008 Plaineatime of a change in control may be assumetidguccessor corporation or
such awards will terminate and any unvested shaitebe forfeited, subject to the plan administragadiscretion to vest such awards in part
or in full.

A change in control will be deemed to occur forgmses of the 2008 Plan in the event (a) we areir@ctjoy merger or asset sale,
(b) any person becomes directly or indirectly teeadficial owner of securities possessing fifty peta50%) or more of the total combined
voting power of our outstanding securities, ortf@&re is a change in the composition of the Boamlining within a two (2) year period as a
result of which fewer than the majority of the di@s are incumbent directors.

Changes in Capitalization In the event of any increase or decrease in thebeuwf issued shares of our common stock by reakon
any stock split, reverse stock split, stock dividiecombination or reclassification of shares, or atier increase or decrease in the number of
issued shares of our common stock effected witbauteceipt of consideration, equitable adjustmerniidbe made to: (i) the maximum
number and/or class of securities issuable un@e2@08 Plan, (ii) the maximum number and/or cldsseourities by which the share reserve
may increase by reason of the expiration of optmm®stricted stock units without exercise origsiance of shares under the Predecessor
Plans, (iii) the maximum number and/or class ofisiées for which any one person may be grantedrdsvander the 2008 Plan per fiscal
year, and (iv) the number and/or class of secsriied the purchase price per share in effect ftatanding award. Such adjustments will
made in such manner as the plan administrator dapprepriate in order to preclude any dilution nlaegement of benefits under the 2008
Plan or the outstanding awards thereunder.
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Valuation. The fair market value per share of our common stothkny relevant date under the 2008 Plan willdented to be equal to
the closing selling price per share on that dattherNASDAQ Global Select Market. On March 5, 200@, fair market value per share of
common stock determined on such basis was $4.92.

Stockholder Rights and TransferabilityNo optionee will have any stockholder rights wiéspect to the option shares until such
optionee has exercised the option and paid thesegprice for the purchased shares. The holdarstdck appreciation right will not have
any stockholder rights with respect to the shanbgest to that right unless and until such persara@ses the right and becomes the holder of
record of any shares of our common stock distridbutgon such exercise. Options are not assignatitamsferable other than by will or the
laws of inheritance following optionee’s death, ahuling the optionee’s lifetime, the option mayyhé exercised by the optionee. However,
the plan administrator may structure one or morestatutory options under the 2008 Plan so that tbpsiens will be transferable during t
optionee’s lifetime to one or more members of theamee’s family or to a trust established for titionee and/or one or more such family
members or to the optionee’s former spouse, textent such transfer is in connection with thempe’s estate plan or pursuant to a
domestic relations order. Stock appreciation rigtitsbe subject to the same transferability resitons applicable to non-statutory options.

A participant will have full stockholder rights Wwitespect to any shares of common stock issuenint@hher under the 2008 Plan,
whether or not his or her interest in those shsrgested. A participant will not have any stocldweslrights with respect to the shares of
common stock subject to a restricted stock uniil tht award vests and the shares of common steckctually issued thereunder.

Payment of Withholding TaxesThe plan administrator may provide one or more éidaf awards under the 2008 Plan with the rig|
have us withhold a portion of the shares othenigiseable to such individuals in satisfaction of withholding taxes to which they become
subject in connection with the issuance, exercisetilement of those awards. Alternatively, trenphdministrator may allow such
individuals to deliver previously acquired sharésar common stock in payment of such withholdiag liability. In addition, the plan
administrator may structure an award under the 288 so that a portion of the shares of commorksttherwise issuable under those
awards will automatically be withheld by us in s&ttion of the withholding taxes which become agfile in connection with the exercise,
vesting or settlement of that award.

Amendment and TerminationOur Board of Directors may amend or modify the 280#h at any time; provided, however, no
amendments to the 2008 Plan will be made withcaiggtproval of our stockholders, if such approvaétuired by applicable law or
regulation or the listing standards of the exchamgmarket on which our common stock is primanibded. Unless sooner terminated by the
PMC Board, the 2008 Plan will terminate on theieatlof (i) February 4, 2018, (ii) the date on whadl shares available for issuance under
the 2008 Plan have been issued as fully-veste@shar (iii) the termination of all outstanding adsin connection with certain changes in
control.
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Equity Compensation Plan Information

The following table provides information as of Ded®er 30, 2007 with respect to the shares of oumeomstock that may be issued
under our existing equity compensation plans.

Number of securities to be Number of securities
issued upon exercise of Weighted-average exercise remaining available for future
outstanding options, warrants price of outstanding options

issuance under equity
Plan Category and rights warrants and rights compensation plans

Equity compensation plan

approved by security

holders® 24,301,78 $ 9.5¢ 22,090,44@
Equity compensation plans

not approved by security

holders® 3,881,07: $ 8.8¢ 11,251,84
Balance at December 30,
2007 28,182,86 $ 9.4¢ 33,342,29

(1) Consists of the 1994 Incentive Stock Plan (the 1@&4) and the 1991 Employee Stock Purchase Fiarl@91 Plan)

(2) Includes 13,940,507 shares available for issuamteei 1994 Plan and 8,149,940 shares availabiedoance in the 1991 Ple

(3) Consists of the 2001 Stock Option Plan (thel2B@n), which was created to replace a numbeiookption plans assumed by us in
connection with mergers and acquisitions we coreglgrior to 2001. The number of options that magtamnted under the 2001 Plan
equals (i) the number of shares reserved undeashiemed stock option plans that were not subjemiitstanding or exercised options
plus (ii) the number of options that were outstagdit the time the plans were assumed but that sutv&quently been cancelled plus
(iii) 10 million shares that were added to the gla2003. Also includes Passave Inc. 2003 Israptidd Plan (the 2003 Plan) and the
Passave, Inc 2005 U.S. Stock Incentive Plan (tle® Zdan), which were assumed through the Passaweadquisition

In accordance with the term of the 1991 Plan, oludey 1, 2008 an additional 2,000,000 options veetematically available for
issuance under such plan.

Summary of Federal Income Tax Consequences

The following is a summary of the Federal incometen treatment applicable to PMC and the pardiotp who receive awards under
the 2008 Plan.

Option Grants.Options granted under the 2008 Plan may be eitfoentive stock options which satisfy the requirete@rf Section 422
of the Internal Revenue Code of 1986 as amendedJgiue) or nonstatutory options which are not idéeito meet such requirements. The
Federal income tax treatment for the two typesptioms differs as follows:

Incentive Stock OptionsNo taxable income is recognized by the optiongbetime of the option grant, and no taxable incdsne
recognized for regular tax purposes at the timeofiten is exercised, although taxable income mieseat that time for alternative minimum
tax purposes. The optionee will recognize taxatdeiine in the year in which the purchased sharesaddeor otherwise made the subject of
certain other dispositions. For Federal tax purppgispositions are divided into two categoriesq(alifying, and (ii) disqualifying. A
qualifying disposition occurs if the sale or otlésposition is made more than two (2) years afterdate the option for the shares involved in
such sale or disposition is granted and more tinen(d) year after the date the option is exercisethose shares. If the sale or disposition
occurs before these two periods are satisfied, ahgisqualifying disposition will result.

Upon a qualifying disposition, the optionee wiltognize long-term capital gain in an amount eqoidhé excess of (i) the amount
realized upon the sale or other disposition ofpfhchased shares over (i) the exercise
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price paid for the shares. If there is a disqualifydisposition of the shares, then the excess ti€ fair market value of those shares on the
exercise date or (if less) the amount realized wguah sale or disposition over (ii) the exercisegpaid for the shares will be taxable as
ordinary income to the optionee. Any additionalngagcognized upon the disposition will be a capgth.

If the optionee makes a disqualifying dispositidnhe purchased shares, then we will be entitleghtincome tax deduction, for the
taxable year in which such disposition occurs, etputhe amount of ordinary income recognized ey dptionee as a result of the disposition.
We will not be entitled to any income tax deductibtine optionee makes a qualifying dispositiortted shares.

Nonstatutory OptionsNo taxable income is recognized by an optionee upemrant of a nonstatutory option. The optiondkinv
general recognize ordinary income, in the yearlictvthe option is exercised, equal to the excésiseofair market value of the purchased
shares on the exercise date over the exercise gaidefor the shares, and the optionee will be irequo satisfy the tax withholding
requirements applicable to such income. We wilebttled to an income tax deduction equal to theam of ordinary income recognized by
the optionee with respect to the exercised nonxsiat option. The deduction will in general be alim for our taxable year in which such
ordinary income is recognized by the optionee.

Stock Appreciation RightsNo taxable income is recognized upon receipt dbeksappreciation right. The holder will recognize
ordinary income in the year in which the stock agjation right is exercised, in an amount equah&excess of the fair market value of the
underlying shares of common stock on the exerase adver the base price in effect for the exerciggdt, and the holder will be required to
satisfy the tax withholding requirements applicablsuch income. We will be entitled to an income deduction equal to the amount of
ordinary income recognized by the holder in coninactith the exercise of the stock appreciatiomtidhe deduction will be allowed for the
taxable year in which such ordinary income is rednoed.

Stock AwardsThe recipient of vested shares will recognize téxaicome at the time of issuance of the sharesiamount equal to t
fair market value of the shares on the issuance (tizds any cash consideration paid for those shauvbject to applicable tax withholding.
The recipient of unvested shares of common statle under the 2008 Plan will not recognize anglibxincome at the time those shares
are issued but will have to report as ordinary mepas and when those shares subsequently vesfyamt equal to the excess of (i) the fair
market value of the shares on the vesting date (@y¢ne cash consideration (if any) paid for 8teres. The recipient may, however, elect
under Section 83(b) of the Code to include as amjimcome in the year the unvested shares aredssu amount equal to the excess of
(i) the fair market value of those shares on teaesdate over (ii) the cash consideration (if &)l for such shares. If the Section 83(b)
election is made, the recipient will not recogrezs additional income as and when the shares substy vest. We will be entitled to an
income tax deduction equal to the amount of orgifrazome recognized by the recipient with respecdhe issued shares. The deduction will
in general be allowed for our taxable year in wtgakh ordinary income is recognized by the recipien

Restricted Stock UnitdNo taxable income is recognized upon receipt dficted stock units. The holder will recognize oraiy income
in the year in which the shares subject to thesuani¢ actually issued to the holder. The amoutttaifincome will be equal to the fair market
value of the shares on the date of issuance, a@ldalder will be required to satisfy the tax witlding requirements applicable to such
income. We will be entitled to an income tax deducequal to the amount of ordinary income recoegiiy the holder at the time the shares
are issued. The deduction will be allowed for tizeable year in which such ordinary income is recagh

Dividend Equivalent RightsNo taxable income is recognized upon receipt ai/mlend equivalent right award. The holder will
recognize ordinary income in the year in whichad#ind or distribution, whether in cash, securitesther property, is paid to the holder.
The amount of that income will be equal to the faarket value of the cash, securities or other gntypreceived, and the holder will be
required to satisfy the tax withholding requirenseapplicable to such income. We will be entitlecitoincome tax deduction equal to the
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amount of the ordinary income recognized by thel&iobf the dividend equivalent right award at fihestthe dividend or distribution is paid
to such holder. That deduction will be allowed thoe taxable year in which such ordinary incomegnized.

Deductibility of Executive CompensatiollVe anticipate that any compensation deemed paig iy connection with the exercise of
nonstatutory options or stock appreciation righitbqualify as performance-based compensation foppses of Section 162(m) of the Code
and will not have to be taken into account for usgs of the $1,000,000 limitation per covered iittlial on the deductibility of the
compensation paid to certain of our executive effic Accordingly, the compensation deemed paid keispect to options and stock
appreciation rights granted under the 2008 Plahresihain deductible by us without limitation undection 162(m). However, any
compensation deemed paid by us in connection vtiterawards under the 2008 Plan will be subjetted$1,000,000 limitation.

Accounting Treatment The accounting principles applicable to awards mauder the 2008 Plan may be summarized in geremabt
as follows:

Pursuant to the accounting standards establish&ladtigment of Financial Accounting Standards NBR,Share-Based Paymenor
SFAS 123R, we will be required to expense all sti@msed payments, including grants of options, séggceciation rights, stock, restricted
stock units and dividend equivalent rights under2608 Plan. Accordingly, options and stock appitémi rights which are granted to our
employees and non-employee Board members and gaiyasihares of our common stock will have to beedlat fair value as of the grant
date under an appropriate valuation formula, aatithlue will then have to be charged as a directpgensation expense against our reported
earnings over the designated vesting period oterd. For shares issuable upon the vesting afotest stock units awarded under the 2008
Plan, we will be required to amortize over the wggperiod a compensation cost equal to the fanketavalue of the underlying shares on the
date of the award. If any other shares are unvedttitk time of their direct issuance, then therfearket value of those shares at that time
be charged to our reported earnings ratably overdisting period. Such accounting treatment fdriodsd stock units and direct stock
issuances will be applicable whether vesting i@ teeservice periods or performance goals. Theaissel of a fully-vested stock bonus will
result in an immediate charge to our earnings eiuile fair market value of the bonus shares erigbuance date.

Dividends or dividend equivalents paid on the mortbf an award that vests will be charged againste&tained earnings. If the award
holder is not required to return the dividends igidnd equivalents if they forfeit their awardsyidends or dividend equivalents paid on
instruments that do not vest will be recognizedibys additional compensation cost.

Required Vote

The affirmative vote of the holders of a majorifytlee shares present in person or representeddsy jand entitled to vote on the
Proposal No. 3 is required for approval of the 2B0#. Should such approval not be obtained, ther2008 Plan will not be implemented.
However, the Predecessor Plans will continue infeute and effect, and awards may continue to bdemunder the Predecessor Plans until
their specified expiration dates (if any) or uthié available share reserve has been issued.

Recommendation

The Board of Directors unanimously recommends a vetFOR this Proposal. Unless otherwise instructedné proxy holders will
vote the shares represented thereby FOR the approlaf the implementation of the 2008 Plan as providein Proposal No. 3.
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PROPOSAL 4—STOCKHOLDER PROPOSAL REGARDING PERFORMAN CE-BASED STOCK OPTIONS

We received notice that a stockholder intends ésgmt the following proposal at the Annual Meetifige proposed resolution and its
supporting statement, for which neither we norBloard of Directors accept responsibility, are pnése below. The proposal was submitted
by William C. Thompson, Jr. Comptroller, City of Werork, on behalf the Boards of Trustees of the Néwk City Pension Funds (the
Pension Funds), 1 Centre Street, Room 736, New, Yk York 10007-2341 (the Pension Funds ownedggnegate of 552,460 shares of
PMC common stock on October 29, 2007).

The stockholder proposal and the supporting statemnead as follows:

“RESOLVED: That the shareholders of PMC-Sierra, [tice “Company”yequest the Board of Directors to adopt a poliguieng thai
stock options, which are granted to senior exeestias part of their compensation package, arempeahce-based. For the purposes of this
proposal, performance-based stock options areeatkfis either of the following:

(1) Performance Vesting Stock Options—grants wihicot vest or become exercisable unless speuiiik price or business
performance goals are met.

(2) Index Options—grants with a variable optionreige price geared to a relative external measwk as a comparable peer group or
S&P industry index.

(3) Performance Accelerated Stock Options—grantssetvesting is accelerated upon achievement off&pstock price or business
performance goals.

Supporting Statement

Institutional investors increasingly are urgingtthia order to align the interests of executivethwe interests of stockholders, stock
options which are granted as part of executive @mgtion packages are linked to goals of long-gmowth and superior performance.

PMC-Sierra, Inc. executive compensation receivedl grade for 2007 and a D grade in 2004-2006 from Glass k&&(Co, a proxy
service provider. According to Glass Lewis’ 200@xpr report, “The Company paid: more compensatioitsttop officers (as disclosed by the
Company) than the median compensation for 47 silpisdzed companies, with an average enterprisgevaf $1 billion; more than a sector
group of 49 large information technology companigth enterprise values ranging from $1.2 billiorb.8 billion; and more than a sub-
industry group of 11 semiconductors companies.TB® was paid above the median CEO in these peapgr@®verall, the Company paid
more than its peers, but performed worse thareiéssp

For these reasons, we urge shareholders toR@Ee this proposal.”

The Board of Directors’ Statement in Opposition toProposal 4

The Board recommends a vote AGAINST Proposal 4 usscperformance-based options as proposed by tistoRd-unds are
unnecessary given that PMC’s current compensatiogram offers long-term and short-term incentivest ddress market, operational and
individual performance that align participants’@rgsts with those of our stockholders.

In 2006, PMC undertook a thorough review of its pemsation program and designed a program thabb&sices the target-based pay-
for-performance of stock options and bonuses viighretention features of time-based restrictedkstioits. The adopted compensation
program was based on an extensive study of indpsaigtices backed by well-respected independenpeosation experts.
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By their very nature, stock options compensatgérformance because they provide no realizablesvialthe option holder unless and
until the stock price increases above the grasegthe market price of our common stock on the dagrant).

While restricted stock units have intrinsic valgesaon as time vested, that value depends upandheet performance of the
Company'’s stock. The market must go up after te&ioted stock units are exchanged for sharedhirtdividual to reap any gain. The
Compensation Committee of the Board of Directoeswd restricted stock units as a critical retentami of executives given that market
forces have depressed the Company’s stock despitanaous improvement in financial results in reiogrars.

Moreover, because the Company’s grants are onlyerapdn hire, promotion, special recognition/awardn connection with the
executive’'s annual performance evaluation, all{mirgt grants reflect the individual's performancel aeward based on the financial
performance of the Company.

The Company'’s short-term incentive program rewdod®perational performance with semi-annual casfiuses provided that the
Company meets earnings targets set at the begiofhithg year. The Company paid only partial bonusé&05 and 2006. Bonuses were paid
in 2007 for achievement of about 97% percent ofatmeual target.

The Pension Funds’ proposal relies principally &D&7 report published by shareholder services @itass Lewis & Co. (Glass Lewis)
and its grading of PMC with an “F” in executive cpamsation. The executive compensation data in Gkasss’s 2007 report, however,
differs from the data in the Company’s 2007 protatesment. Thus, understanding the report presetitsaic case of comparing “apples and
oranges.” Glass Lewis refused to discuss the reyititCompany representatives and, according fmoliesperson for the Pension Funds,
Glass Lewis would not provide the Pension Fundh thié specific information needed to decipher afaain the discrepancies between the
Glass Lewis report and the Company'’s disclosures.

We did learn through our compensation expertstttatliscrepancies in the Glass Lewis data maydeetult of the use by Glass Le
of a proprietary method to calculate the valueto€ls options, which proprietary method may resulaihigher valuation of stock options
especially for stocks with higher price volatilishen compared to less volatile peers. PMC usebitfmmial lattice method for reporting
stock-based compensation expense under FAS 123Bn@iat Glass Lewis will not disclose its valuatimmethodology so that its data can be
reconciled with PMC’s SEC disclosures, PMC recomtisethat stockholders rely on the information regay@xecutive compensation
published in the proxy statements of PMC and ieypand not the information published by Glass keee the Compensation Discussion
and Analysis beginning on page 33 of this Proxyesnent.)

The Glass Lewis report also rates PMC poorly bezafi®MC'’s restatement in 2006 due to its use ofiirect accounting measurement
dates for stock option grants which, after a sunyrofthe Company’s related disclosures, the Glassis report then wrongfully
characterizes as “backdating.” The Audit Commitiethe Board of Directors, assisted by outside selretained by the Audit Committee,
conducted an independent review of PMC's stockoopdiating practices and concluded that while PMé&luscorrect accounting
measurement dates for certain stock option gramésded primarily during the years 1998-2001, thexsers were not the product of any
deliberate misconduct by PMC's executives, staffnembers of its Board of Directors. As disclosgd-brm 8-K on October 26, 2007 and
further disclosed in PMC’s Annual Report on FormKL@iled February 22, 2008, the SEC terminatedntestigation into PMC’s option
dating practices and did not recommend any enfoeogiaction.

Despite its resolve that PMC'’s current program exds pay-for-performance objectives, the Compems&@bmmittee recently
requested that management study performance-baseitted stock units to determine whether thesaldviurther strengthen PMC’s pay-for-
performance practices. This study will be completrd reported to the Compensation Committee irfichweh quarter of 2008. Although the
Pension Funds were advised
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of the initiative to study performance-based retd stock units, the Pension Funds refused tadvétk the proposal without an absolute
commitment to adopt performance-based restrictezksinits. The Board of Directors believes it wohklimprudent to adopt any new
compensation component without appropriate benckingaand study to ensure alignment with PMC'’s congagion objectives and industry
practices.

PMC researched the results of shareholder initipegtbrmance-based option proposals since 200%anded that such proposals have
been voted on 92 times, failed 86 times and paSdizdes.

The Compensation Committee, comprised of indepdrdiesctors, is the governing body best suitecbtonulate executive
compensation principles and practices that reftezinterests of stockholders, while retainingdbdity to address the needs of our business.
Executive compensation practices are influenced Wyde range of complex factors, including changesrategic goals, competitive
compensation practices of other companies, charegingomic and industry conditions, evolving govesstrends and accounting
requirements and tax laws. PMC’s Board believesttteaCompensation Committee should continue te hle flexibility to structure our
executive compensation programs using a varietyaetives and performance-based arrangementbdlaice these influences so that the
Company can attract and retain executives of audtig ability and motivate them to achieve supeperformance.

For the reasons cited above, the Board believestiatoof Proposal 4 is unnecessary because therduapproach to long-term
incentives already effectively aligns the interesftexecutives with those of our stockholders amdntains the flexibility needed to continue
to attract and retain qualified executives.

Vote Requiredlf properly presented at the Annual Meeting, appt@f the stockholder proposal requires the affitive vote of the
holders of a majority of the shares of common stmdt on the proposal in person or by proxy attheual Meeting. Abstentions will have
the same effect as votes against the proposal eéBrakn-votes will not be considered votes cashemproposal and will not have a positive or
negative effect on the outcome of this proposal.

Recommendation

The Board of Directors recommends a vote AGAINST tis Proposal. Unless otherwise instructed, the proxyolders will vote the
shares represented thereby AGAINST the implementadin of performance-based options as provided in thiBroposal No. 4.
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BOARD STRUCTURE

Board Independence

The Board has determined that all of the nomineesept Mr. Bailey, satisfy the definition of indeykent director as established in the
NASDAQ Stock Market listing standards. The Board Hatermined that each of the members of the AToiihmittee, the Compensati
Committee and the Nominating and Corporate Govem&ommittee satisfies the definition of indeperidirector as established in the
NASDAQ Stock Market listing standarc

Meetings

During the 2007 fiscal year, the Board held six timggs. Each of our directors attended at least 5%l Board and applicable
committee meetings. Directors are encouraged éméthnnual meetings of PMC stockholders. All doecattended the last annual meeting
of stockholders either in person or by telephone.

Lead Independent Director
Mr. Marshall has been the Board’s Lead Indepenbéeictor since May 2005. The Lead Independent Direleas the following
responsibilities:
e authority to call meetings of the independent does;
» lead meetings of the independent directors in wttiehChairman does not participe
e act as a liaison between the independent direataatthe Chairmar
» review agendas for Board meetings in consultatiih the Chairman

* receive communications from stockholders in acaocdavith the procedures specified in this proxyesteent for communications
with the Board; ani

* Dbe available for consultation with stockholdershe extent determined by the independent direc

The Board believes that these responsibilitiesabstantially equal to the functions performed byralependent Chairman of the
Board.

Audit Committee

The Audit Committee consists of Mr. Belluzzo, Mud@e and Mr. Kurtz (who serves as Chair) and heleis formal meetings in fiscal
2007. The Board has determined that Mr. Kurtz @lifjed as an “audit committee financial expert’d@ocordance with SEC rules and that all
of the Audit Committee members are financiallyrkte in accordance with SEC rules. The Audit Conaaiappoints, compensates and
oversees the independent auditors. The Audit Coteenétpproves the independent auditors’ fees anrdppeoves any audit and non-audit
services to be provided by the independent audifdre Audit Committee also monitors the independeasfahe auditors.

The Audit Committee meets with PMC'’s independemtitamus and senior management to review the geseogde of PMGS accounting
financial reporting, annual audit and internal apdograms, matters relating to internal contrateyns and results of the annual audit. The
Audit Committee also meets with the independenttarsgdwithout management present.

The Audit Committee has authority to review andrapp any proposed transactions between PMC amdfiters and directors, or their
affiliates. The Audit Committee also constitutes ®8lQualified Legal Compliance Committee to reviemy reports from PMC’s legal
counsel of material violations of laws. A copy b&tAudit Committee charter is available lattp://www.pmesierra.com/charter/audit
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Compensation Committee

The Compensation Committee currently consists offdrese and Mr. Judge (who serves as Chair) dddsixeformal meetings in
fiscal 2007. The Compensation Committee reviewsapmtoves PMC’s compensation policies, plans andrpms, including the
compensation of and employment agreements wittkgsutive officers and annually evaluates compé@rs&r members of the Board. The
Compensation Committee may delegate its respoitigbito subcommittees when appropriate. The Cosgteon Committee serves as the
plan administrator of PMC’s equity incentive plasl oversees administration of its benefit progradnsopy of the Compensation
Committee charter is available http://www.pmesierra.com/charter/compensation

In fiscal 2007, the Compensation Committee hirethdependent compensation consultant, Compensig,tthadvise the
Compensation Committee directly, and to reviewdbempensation approach and data used by manageroenssitant, Watson Wyatt
Worldwide, Inc. Compensia, Inc. assisted the Corsggon Committee in its independent evaluationxefcetive officer and director
compensation. The Compensation Committee targeteutrall value of executive officer and directompensation to the median of
comparable US semiconductor companies and compaitiesvhom PMC competes for services of qualifindividuals. The Compensation
Committee determines executive officer compensatimhrecommends any proposed changes in direatgpesation to the full Board.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance CommitteeNCGC) currently consists of Mr. Farese and Warshall. As Lead
Independent Director, Mr. Marshall functionally wes as the Chair of the NCGC. The NCGC held threetimgs in fiscal 2007. The NCGC
makes recommendations to the entire Board as tsizkeand composition of the Board and its committdhe NCGC determines criteria for
Board and committee membership, reviews and apprdivappropriate, conflicts of interest of dirext@nd officers, and monitors PMC'’s
corporate governance. The NCGC supervises an aBoaatl assessment of the Board’s own performancan@es have been made to the
Board's process as a result of the Board’s sekésmrent. The NCGC informally evaluates the perfogeaaf individual directors as part of
the annual nomination process. A copy of the NCB&rter is available ahttp://www.pmesierra.com/charter/nominatingcorpgovernance

Consideration of Director Nominees

The NCGC selects nominees for annual election éystbckholders by first evaluating the Board whigkuld result from re-electing
directors willing to continue serving on the Boafdhe NCGC wants to consider additional candidatke directors and senior management
suggest potential nominees. In the past, PMC tsasplid third party search firms to identify, seremd assist in recruiting potential
nominees based on criteria provided by PMC. The RC&her Board members and senior management teehwith each candidate so that
the NCGC has broad input in evaluating each cartelidde NCGC also confirms the candidate’s indepaod under SEC and NASDAQ
rules. This consideration of director nominees ralap occur between annual meetings if the NCGCraétes that PMC would benefit from
additional directors. The NCGC did not find it nssary to nominate additional directors for consitien at the Annual Meeting.

The NCGC believes that in addition to factors saslthe candidate’s integrity, judgment and repatatPMC’s Board benefits from
directors who share the following qualities or kskil

* Independence from management (not applicable teRab Bailey);

» Extensive business and industry experience, péatigun the technology sectc
» Experience as an executive officer of a publichded corporatior

* Experience as a director of a publicly traded coapon;
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Knowledge about the industries in which P’s end user customers patrticipate, or the markeitswvthose customers sen
Absence of potential conflicts of interest; ¢
Available time for service as a PMC director irhligf the candida’s other business and professional commitma

The NCGC has no specific, minimum qualificationattit believes must be met for a position on PMBd&rd other than the financial
expertise of potential Audit Committee members whéther at least one Audit Committee member qealifis an “audit committee financial

expert.”

The NCGC will consider, through the process desdi@ibove, director candidates recommended by siuits. To recommend a
candidate, stockholders should submit to PMC'’s {hiecutive Officer, who will provide it to the NG an analysis of the candidate’s
independence and the factors listed above, anda@aigton of any relationship between the stockbpolhd candidate. To be considered for
the 2009 annual meeting, suggestions meeting tréseia must be received before November 20, 2008.

Corporate Governance

PMC has adopted Corporate Governance Guidelinesgdvernance Guidelines) that outline, among athaters, the role and
functions of the Board, Board composition, comp&nsaand administration. The Governance Guidelaresavailable, along with other
important corporate governance materials, on olrsite athttp://www.pmesierra.com/governanceguidelines

The Governance Guidelines provide, among otheg#hithat:

the Board will exercise its business judgment teatimanagement in the best interests of stocki®lfePMC. The Board may
also consider the interests of the Com|'s employees, customers, suppliers and cred

a majority of the directors must qualify as indegrmt directors under all applicable regulationsluding SEC and NASDAQ
rules;

while the Chief Executive Officer is Chairman, Beard shall appoint a Lead Independent Directanfeanong the independent
directors;

at least four times annually, the independent trsowill meet in executive session without theeEtiixecutive Officer or other
members of management pres:

the Board performs an annual effectivenessevaluation of the Board and its committe
directors and executive officers are required taiatand maintain specified ownership levels of Fs common stock

directors who are engaged in full-time employmenaa executive of a publicly traded company shealge on the Boards of not
more than four publicly traded companies, includigC's Board;

directors shall notify the NCGC of any principabjohange and the NCGC will make a recommendatidthed@oard as to wheth
that director shall be -elected at the next annual meeting or, possibgigre

the Board does not believe it should limit the nemtf terms for which an individual may serve afiractor; anc
as a general policy, a director will not be nomémifor reelection at the annual meeting followihg director’s 73 birthday.
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Because the operation of the Board is a dynamicgssy the Board regularly reviews changing legdlragulatory requirements,
evolving best practices and other developments.Bdad may modify the Governance Guidelines frametio time, as appropriate.

Communications with the Board

Any stockholder who desires to contact our Leadapehdent Director or other members of our Board dtago by writing to: Board of
Directors, c/o Corporate Secretary, PMC-Sierra,, IB875 Freedom Circle, Suite 100, Santa Clarafdeaia 95054. Communications
received in writing are reviewed internally by mgament and then distributed to the Lead Indeperdizattor or other members of the
Board as appropriate.

Code of Business Conduct and Ethics

PMC has adopted a Code of Business Conduct andsBttat applies to all of our employees, including President and Chief
Executive Officer, our Chief Financial Officer, andr principal accounting officers. A copy of thedg of Business Conduct and Ethics is
available atittp://www.pmesierra.com/codef-ethics.
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EXECUTIVE OFFICERS

The following information about our executive o#its is as of March 5, 2007.

Name of Officer Age  Position

Robert L. Bailey 50 President, Chief Executive Officer and ChairmathefBoarc
Re’ed O. Elmurit 48 Vice President, General Manag

Alinka Flaminia 46 Vice President, General Counsel and Secre

Colin C. Harris 50 Vice President, Chief Operating Offic

Robert M. Liszi 51 Vice President, Worldwide Sal

Mark C. Stibitz 49 Vice President, General Manag

Victor Vaisleib 42 Vice President, General Manag

Michael W. Zellnel 52 Vice President, Chief Financial Offic

Mr. Bailey has served as PMC'’s President and (xefcutive Officer since July 1997. He has been e of the Board of Directors
since May 2005 and was also Chairman from Febr2@®@ until February 2003. Mr. Bailey has been aaor of PMC since October 1996.
In October 2007, PMC announced that Mr. Baileyndteto retire from the positions of President ahieCExecutive Officer at such time tl
his replacement has been appointed. Mr. Baileyasititinue as Chairman of the Board, subject hikectien at the Annual Meeting.

Mr. Bailey has served as President, Chief Execu@iffecer and director of PMC-Sierra, Ltd., PMC’srzalian operating subsidiary, since
December 1993. Mr. Bailey was employed by AT&T Mielectronics from August 1989 to November 1993, et served as Vice
President and General Manager, and by Texas Instritsnin management from June 1979 to August 1989.

Mr. Elmurib has served as Vice President, Genemdger of the Microprocessor Products DivisionaiDecember 2006. Mr. EImurib
also oversees corporate business development aashisnsible for strategic investments, partnesstapd acquisitions at PMC. Previously,
Mr. Elmurib was the Director of Sales for Asia Racand the Western U.S. where he oversaw the saldgties and managed the direct and
channel sales force. Mr. Elmurib joined PMC in 2@80a Regional Sales Manager for the South Wegtrregrior to joining PMC,

Mr. Elmurib was the President of Unitec Sales, aufiacturer representative organization, and hetibua sales management positions at
STMicroelectronics N.V.

Ms. Flaminia has served as Vice President and @e@eunsel since January 2007 and was appointaeétdecin February 2007.
Ms. Flaminia was Senior Counsel at Xilinx, Inc.frdvlarch 2001 through 2006 where she provided Isgalices to the finance and corpoi
services, sales, marketing and human resourcenioag@ns worldwide. Previously, Ms. Flaminia waspoyed by McAfee, Inc. (formerly
known as Network Associates, Inc.) from Decemb&91® March 2001 and was a Director of Legal Afair her last position held. From
1990 to November 1999, Ms. Flaminia was in priagctice.

Mr. Harris has served as Vice President, Chief @jeg Officer since April 2007. Prior to this apptment, he served as Vice President
of Worldwide Operations at PMC from July 2004 aridé/President of IC Technology from June 2001 tg 2003. In 1992, he became
PMC's Director of Operations and subsequently Doeof Quality Assurance. Prior to joining PMC i@889 as Operations Manager,

Mr. Harris was employed by Mitel Networks Corpoaoati

Mr. Liszt became PMC'’s Vice President of Worldwi8ales in March 2006. He was Vice President, Gl8adds at Agere Systems, Inc.
(now known as LSI Logic Corporation) from NovemB2€05 to February 2006 and Vice President, North Agaa Sales from May 2002
until November 2005. He was Vice President ComptmBivision at NEC Electronics Corporation in 200ce President, North American
Sales from June 1999 to January 2001 and Vicedeneisof Geographic Sales from September 1998 to M&9. From 1982 to 1998, he hi
sales management positions with Hitachi Americai€enauctor.
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Mr. Stibitz has served as Vice President and GéMaaager of PMC’s Enterprise Storage Division sifiecember 2001. He was a
Vice President and General Manager at Agere Systams(formerly Lucent Technologies MicroelectresmiGroup) from September 1996 to
December 2001. Prior to that, Mr. Stibitz was tH#&®@ Product Line Director at AT&T Microelectroniasd a member of AT&T Bell Labs
technical staff for fifteen years.

Mr. Vaisleib has served as the Vice President agige@l Manager of the Fiber to the Home divisiotsithat business was acquired
from Passave, Inc. in May 2006. Mr. Vaisleib waseCExecutive Officer and co-founder of Passave, Mr. Vaisleib’s experience includes
a 15-year career at the Electronic Research Depatfra top research and development unit of treelddefense Forces, where he held
various research and development and managemetibpss

Mr. Zellner has served as Vice President, ChiehRaml Officer since March 2007. Mr. Zellner wasBe Vice President of Finance
and Administration, Chief Financial Officer at WiRdver Systems, Inc. from October 2000 through Baty 2007, where he was responsible
for all finance and administration functions asIveslinformation technology, legal and real estistie.Zellner was employed by Applied
Materials, Inc. from July 1990 to October 2000 vehke held a variety of management positions, tteofawhich was Senior Director of
Finance, Transistor Capacitor and Gate Division. Zéliner worked at UNISYS Corporation from 19781@90.
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COMMON STOCK OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information as ofd@enber 30, 2007, concerning:

* Dbeneficial ownership of PMC’s common stock by @&igpns known to PMC to be the beneficial owneis%for more of PMC's
common stock

» beneficial ownership of PM's common stock by all directors, nominees and Namettutive Officers; an
» beneficial ownership of PM's common stock by all directors and executive efficas a grouj

Under the rules of the SEC, “beneficial ownershigludes any shares as to which the individualthasole or shared voting power or
investment power and also any shares which theighdil has the right to acquire as of February22®8 (60 days after December 30, 2007),
through the exercise of any stock option or otigdrtr Unless otherwise indicated, each person titydmas sole investment and voting power,
or shares such powers with his or her spouse,nedhect to the shares set forth in the followirmegaThis information is not indicative of
beneficial ownership for any other purpose. Untetberwise indicated, the address of each of theishahls named below is c/o PMC-Sierra,
Inc., 3975 Freedom Circle, Suite 100, Santa Claadifornia 95054.

Approximate

Number of Percentage
Name Shares Ownership
T. Rowe Price Associates, Ifit 26,366,03 12.06%
FMR Corp® 19,466,35 8.90%
Waddell & Reed Investment Management Compgany 15,754,15 7.21%
Robert L. Bailey® 4,081,46 1.84%
James V. Diller, Sr® 2,470,86! 1.13%
Colin C. Harris® 535,52: *
Frank J. Marshalf) 450,16 *
William H. Kurtz ® 182,87: *
Richard E. Belluzz& 172,87: *
Jonathan J. Judd® 132,87: *
Robert M. LiszttD 121,14! *
Michael W. Zellnef1? 56,66¢ *
Michael R. Faresg?) 56,33 *
Alinka Flaminia@4 33,82; *
All directors and executive officers as a group [f&£bsons) 9,650,93! 4.29%

*  Lessthan 1%

(1) Based solely on information reported by T. R®®vize Associates (T. Rowe Price) on a ScheduldA3igd with the SEC on
February 12, 2008. T. Rowe Price has sole investp@uer with respect to all of such shares, sotengaauthority with respect to
4,970,500 shares, shared voting power over notteeahares and shared investment power over nahe shares. The address of T.
Rowe Price is 100 E. Pratt Street, Baltimore, Mangl 21202. The beneficial ownership is of Decen®ier2007

(2) Based solely on information reported by FMR LLC (RMon a Schedule 13G/A filed with the SEC on Fetyrda, 2008. FMR has so
investment power with respect to all of such shaseke voting authority over none of the sharearesth voting power over none of the
shares and shared investment power over none shtires. The address of FMR is 82 Devonshire $SBeston, Massachusetts 02109.
Includes 19,447,859 shares beneficially owned byadtd C. Johnson 3d and Fidelity Management & Rebe@ompany, an affiliate of
FMR. The beneficial ownership is of December 302!

(3) Based solely on information reported by WadéeiReed Financial, Inc. (Waddell) and certain retaéntities on a Schedule 13G filed
with the SEC on February 1, 2008. Waddell indirehthlds investment power with respect to all of shares, indirectly holds sole
voting power with respect to all of the shai
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(4)

()

(6)

(7)

(8)
(9)
(10)
(11)
(12)

(13)
(14)

(15)

shared voting power over none of the shares, aakdhinvestment power over none of the shares. @lksldubsidiaries, Waddell &
Reed Financial Services, Inc. and Waddell & Reed, indirectly hold sole investment power with resfto 13,043,800 of the shares,
indirectly hold sole voting power with respect 043,800 of the shares, shared voting power ooee f the shares and shared
investment power over none of these shares. Wadlde#ied Investment Management Co., a wholly-owmelitéct subsidiary of
Waddell, holds direct investment power with respgect3,043,800 of the shares, direct voting powihn vespect to 13,043,800 of the
shares, shared voting power over none of the slaaeshared investment power over none of thegseshay Investment Management
Company, a direct subsidiary of Waddell, directtyds sole investment power with respect to 2,710 &%he shares, directly holds s
voting power with respect to 2,710,350 of the sbasbared voting power over none of the sharesharkd investment power over
none of the shares. The address of Waddell is 636tar Avenue, Overland Park, KS 66202. The berafaivnership is of

December 31, 200°

Includes 16,889 shares held jointly by RobeiBailey and Merry L. Bailey. Includes 3,129,588 subject to options exercisable
within 60 days after December 30, 2007, 3,197 shiasiable pursuant to PMC’s 1991 Employee StockHase Plan within 60 days
after December 30, 2007. Includes 931,798 shaseslide upon redemption of PI-Sierra, Ltd. Special Share

Includes 410,645 shares held jointly by JameBiVter, Sr. and June P. Diller, Trustees of tamés V. Diller and June P. Diller Trust
UA 07/20/77, includes 295,543 shares subject tmoptexercisable within 60 days after Decembe280,7, 882,339, shares held by
James Diller Annuity Trust (GRAT) and 882,339 skdteld by his wife’s separate annuity trust, theeDiller Annuity Trust (GRAT).
Voting and investment control of the shares heldhgyJames Diller and June P. Diller Trust UA 07720s held by James V. Diller, Sr.
and June P. Diller. Voting and investment contfdhe shares held by the James Diller Annuity T(@RAT) is held by James V.
Diller, Sr. Voting and investment control of theasbs held by the June Diller Annuity Trust (GRA3 hield by James V. Diller, £
Includes 478,578 shares subject to optionscisadsle within 60 days after December 30, 200738d2 shares issuable pursuant to
PMC’s 1991 Employee Stock Purchase Plan within@&dfter December 30, 2007. Includes 20,412 sleseable upon redemption
of PMC-Sierra, Ltd. Special Shares held by Mr. H¢ spouse and three childre

Includes 282,538 shares subject to optionscisadsle within 60 days after December 30, 2007ubhes 123,328 shares held by Timark,
L.P. Mr. Marshall is a General Partner of Timark? Land disclaims beneficial ownership except éoetktent of his pecuniary interest
therein. Mr. Marshall has voting and investmenttomrover the shares held by Timark, L

Includes 177,538 shares subject to options exdreisgithin 60 days after December 30, 20

Includes 167,538 shares subject to options exdreisgithin 60 days after December 30, 20

Includes 127,538 shares subject to options exdreisgithin 60 days after December 30, 20

Includes 107,812 shares subject to options exdreisgithin 60 days after December 30, 20

Mr. Zellner was granted stock options on ABriR007 and there are no shares subject to opgiagrsisable within 60 days after
December 30, 200°

Includes 51,000 shares subject to options exefeisgithin 60 days after December 30, 20

Includes 31,250 shares subject to optionscesarle within 60 days after December 30, 200713684 shares issuable pursuant to
PMC's 1991 Employee Stock Purchase Plan within 60 dtigs December 30, 200

Includes 6,111,013 shares subject to optigascesable within 60 days after December 30, 200V 1,772 shares issuable pursuant to
PMC'’s 1991 Employee Stock Purchase Plan within@@dfter December 30, 2007 held by the currentugike officers and directors
listed above and three executive officers notdistbove. Includes 952,210 shares issuable upompat;n of PMC-Sierra, Ltd. Special
Shares held by two executive officers listed ab&gpecial Shares of PMC-Sierra, Ltd., the Compsupyincipal Canadian subsidiary,
redeemable or exchangeable for shares of PMC consiock. See notes (4) and (6) abc
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DIRECTOR COMPENSATION

Compensation of Non-Employee Directors
Retainer, Meeting Fees and Equity Compensation

During fiscal 2007, the director fees included filiowing: $25,000 annual retainer, $3,000 anneal per committee, $25,000 annual
fee for the Audit Committee Chairperson, $10,000umh fee for the Compensation Committee Chairperand $15,000 fee for the Lead
Independent Director. Committee chairpersons daeustive the $3,000 annual fee per committee. Baelstor received $1,000 payment for
each meeting attended. Following reelection toBbard in fiscal 2007, each director received a godi24,000 stock options and 5,333
restricted stock units. The grant dates of thetggards for fiscal 2007 were as follows: May 2607 for restricted stock units and June 5,
2007 for stock options.

On February 1, 2007, the Board approved an incriease$15,000 to $25,000 in the fee to be paichoChairperson of the Audit
Committee and instituted an annual fee of $10,000¢ Chairperson of the Compensation CommitteghErtmore, the Board amended the
equity compensation structure for each directariter to align it with the Company’s current ex@oeiequity compensation structure. As a
result, in fiscal 2008, each director will recear@ automatic equity award consisting of a combamatif an option to purchase 24,000 shares
and 5,333 restricted stock units, to be grantedeitent to the Annual Meeting in accordance wittCPMestablished grant practices. The
stock awards will vest over a one-year period. Eigdctor is required to own at least $50,000 of@#/common stock by the fifth
anniversary of the date of his or her first res#dcstock unit award.

Compensation ltem 2007 2008
Annual RetainefY $25,000 $25,000
Per meeting payme $ 1,000 $ 1,000
Initial Stock Option 40,00( share$? 40,00( share$?
Annual Stock Option 24,00( shares? 24,00( share$d
Annual Restricted Stock Unit Awafd 5,33 units® 5,33% units®
Annual Fee for Audit Committee Chdit $25,000 $25,000
Annual Fee for Compensation Committee Cl $10,000 $10,000
Annual Fee for Lead Independent Director (Indepah&ward Chair} $15,000 $15,000
Annual Fee for each committee member except Audih@ittee Chair and
Compensation Committee Chéir $ 3,000 $ 3,000

(1) Directors may elect annually not to received¢hsh payment and instead to receive: a) a fullyegeoption, exercisable at fair market
value on the date of grant, to purchase a numbshares equal to three times the cash payment 60%s divided by the per share
market value on the date of grant; and b) a fullgted restricted stock unit award entitling thectior to receive a number of shares
equal to three times the cash payment, times 4@f6led by three, divided by the per share markéievan the date of grar

(2) Directors receive a stock option to purchase 40gh@0es upon joining the Board. This stock optiesty 1/24 per month over two ye:
and has an exercise price equal to the fair maxddee of the stock on the date of gre

(3) Each Board member received one grant of stock mptio purchase 24,000 shares and one grant of E88&ted stock units in
accordance with PMC's established practices. Stptions are unvested on their grant date and haexercise price equal to the fair
market value of the common stock on the grant dRstricted stock units will be exchanged at thenfearket value of the common
stock according to the vesting schedule. The dirstannual grant of options will vest 1/T2per month until they are fully vested after
one year and the annual grant of restricted stodk will vest entirely after one year.

The Compensation Committee plans to make recomntienddo the Board to modify director compensatioming 2008.
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The following tables set forth the annual compensagbaid or accrued by the Company to or on betfdlfie directors of the Company

other than the chief executive officer for the disgear ended December 30, 2007.

Director Compensation
for Fiscal 2007

Fees Earnel Stock Awards Option All Other‘
. Awards Compensatior
Name Oégse}:d(ﬁlsr)] ®® ©® ($) Total ($)
Richard E. Belluzzo 39,00( 21,2442 92,1274 152,37:
James V. Diller, Sr. 37,00( 21,2442 92,127 12,14¢© 162,51¢
Michael R. Farese 46,00( 21,2442 63,05 130,30:
Jonathan J. Judge 57,00( 21,244 92,121 170,37:
William H. Kurtz 63,00( 21,2442 92,1279 176,37:
Frank J. Marshall 52,00( 21,2442 92,127 165,37:
(1) The stock awards granted to the directors wetlee form of restricted stock units. Amounts shato not reflect compensation actually

()
(3)

(4)

()

(6)

received by the directors. Instead, the amounte/stare the compensation costs recognized for stagkds in fiscal 2007 for financial
reporting purpose:

The amount indicated reflects the compensatasts recognized in fiscal 2007 for restricted Istaits granted with the following fair
value as of the grant date: 5,333 restricted stmits were granted on May 25, 2007 with a fair eabfi $40,104

Amounts shown do not reflect compensation digtuaceived by the directors. Instead, the amoshtsvn are the compensation costs
recognized for option awards in fiscal 2007 foificial statement reporting purposes as determineignt to Statement of Financial
Accounting Standards No. 123(R), or FAS 123R. T¢$smumptions used in the calculation of values obopawards are set forth under
the section entitled “Stock-based compensatiorPMfC’s Annual Report on Form 10-K for fiscal yeai0ZQfiled with the SEC on
February 22, 200¢

Reflects the compensation costs recognizesdalf 2007 for stock option grants with the follogifair values as of the grant date:
10,000 options were granted on February 26, 2007 avfair value of $ 44,300 and 24,000 options vggemted on June 5, 2007 with a
fair value of $112,080. As at December 30, 2007, B&lluzzo had an aggregate of 184,000 optionganding, Mr. Diller had an
aggregate of 312,005 options outstanding, Mr. Jidgkan aggregate of 144,000 options outstandimgkhttz had an aggregate of
194,000 options outstanding, and Mr. Marshall hadggregate of 299,000 options outstand

Reflects the compensation costs recognizemsd@alf 2007 for stock option grants with the follogifair values as of the grant date:
24,000 options were granted on June 5, 2007 wislir ¥alue of $ 112,080. As at December 30, 2007, Rarese had an aggregate of
64,000 options outstandin

From the time of Mr. Diller’s resignation frothe position of Chief Executive Officer of PMC i897, he and his spouse have received
Company-sponsored medical, dental and vision imo@alhe Company has agreed to pay these annu#l lesairance premiums for
Mr. Diller’s lifetime.

Compensation of Employee Directors

As an executive officer of PMC, Mr. Bailey, the @Giaan of the Board, received in fiscal 2007 a kemary, options, an incentive bor

and other cash compensation paid as an execufieerpfvhich are detailed in the Summary Compenpsaiiable at page 42. Mr. Bailey did
not receive any retainer or meeting fees paid toemployee directors.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

Overview of Compensation Program

PMC'’s compensation program is overseen and adreiei$tby the Compensation Committee (the Committeizh is comprised
entirely of independent directors as determinegcicordance with various NASDAQ, SEC and InternaldReie Code rules. The Committee’
goal is to ensure that the total compensation fmaRMC's executive officers is fair, reasonable anthpetitive. The Committee operates
under a written charter adopted by our Board. Ayamithe charter is available dittp://www.pmesierra.com/charter/compensation
Generally, the compensation and benefits providetiéa Named Executive Officers, as defined in tam®ary Compensation Table, are
similar to those provided to PMC'’s other executifiicers.

Compensation Philosophy and Objectives
Under the Committee’s supervision, in fiscal 20BMC implemented a compensation program that:
» directly and substantially linked rewards to meablg corporate performanc

» were sufficiently flexible to enable PMC to contento attract, motivate and retain executives iigali cyclical business
environment and to support PMC in achieving itatsic business objective

* incentivized executives in all stages of the cylmconomy of the semiconductor indus
* minimized dilution by providing a mix of equity iantives within Committee approved guidelines;
« provided competitive compensation with opportuffidiiyabove-market pay tied to abo-target performanct

The reason we have chosen these objectives isvardgperformance and strike a balance between g@pletention and stockholder
return.

Role of Executive Officers in Compensation Decisian

The Committee reviews and approves the total cosgtam for all of PMC’s executive officers. In 2Q@ihder the Committee’s
supervision, management engaged a compensationl@origo analyze each officer's compensation angrtvide peer company data for
comparison with each officer's compensation. ledl2007, management selected Watson Wyatt Workdwitt. (Watson Wyatt) to be
PMC'’s compensation consultant. They were instruttqarovide PMC with competitive market data, revigeer group for continued
suitability and identify trends in executive compation. Watson Wyatt advised management on aleptincipal aspects of executive
compensation, including base salaries, cash anityeqgcentives. Management used the Watson Wyatintdo compare each element of tc
compensation against a group of peer companie$@be Group) in the US semiconductor industry sithilar financial profiles. Watson
Wyatt supplements the Peer Group data with compiensdata available from relevant compensation eysy

The Peer Group consists of companies against viiéi competes for business as well as talent. Duhadirst quarter of 2007,
management requested Watson Wyatt to review the@eeip to ensure the Peer Group remained apptepAa a result three companies
were added (noted with an * below). In addition, Pbnsidered the compensation practices of fogelacompanies that it competes with
for talent when making executive compensation renendations (noted with ** below). The median reventor the expanded Peer Group
were reported as $723,000,000 in the first quaft@007. The companies comprising the Peer Grotigdal 2007 included the following:

» Altera Corporatior
» Atheros Communications Inc
* Broadcom Corp.*
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* Conexant Systems Inc

e Cypress Semiconductor Cory

e Emulex Corporatiol

e Integrated Device Technology, Ir
» Intersil Corporatior

» Linear Technology Corporatic

* Marvell Technology Group Ltd.*
* Maxim Integrated Products Inc.:
* Microchip Technology Incorporate
e Microsemi Corporatiol

e Qlogic Corporatior

* RF Micro Devices, Inc

* Semtech Corporatic

» Silicon Image, Inc

» Silicon Laboratories, Inc

o Xilinx, Inc.**

PMC intends to continue to use this Peer Groupisoal 2008, with the exception of Maxim Integratducts, Inc. because current
publicly accessible executive compensation datéhisrcompany is not available.

Based on Watson Wyatt's analysis, management @eard submits to the Committee an annual compengaan for PMC'’s
executive officers for Committee review and apptovae Committee typically reviews the report i tirst quarter. The Committee
considers, but is not bound to and does not alwagspt, management’s recommendations with respestsicutive compensation. It is
commonplace for the Committee to adjust the recontagons of management.

The Committee has the authority to engage its awlependent advisors to assist in carrying ouegpaonsibilities. In fiscal 2007, the
Committee engaged Compensia, Inc. (Compensia) whichinstructed to keep the Compensation Comniitfeemed of trends in executive
compensation and advise the Committee on managenpeaposals. Compensia also advised the Comnmotiedirector compensation.
Compensia reports to the Committee rather thanaimagement, although Compensia may meet with oecevith management from time to
time for purposes of gathering information on prgde that management may make to the Committee.

Management attends some of the Committee’s meetigshe Committee also holds meetings not atteéfgeany members of
management. The Committee discusses the CEO’s cwafien package with the CEO, but makes decisidtisrespect to the CEO’s
compensation without the CEO present. The Commiitésethe ultimate authority to make decisions wéipect to the compensation of our
executive officers, but may, if it chooses, delegaty of its responsibilities to subcommitteesaénordance with the Committee’s charter.

Elements of Compensation
There were five major elements that comprised PMGmpensation program in fiscal 2007:
e base salar
* sem-annual performance based cash bon
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e equity incentive:
e health and welfare benefi
* retirement benefit

Under the Committee’s direction, PMC has seledtedéd elements because each is considered usefoéeessary to meet one or more
of the principal objectives of our compensationigolFor instance, base salary is set with the gbattracting executives and adequately
compensating and rewarding them on a day-to-daig kasthe time spent and the services they perfamoh skills and experience they bring
to PMC, while our equity incentives are geared talyaoviding an incentive and reward for the achiaent of long-term business objectives
and retaining key talent. In setting compensatiwells for a particular executive, the Committeetalkto consideration the proposed
compensation package as a whole and each elenuévitlimlly, as well as the executive’s past andeeted future contributions to our
business and the benchmarking data received frolsdvdVyatt on the cash compensation and equitiyeoPeer Group for comparable
executive officer positions. Incentive compensatioompared to the Peer Group on a target andldzasgis in the most recent fiscal year.
Equity compensation is valued using a Black-Schptasng model, and we also reference equity awasda percentage of shares
outstanding. Individual components of compensadianweighted against the competitive data for #mer BSroup. We strongly believe in
engaging and retaining the best talent in critieattions, and this may entail negotiations witk@xtive candidates who have significant
compensation packages with current or potentialleyeps. In order to enable PMC to hire and retalartted executives, the Committee may
determine that it is in the best interests of PMd@é&gotiate packages that may deviate from PM@isdstrd practices in setting the
compensation for certain of its executive officetgen such deviation is required by competitive thieo market forces.

Base Salary

A competitive base salary is provided to each etvegwfficer to recognize the skills and experieeegeh individual brings to PMC and
the performance contributions they make. When deteng the base salary for an executive officer,@Mferences the median (80
percentile) of the base salaries of similar posgio its Peer Group. Other factors are also tak®naccount such as internal comparisons,
individual skills and experience, performance dbutions and competitiveness of the marketplactartes are reviewed on an annual basis,
taking into account the factors described above.

In fiscal 2007, after considering the above comptos targets, management recommendations and faitters, the Committee
increased the base salaries for all executiveaficBase salary levels for each of the Named EixecOfficers are reflected in the column
labeled as “Salary” of the Summary Compensatiorielab page 42. Salaries for the Named Executivee€f are within plus or minus 10%
of the median in the Peer Group for comparabletiposi with two exceptions, both of which will bethin range in 2008.

Compensation for Canadian-based employees is deahier US dollars for purposes of conducting theuah compensation review and
analysis against our Peer Group and stated obgsctBecause of the strength of the Canadian dadlainst the US dollar, compensation for
our executives paid in Canadian dollars exceedeid dhniginal 2007 targets.

Salaries of the Named Executive Officers, withéleeption of the Chief Executive Officer and Cht@fancial Officer, were increased
in 2008 to be consistent with the median of ther B¥eup within plus or minus 10%. The average iaseein base salary was 2.4%.
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Short-Term Incentive Program (Bonus)

In fiscal 2007, executives participated in the campwide Short Term Incentive Program (STIP), whgdesigned to reward an
individual's performance against short-term corp@@nd individual goals with a cash bonus. Bony®pahas three components:

« the individual’'s annual bonus target which is acpatage of base salary set by the Committee fauixes upon hire and then
reviewed annually by the Committe

« the Company’s performance against a profitabibigeét in its internal operating plan approved leyBoard of Directors at the
start of the year (the Plan); a

» individual performance against quarterly objectisesby the individu’s manager and discussed and rated quar

Individual annual bonus targets.With the exception of the CEO, executive bonusderganged from 40% to 60%. Like base salary,
the bonus targets are benchmarked against ouiG?eap and referenced against the mediari"{@rcentile) for comparable positions.

Company performance target.The Company’s performance against target is whad$uhe bonus pool. The target in 2007 was
earnings before interest and tax (EBIT) on a nomrABMAasis, as set in the Company’s 2007 Plan. Manageuses non-GAAP operating
measures for its STIP because PMC utilizes thessunes to evaluate PMC's in-period operating paréorce before gains, losses and other
charges that are considered by management to bielewtf the PMC'’s core operating results. Theensinimum achievement threshold of
50% of target for any employee, including execugjue receive bonuses regardless of individualeagment. The Committee does not
believe employees should be rewarded for less3b&hn achievement of Plan. The Committee believesngay for achievement over 50% of
Plan is valuable for retention and competitiven&s2007 the bonus pool was capped at 100% of pegoce against Plan.

Individual performance objectives.All employees have written objectives against whiady are measured quarterly. These are
dynamic, short-term individual goals that are sfietd the individual's area of responsibility aatigned with the Company’s strategic and
operational objectives. The targets are set suattliey are attainable only with significant effaile at the same time still making them
achievable. For example, the objectives for theeggdmmanager of a product division may include tapeor launch of a new product or
meeting aggressive revenue or other financial tarigdts portion of the Company’s Plan; the ohijext for the vice president of worldwide
sales may include design win targets or new otegjie account penetration as part of his objectideshe end of each quarter, the CEO
reviews and rates the executive’s achievementsobhher stated objectives.

Individual achievement on objectives may exceedd @dabling payment in excess of 100% of an indafduarget for the STIP
period provided that the Company met at least 50%s o@perational performance target in the Plad #at the aggregate of bonuses paid out
in that period do not exceed the fund for thatquriThus, employees who do not perform as welhMiddally leave money in the bonus pool
(as funded based on Company performance agaigst}dhat can be awarded to those who exceed théiVperformance objectives.

In 2007, STIP was measured for all employees, dinlpexecutives, on a bi-annual basis. Consistéhttive Company’s projected
performance to Plan which anticipated stronger ¢indwthe second half of the year, the first hdlthe year was funded at 40% of target and
the second half was funded at 60% of target. bafi2007 the Company achieved 97% of its annugktal00% in the first half of the year
and 94% in the second half. Actual STIP bonus ansofam each of the Named Executive Officers arkeotéd in the column labeled “Non-
Equity Incentive Plan Compensation” of the Summaoymnpensation Table on page 42.

2008 STIP.As in 2007, the fiscal 2008 STIP is designed toamreian individual executive’s performance agaihstisterm corporate
and individual goals with a cash bonus. The mdtyigvhich the 2008 STIP will be
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funded is the same as in 2007 — Company performagaist the non-GAAP EBIT annual target determingtie Company’s 2008 Plan
approved by the Board of Directors at the stathefyear. In 2008, Company performance will ag@mteasured tannually, but funding ar
payment will be weighted evenly at 50% for eachrabnth period. The Committee again set the threspettbrmance requirement at 50%
the Company’s performance target for any bonusés foaid. The bonus pool will fund over the 50%#mold without a cap to match the
actual level of achievement. Thus, if the Compautyperforms its target by 10% then the bonus pabifund at 110% for that period.
Similar to 2007, actual payment will further depemmbn the individual's achievement of their perdaigectives as stated above. There are
no accelerators applied to payment. The bonustsegea percentage of base salary for each ofdheeN Executive Officers for 2008 range
from 50% to 60%, with the exception of Mr. Bailélye Chief Executive Officer (discussed below), 8rd Krock whose employment ended
March 1, 2008.

Equity Incentives

Our Board has delegated the authority to granksdod other equity awards to the Committee, inclgdiny awards to our executive
officers. Equity-based incentives are granted todfficers under PMC'’s stockholder-approved equitsentive plans. PMC and the
Committee regularly monitor the environment in whRMC operates and adjusts the equity compensatagram if necessary to help us
meet our compensation objectives. After condudinigorough review of compensation programs and 8esup data in the third quarter of
fiscal 2006, management recommended and the Coeenaiiproved the use of both stock options andatesirstock units as equity
incentives in fiscal 2007. Executive officers tHere received a combination of stock options arstrigted stock units in fiscal 2007, with a
greater proportion being weighted toward optiodCPand the Committee believe that restricted stouks provide a tangible value to
employees, and therefore are efficient tools iainghg and motivating employees. The Committeegvel that equity incentives encourage
the achievement of superior results over time digth @mployee and stockholder interests. All eguigentives are subject to vesting
provisions to encourage executive officers to renegmployed with and invested in PMC.

The Committee has implemented general policiesingldao grants of stock and other awards and tpeseies also apply to our
executive officers. Specifically, the Committee dasermined that stock options shall only be grduste the first Tuesday of each month. The
Committee determined that restricted stock unitsld/e granted quarterly on February 25th, May 2Atigust 25th and November 25th. If
the market is closed on the pre-selected grant tegegrant date will be the next trading day tterket is open. However, if a member of the
Committee has not provided his approval beforeptieeselected grant date then the grant date wilbbime the date the last Committee
member provides his approval. Grants are only apgat@t a properly constituted meeting of the Coramibr by electronic unanimous
written consent of the Committee members. All regglidocumentation, including the list of equity asveecipients and the recommended
grant amounts, is sent by management, approvedivenae by the Chief Executive Officer, and receilbgdhe Committee typically several
days prior to the proposed grant date. The Comenités pre-set guidelines for new-hire, promotiowl, @anual performance grants by
position level (as individual contributors or merrdbef management). Any grant recommendations thiesl these guidelines are highligt
and explained to the Committee. The Committee malenthanges to the award recipients and recommegrdatiamounts prior to the grant
date. All stock option grants and other awards laaper share exercise price equal to closing piitee PMC’s common stock on the
NASDAQ Global Select Market on the date of granthe next trading day thereafter if the marketlésed. In fiscal 2007, all equity awal
were approved by electronic unanimous written cotssapproved in advance of the pre-selected geatetgb that all awards were made on
the pre-selected grant date (or the next tradiygthiereafter if the market was closed on the pteesed grant date).

Monthly grants for newly hired and promoted emplkyare considered valuable to support ongoingdhaird incentive objectives to
remain competitive and to concentrate the admatist activities on a single day. In fiscal 2008]® expects to make monthly stock option
grants and quarterly restricted stock unit graotgdx equivalent securities) in accordance withphe-selected dates and in the same manner
as identified above.
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Because PMC grants options on a monthly basisestdated stock units on a quarterly basis, eachredetermined dates, equity
compensation awards to executive officers may baenpaior to the release of material nonpublic infation that may result in an increase in
the price of PMC’s common stock, such as a sigaifigositive earnings announcement. Managementh@@ommittee believe that
consistency in grant dates for equity compensatigards is paramount. Given PMC’s ongoing hiringeff in a competitive job market and
the historical volatility of its stock trading pecmanagement and the Committee believe thatritpsrtant to grant equity incentive awards
close as possible to the start-date of newly heragloyees. Option awards provided in connectioh W¥C’s annual performance review of
all employees, including executive officers hirezfdse October of the previous year, are grantetheriirst Tuesday of March in connection
with the regularly monthly grant schedule. Equityaads associated with the 2008 performance revieveyor will be made as follows: stock
option awards were granted March 4, 2008 and ogsttistock unit grants will be made on May 27, 2@en that May 25, 2008 is a Sunc
and May 26, 2008 is a US holiday (Memorial Day).

The number of options our Committee grants to eaxetutive officer and the vesting schedule for egreimt is determined based on a
variety of factors. The Committee annually revigtdC’s historic annual option grants as a percentddg@C’s outstanding shares, what
amounts are vested and unvested, and their relaive based on then-current stock price, histetoal option exercises relative to
outstanding shares, and the total number and piopaf shares subject to outstanding options iredab the Peer Group. The Committee
reviews Peer Group data for executive officersamparable positions, covering the individual’'s aggte equity position relative to shares
outstanding and the size of each individual's pemgbannual option grant (normalized for differeniceshares outstanding). Awards are also
determined by referencing other factors such a&snat comparisons to the individual's executiverpemdividual skills and experience, and
the individual’s performance and specific contribns during the prior year. PMC references the aredf the Peer Group for equity awards
to its executive officers, based on the informatyathered from publicly available sources. Any msgd grant that is outside of this target is
highlighted for the Committee. In 2007, one exemitvas awarded equity between the median and thg@@&gentile. The remaining
executives were awarded below the™ercentile, except for the Chief Executive Offiesrdiscussed below. During fiscal 2007, our
Committee relied upon the above-mentioned factwegpprove stock option grants to executive offi¢ergurchase an aggregate of 875,000
shares of common stock at average of $6.75 pee ghayh of $7.60 to a low of $6.35). All optionsstever four years and have a ten-year
term. In fiscal 2007, the Committee granted an egate of 153,333 restricted stock units to exeeutificers that vest over a four year
period, with 50% vesting 24-months after the gdait and an additional 25% vesting each 12-mornibgéhereafter.

Equity incentive awards to Named Executive Offidariscal 2007 are reflected in the Summary Conspéion Table on page 42 and
the Grants of Plan Based Awards Table on page 44.

For fiscal 2008, the Committee has limited the namdf shares to be granted as equity incentivesiployees to a guideline of 3% of
PMC's outstanding common stock excluding the ometgrant associated with the hiring of a new Chiefcutive Officer.

No changes were made to the Company’s equity cosapien program for fiscal 2008; however the Comeritnstructed management
to study and present a proposal to adopt perforexbased restricted stock units for fiscal 2009.

Compensation of the Chief Executive Officer

The Committee determines total cash compensatiokifoBailey, the Company’s President and Chief &riive Officer, based on Peer
Group compensation data, the Committee’s assesahbht Bailey’s past performance and the Commigtexpectations as to his future
contributions to PMC. In fiscal 2007, the Commitieereased Mr. Bailey’s base salary by $50,0005@0$000.

For fiscal 2007, the Committee approved a STIP bdarget for Mr. Bailey of 100% which was at thedia@ of the Peer Group.
Mr. Bailey’s individual objective is to deliver tHamancial performance projected in
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the Company'’s Plan. Thus, his bonuses are a funofitiis bonus target and the percentage achievieoh¢ime Company’s performance to
Plan. Like other employees, Mr. Bailey would natewe any bonus if the Company’s operational pentorce was below 50% of target.

The Committee agreed with Mr. Bailey’s recommeratatn 2007 not to award Mr. Bailey with any new iégawards because his
beneficial interest in the Company met the owngrsinid retention objectives underlying equity-basemipensation. Mr. Bailey did not
receive an increase in base salary or any newyegrahts for fiscal 2008 given his intention toigesfrom the positions of President and
Chief Executive Officer once his replacement isapied. Under the terms of Mr. Bailey’s transitiagreement, described in detail on page
49 of this Proxy Statement, for any partial quaiterhich Mr. Bailey holds the titles of Presidemtd Chief Executive Officer, he will be paid
his base salary for the full quarter and for angtigbsix-month period for which Mr. Bailey holdké title of President and Chief Executive
Officer, he will receive his full STIP bonus.

Health and Welfare Benefits

In fiscal 2007, the executive officers were eligibb receive the same health and welfare benbftsare generally available to other
employees and a contribution to their benefit ptemthat is the same as provided to other employidesse benefits programs include the
employee stock purchase plan, extended health emadldnsurance, health and dependent care flegfi#ading accounts, short term and |
term disability, a patent award program, life irmge and supplemental life insurance, accidentthdend dismemberment, leave programs,
education assistance, employee assistance progrdeaain other benefits. Certain executive ofiamay also receive tax preparation
services. Attributed costs of the personal bendétscribed above for the Named Executive Officergtie fiscal year ended December 31,
2007, are included in the column labeled “All Otiiampensation” in the Summary Compensation Tablpage 42.

Retirement Benefits

PMC maintains for its US-based executives a taxiipd 401 (k) Plan, which provides for broad-basedployee participation. Under
the 401(k) Plan, all PMC employees, including exiseuofficers, are eligible to receive matching sdutions from PMC. The matching
contribution for 401(k) Plan year 2007 was $5,500 was calculated and paid on a payroll-by-payraflis subject to applicable Federal
limits. For fiscal 2008, the matching contributionder the 401(k) plan will be $5,500. PMC doesprotide defined benefit pension plans or
defined contribution retirement plans to its exaas or other employees other than the 401(k) F&MC common stock is not included in
PMC'’s 401(k) Plan, except as it may be indireatiglided as part of a fund’s holdings. PMC doesofifelr a deferred income plan for its
executives.

Canadian-based executives participate in PMC’s @Registered Retirement Savings Plan (the RRSR)eithe RRSP, all PMC
employees located in Canada, including executifiees§, are eligible to receive matching contribag from PMC. In fiscal 2007, employees
were required to contribute a minimum of 2% of thise salary and PMC would match up to 5% of these salary subject to an overall
maximum of $13,500 (Canadian dollars) for combiaatployee and employer contributions. For employeesceive the full employer
match in 2008, they must make a minimum contributb5% of their base salary. The employer’'s RR&mrioution for 2008 for all
employees shall be 5% of base salary up to a mawinfub5,000 (Canadian dollars). The reduction tdlp the Company stay within its
operating expense targets and aligns with competitata.

Management and the Committee believe the retiretmemtfits and other generally available healthwaelfiare benefits programs
described above are appropriate and consistentitwittverall compensation program to better enBIMEC to attract and retain superior
employees. Management periodically reviews thelseoEbenefits provided to all employees and maldjastments, as necessary. Attributed
costs of the personal benefits described abovihéoNamed Executive Officers for the fiscal yeadehDecember 31, 2007, are included in
the column labeled “All Other Compensation” in emmary Compensation Table on page 42.
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Change of Control Arrangements

In addition, we have change of control arrangemeiitts our Named Executive Officers, which provide the executives to receive
certain payments and benefits if their employmeitth WMC is terminated in connection with a chanfieantrol of the Company. Informati
regarding applicable payments under such agreerfarttse Named Executive Officers is provided unither heading Change of Control ar
Severance Agreements” on page 47. These arrangearentiesigned to promote stability and continoitgenior management.

Stock Ownership Guidelines

In December 2006, to directly align the interedtexecutive officers with the interests of the &toalders, the Committee approved
stock ownership guidelines that require that eadtetive officer retain a minimum ownership intéri@sPMC. The amount of stock an
executive must retain depends upon the executpasgion. The Chief Executive Officer is require@down and retain a minimum number of
shares or share units totaling in value one times#&se salary, while all other actively employgdaitive officers are required to own and
retain a minimum number of shares or share unitding in value no less than $100,000. The Chiedditive Officer must attain the
ownership guideline by the fifth anniversary of fiist grant, and other executive officers musaiatthe ownership guideline by the fifth
anniversary of the first grant of restricted stoclts to such officer. The Chief Executive Officew holds more than the minimum guideli
PMC does not have a policy regarding the hedgingeiconomic risks of securities held by our ekgelofficers, but any such transactions
must be accomplished within the requirements ofrikigler trading policy.

Tax and Accounting Implications
Deductibility of Executive Compensation

As part of its role, the Committee reviews and ad&rs the deductibility of executive compensatioder Section 162(m) of the Code,
which provides that PMC may not deduct compensaifanore than $1,000,000 that is paid to certadfiviiduals. PMC believes that
compensation paid under the management incentarespé generally fully deductible for federal inatax purposes. However, in certain
situations, the Committee may approve compensttiatwill not meet these requirements in ordemtsuee competitive levels of total
compensation for its executive officers. For fis2@07 no executive officer received compensatidijesi to Section 162(m) of the Code in
excess of $1,000,000.

Accounting for Stock—Based Compensation

Beginning on January 1, 2006, PMC began accoulftingtock—based compensation, including its stquioa grants and restricted
stock awards, in accordance with the requiremeEA&B Statement 123(R).
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COMPENSATION COMMITTEE REPORT

The information contained in this report shall et deemed to be “soliciting material” or “filed” vthh the SEC or subject to the
liabilities of Section 18 of the Exchange Act, @xde the extent that PMC specifically incorporaiisisy reference into a document filed un
the Securities Act or the Exchange Act.

The Compensation Committee of the Company haswedend discussed the Compensation Discussion aaty#is required by
Item 402(b) of Regulation S-K with management daked on such review and discussions, the Compem&&ammittee recommended to
the Board that the Compensation Discussion andyaigabe included in this proxy statement.

THE COMPENSATION COMMITTEE

Michael R. Fares
Jonathan J. Judge, Ch
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The following table provides fiscal 2006 and 20@mpensation information for the Named Executived@fs of PMC who together
constitute the most highly compensated executifiees§ in fiscal year 2007 based on their total penmsation but without taking into account
the annual change in the actuarial present valae@imulated pension benefits and earnings on nalifigd deferred compensation.

SUMMARY COMPENSATION TABLE
For Fiscal Year Ended December 30, 2007

Non-Equity
Stock Option Incentive Plan Al Ofh
Awards Awards ) er
Bonus Compensatior Compensatior
Salary 1 ) Total

Name and Principal Position Year $) $) ®® ©®@ $) $) $)
Robert L. Bailey 2007  488,46: 0@3) 0@3) 472,7644) 23,707(5) 984,93¢

President, Chief Executive Officer 200¢€ 450,00( 520,11: 247,28t 34,334p) 1,251,73I
Michael W. Zellner 2007  303,23: 50,03: 165,48: 181,46 ) 7,82((9) 708,03¢

Vice President and Chief Financial Offidé 200¢
Robert M. Liszt 2007  281,15: 11,77¢ 38,40« 158,45/10) 16,94%(11) 506,72!

Vice President, Worldwide Sales 200€  227,40: 50,00((12) 223,84 62,231 14,76¢13) 578,24’
Colin C. Harris 2007 276,98.(14) 17,65¢ 57,60¢ 149,39715) 10,47%16) 512,11t

Vice President, Worldwide Operations 200¢ 258,82'(14) 261,32¢17) 80,19( 9,84¢€(18) 610,19:
Alinka Flaminia 2007 239,07t 50,00((19) 90,21¢ 97,66%(20) 7,77421) 484,73:

Vice President, General Counsel and Corpc 200¢€

Secretary?)

(1) Amounts shown do not reflect compensation digtuaceived by the Named Executive Officer. Instethe amounts shown are the
compensation costs recognized for stock awardsdalf2007 for financial statement reporting pugsoas determined pursuant to FAS
123R. The assumptions used in the calculation lofegaof stock awards are set forth under the seetiitled “Stock based-
compensation” of PMC’s Annual Report on Form 10eK fiscal year 2007 filed with the SEC on Februa?y 2008. Restricted stock
units were granted on May 25, 2007 and were nota@ebin Fiscal 200¢

(2) Amounts shown do not reflect compensation digtueceived by the Named Executive Officer. Instethe amounts shown are the
compensation costs recognized for option awardiséal 2007 for financial statement reporting pueg® as determined pursuant to FAS
123R. The assumptions used in the calculation lofegaof option awards are set forth under the @eehntitled “Stock based-
compensatic” of PMC's Annual Report on Form -K for fiscal year 2007 filed with the SEC on Felmua2, 2008

(3) The Committee agreed with Mr. Bailey’s recomutegion in 2007 not to award Mr. Bailey with any nequity awards because his
beneficial interest in the Company met the owngrsinid retention objectives underlying eg-based compensatic
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(4)
()

(6)
(7)
(8)
(9)

(10)
(11)

(12)
(13)

(14)
(15)
(16)
(17)
(18)
(19)

(20)
(21)

Includes a bonus of $282,000 earned in third andfioquarters of 2007, which was awarded in thst fjuarter of 200¢

This amount consists of: (a) $19,900 in taxppration services, (b) $1,467 in life insurancenpuens, (c) $1,500 in a US benefit
allowance, and (d) $840 for a medical examinal

This amount consists of: (a) $31,950 in taxppration services, (b) $882 in life insurance preng, and (c) $1,500 in a US benefit
allowance

Mr. Zellner was hired as Vice President, Chief Ricial Officer on March 2, 200°

Includes a bonus of $123,516 earned in third andHiocquarters of 2007, which was awarded in the fjuarter of 200¢

This amount consists of: (a) $1,051 in lifeurence premiums, (b) $5,500 under the tax-qualdi@ti(k) Plan and (c) $ 1,269 in medical
allowances

Includes a bonus of $87,787 earned in third andffioguarters of 2007, which was awarded in the €jterter of 200€

This amount consists of: (a) $1,242 in lifsuirance premiums, (b) PMC’s matching contributib8%500 under the tax-qualified 401
(k) Plan, (c) $1,500 in medical allowances, ands@l¥00 in automobile allowance

Mr. Liszt became an executive officer on March @& and was awarded a $50,000 signing bonus atirfet

This amount consists of: (a) $1,027 in lifsuirance premiums, (b) PMC’s matching contributib8%250 under the tax-qualified 401
(k) Plan, (c) $1,241 in medical allowances, and¥@250 in automobile allowance

Mr. Harris is paid in Canadian Dollars so repor@tbunts will vary depending upon the exchangettegr in effect

Includes a bonus of $94,460 earned in third andffioguarters of 2007, which was awarded in the €jterter of 200€

This amount consists of: (a) $526 in life ir@wce premiums, (b) $1,158 in a medical allowanod, (c) PMC’s matching contribution of
$8,663 under the RRSP, and (d) $126 in accideetthdand disability premium

Includes options for 62,500 shares grantedaswary 18, 2006 at an exercise price of $9.28Ipane, which vest 1/4 on April 18, 2006
and 1/48 monthly thereafte

This amount consists of: (a) $485 in life ir@we premiums, (b) $1,214 in a medical allowanod, (c) PMC’s matching contribution of
$8,147 under PM's ta>-qualified RRSP

Ms. Flaminia was hired on January 2, 2007 and wasded a $50,000 signing bonus at that ti

Includes a bonus of $59,558 earned in third andffioguarters of 2007, which was awarded in the €jterter of 200€

This amount consists of: (a) $774 in life irwce premiums, (b) $1,500 in a medical allowanaoé, (c) PMC’s matching contribution of
$5,500 under PM'’s ta>-qualified 401(k) Plan

The Company provides the Named Executive Officetls mo perquisites or personal benefits duringfterahe officer's employment,

except as disclosed in this Proxy Statement.
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The following tables show for the fiscal year en@atember 30, 2007 certain information regardingpog and other plan-based
awards granted to the Named Executive Officers.ddtite terms of PMC’s 1994 Incentive Stock Plag,Bloard of Directors retains
discretion, subject to plan limits, to modify tlegrns of outstanding options and to reprice theoojsti

GRANTS OF PLAN-BASED AWARDS
For Fiscal Year Ended December 30, 2007

Grant Date

All Other Stock All Other Option Exercise or Base thro\éilgﬁdm
Awards: Number of Awards: Number of Price of Option or Option Awards

Securities Underlyinc
Grant Shares of Stock or Stock Awards
Name Date Units (#) Options (#) ($/share) $) @

Robert L. Bailey N/A® — — — —
Michael W. Zellnel 4/3/200° 255,00( 7.07 $ 1,009,80!
5/25/200° 56,66¢ 0 $ 426,12¢
Robert M. Liszi 3/6/200° 60,00( 6.3t $ 212,40(
5/25/200° 13,33 0 $ 100,26«
Colin C. Harris 3/6/200° 90,00( 6.3¢ $ 318,60(
5/25/200° 20,00( 0 $ 150,40(
Alinka Flaminia 2/6/200° 125,00( 6.52 $ 455,00(

(1) The value of option awards is based on theviaine as of the grant date of such award detedmoesuant to FAS 123R. The exercise
price for all options granted to the Named Exeai®ifficers is 100% of the fair market value of imares on the grant date. The option
exercise price has not been deducted from the atmdicated above. Regardless of whatever valp&aied on a stock option on the
grant date, the actual value of the option willelgghon the market value of PMC’s Common Stock el slate in the future when the
option is exercised. The proceeds to be paid tindhigidual following this exercise do not inclutlee option exercise pric

(2) The value of the stock awards is based onahevélue of the grant date of such awards detexchpursuant to FAS 123R. The price of
awards in the form of restricted stock units to @ned Executive Officers is 100% of the fair markaue of the shares on the grant
date. Regardless of the FAS 123R value associatadhve restricted stock unit, the actual valud¢haf award recognized will depend on
the market value of PM's Common Stock at such date in the future whesltaees are vested and sc

(3) The Committee agreed with Mr. Bailey’s recomutegion in 2007 not to award Mr. Bailey with any nequity awards because his
beneficial interest in the Company met the owngrsinid retention objectives underlying eg-based compensatic
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OUTSTANDING EQUITY AWARDS AT FISCAL 2007 YEAR-END

The following table set forth certain informatiooncerning outstanding equity awards held by the &hBxecutive Officers at the end

of the fiscal year ended December 30, 2007:

Name

Robert L. Bailey

Michael W. Zellner

Robert M. Liszt

Colin C. Hatrris

Alinka Flaminia

Option Awards

Stock Awards

Number of Market

Value of
Shares or  Shares or
Units of

Number of Stock Units of
Securities Number of That Have Stock
Underlying Securities That
Unexercise( Underly[ng Optio_n ) Not Have Not
‘ Unexercised Exercise Option Vested Vested
Options (#) Options (#) Price Expiration
Exercisable  Unexercisable $) Date ®® ©©
6,25¢ 0 15.984: 1/4/200¢
773,74« 0 15.984: 1/4/200¢
1,90¢ 0 5.950( 3/31/201:
182,10: 0 5.950( 3/31/201:
75,99( 0 5.950( 3/31/201:
264,93t 0 5.950( 3/31/201:
10,06« 0 5.950( 3/31/201:
550,00( 0 5.950( 3/31/201:
600,00( 0 20.130( 12/29/201.
400,00( 200,00(»)  7.870C 4/18/201!
218,75( 281,25 10.970( 3/7/201¢
0 0
0 255,003  7.070( 4/3/201°
56,66¢ 373,99¢
98,431 126,561 10.560( 3/9/201¢
0 60,006  6.350( 3/6/201°
13,33¢ 87,99¢
24,00( 0 9.062t 2/11/200¢
40,00( 0 5.950( 3/31/201:
100,00( 0 20.130( 12/29/201.
39,58: 10,41  9.000C 10/20/201.
41,66¢ 20,8341y  7.870C 4/18/201!
41,66¢ 20,8341 10.140C 7/18/201!
41,66¢ 20,8341  7.830( 10/18/201!
41,66¢ 20,8341 9.290C 1/18/201!
21,87 28,1252 10.970( 3/7/201¢
21,87¢ 28,12%2  9.070( 6/7/201¢
21,87 28,12  6.370( 9/7/201¢
21,87 28,12%2  7.5400 12/7/201¢
0 90,00(  6.350( 3/6/201°
20,000 132,00(
0 125,00m  6.520( 2/6/201°

0 0

(1) Stock options vest at the rate of 25% of thaltoumber of shares subject to the option at titeaf 4/18/2006 and 1/48th of the total

number of shares vest monthly thereal

(2) Stock options vest at the rate of 25% of thaltoumber of shares subject to the option at titea# 3/07/2007 and 1/48th of the total

number of shares vest monthly thereal

(3) Stock options vest at the rate of 25% of thaltoumber of shares subject to the option at titeaf 04/03/2008 and 1/48th of the total

number of shares vest monthly thereal
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(4)
()
(6)
(7)
(8)
(9)

Stock options vest at the rate of 25% of thialtoumber of shares subject to the option at titeaf 10/20/2005 and 1/48th of the total
number of shares vest monthly thereal

Stock options vest at the rate of 25% of thialtoumber of shares subject to the option at titeaf 3/09/2007 and 1/48th of the total
number of shares vest monthly thereal

Stock options vest at the rate of 25% of thaltoumber of shares subject to the option at titea# 3/06/2008 and 1/48th of the total
number of shares vest monthly thereal

Stock options vest at the rate of 25% of thaltoumber of shares subject to the option at titeaf 2/06/2008 and 1/48th of the total
number of shares vest monthly thereal

Stock awards in the form of Restricted Stockt&iifty percent (50%) of the shares shall vastloe second anniversary of the Award
Date; twent-five percent (25%) of the shares shall vest upah e the third and fourth anniversaries of the mdate.

The price of PM(s Common Stock is the closing price on the NASDAQb@l Select Market as of December 28, 2007 ($6

OPTION EXERCISES AND STOCK VESTED
For Fiscal Year Ended December 30, 2007

The following tables show for the fiscal year en@atember 30, 2007 certain information regardingpog exercised by the Named

Executive Officers:

Option Awards

Number of Value Realizec
Shares
Acquired on on Exercise
Name Exercise (#) OIS
Robert L. Bailey 475,00( 870,77¢
Colin C. Harris 95,00( 308,50:
(1) The value realized equals the difference betvibe option exercise price and the fair marketiwalf PMC’s common stock on the date

of exercise, multiplied by the number of sharesdbich the option was exercise
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CHANGE OF CONTROL AND SEVERANCE AGREEMENTS

In 2007, PMC revised its change of control agredmetith its executive officers, including RobertiBg, and also entered into a
transition agreement with Mr. Bailey to identifyypand benefits associated with Mr. Bailey’s annahimtentions to resign from the
positions of President and Chief Executive Offigpon the hiring of his replacement. Mr. Bailey’sinlge of control agreement and transition
agreement were filed with the SEC on October 30728h Form 8-K/A. The form of change of controlegment pertaining to PMC'’s other
executive officers, dated to be effective as oliday 1, 2008, was filed on February 22, 2008 with SEC as Exhibit 10.5 to PMC’s Annual

Report on Form 10-K.

Change of Control Agreements

Amendments to the change of control agreements matke primarily to comply with Section 409A of tikernal Revenue Code of
1986, as amended (the Code). Unless otherwiseaitaticthe terms of the change of control agreeffoemdr. Bailey and the other executive

officers are substantively similar.

Apart from payment of the executive officer's acmitand unpaid base salary and accrued and unusatiovapay which are payable
upon termination at any time for any reason whatsgen executive officer's compensation and bésefdon termination without cause or
constructive termination 60 days prior to or twasgefollowing a change in control are describedWwehll subject to applicable withholding

For Mr. Bailey:
1. Alump sum payment equal to two times his thenantrbase salan

2. Alump sum payment equal to the total of all liees received by Mr. Bailey during the calendar gealed on December 31
immediately preceding Mr. Bail’s actual or constructive termination; &

3. Continued vesting of options if Mr. Bailey an®l® or its successor enter into a consulting agreg¢mpeviding for continued
services by Mr. Bailey

Mr. Bailey is entitled to receive an accelerateddji after change in control in the event thaihan employee of the Company or its
successor on the first anniversary of a changewtral. In this case, Mr. Bailey will receive thaypments in 1 and 2 above as if he had been
terminated without cause on the first anniverseegardless of whether his employment continuestfaar. If the accelerated benefit is paid,
PMC will have fully satisfied its obligation to p&Wr. Bailey the severance benefits in 1 and 2 abmgardless of any subsequent termine
or constructive termination related to a changeointrol.

For Other Executive Officers:

1. Cash payment equal to four percent of the ekexofficer’'s then-current base salary for eachrubnth the executive officer was
employed by PMC (or an affiliate) up to a maximuwtat payment equal to two times the executive eff&cthen-current base

salary;

2. Cash payment equal to two percent for every mth executive officer was employed by PMC (ogaéitiate) of the total of
bonuses received by the executive officer for #st ETIP periods totaling twelve months, up to aimam total payment equal to
100% of the amount of bonuses received by the execofficer under STIP for the last periods tatglitwelve months

3. Accelerated vesting by twelve months of all eqaiyards that are unvested as of the date of sepauaitiservice; an

Twelve months from the separation of servicexercise all vested options or the remaining tefth@ option, whichever is
shorter.
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Receipt of compensation under the change of coatp@ements is conditioned, in all cases, uporipecta release of claims and
covenants not to compete and not to solicit emmsyer a specified period of time.

Cash payments to the executive officers other MarBailey are payable in twelve equal monthly ailshents beginning on the first
regular payday for the Company'’s salaried employpeeshich the release of claims is effective.

Actions constituting “cause,” include, for instangeoss dereliction of duties that persist aftdeast two notices thirty days apart,
willful and gross misconduct that injures PMC, filland material violation of laws applicable to BEMembezzlement or theft, and failure to
achieve and maintain acceptable performance levels.

A “change of control,” may occur upon any of thédwing events:

(&) any person or group other than PMC or its slieasi becoming a beneficial owner of PMC securitegzresenting 50% or more of
the combined voting power of PN's then outstanding securitie

(b) a sale or merger of the Company which resulthé holders of PMC securities representing aihgopower for the election of
directors before the transaction holding less #hamajority of the total voting power for the electiof directors of the acquiring or
surviving entity; ol

(c) achange in the Board of Directors such thatnieumbent directors and nominees of the incumbieettors are no longer a
majority of the total number of directol

A “constructive termination” means executive offisearesignation within two years following the ocrence of any of the following
events without executive’s approval: a materialicdithn in executive’s compensation or benefits,adamal reduction in authority, duties or
responsibilities, or the requirement that the ekigewfficer relocate more than 100 miles, notumithg a relocation from either PMC'’s
primary locations in Burnaby, British Columbia aara Clara, California to the other primary locatio

A “separation from service” means the cessatioexefcutive officers’ status as an employee of thm@any and shall be deemed to
occur at such time as the level of the bona fideices the individual is to perform as an emplog@eas a consultant or other independent
contractor) permanently decreases to a level shabti more than twenty percent of the average lefvetrvices such executive officer
rendered as an employee during the immediatelyedieg thirty-six months, or as otherwise determibgdhe applicable standards of the
Treasury Regulations issued under Section 409Ae{tode.

In compliance with Section 409A of the Code, paytsahall not be made to the executive officer pigathe earlier of: (i) the expirati
of the six-month period measured from the datdefexecutive officer’s separation from serviceiitlie date of the executive officer’s
death, if the executive is deemed at the time ofi ®eparation from service to be a “key employeitiiwthe meaning of that term under the
Code and such delayed commencement is otherwis@eddn order to avoid a prohibited distributionder Section 409A. However, the six-
month hold back shall not be applicable to any paytsithat qualify as Short-Term Deferral paymentden the Code and any portion of the
severance payments to the extent that (a) the $tine @xecutive officer’'s annualized compensatiantlie taxable year preceding the taxable
year of the separation from service and (b) theimarm amount that may be taken into account undgradified plan pursuant to the Code
the year in which executive officer has a sepandftiom service, provided such severance paymeatpaid no later than the last day of
executive officer’'s second taxable year followihg taxable year in which the separation from sereiccurs.

The following table provides information concerniihg estimated payments and benefits that woulardséded in the circumstances
described above for each of the Named Executivie@f. Payments and benefits are estimated assuhahthe triggering event took place
on the last business day of fiscal 2007 (DecemBgRQ07), and the price per share of PMC’s comntockss the closing price on the
NASDAQ Global Selec

48



Market as of that date ($6.60). There can be norasse that a triggering event would produce timeesar similar results as those estimated
below if such event occurs on any other date angitother price, or if any other assumption usegktonate potential payments and benefits
is not correct.

Involuntary
Termination
Other Than
For Cause
within 24
Months of
Change in
Control
Name Type of Benefit ($)
Robert L. Bailey Base Salary Payme 1,000,00!
Bonus (STIP) Paymel 472,76¢
Vesting Acceleratiof) 705,25(
Total Termination Benefit: 2,178,01!
Michael W. Zellnel Base Salary Payme 131,40(
Bonus (STIP) Paymel 32,66¢
Vesting Acceleratior 0
Total Termination Benefit: 164,06«
Colin C. Harris Base Salary Payme 555,88
Bonus (STIP) Paymel 149,39°
Vesting Acceleratior 43,75(
Total Termination Benefit: 749,03(
Robert M. Liszi Base Salary Payme 249,04(
Bonus (STIP) Paymel 69,71¢
Vesting Acceleratio) 6,568
Total Termination Benefit: 325,32.
Alinka Flaminia Base Salary Payme 115,20(
Bonus (STIP) Paymel 23,43¢
Vesting Acceleratior 4,58:
Total Termination Benefit: 143,22.

(1) Reflects accelerated vesting by twelve monthslaality awards that are unvested as of the dasediration of servic

Mr. Bailey’s Transition Agreement

There is no change to Mr. Baileyturrent compensation or benefits while he remRnesident and Chief Executive Officer of PMC.
any partial quarter in which Mr. Bailey holds tlitkets of President and Chief Executive Officer Wil be paid his base salary for the full
quarter and for any partial six-month period foriethMr. Bailey holds the title of President and CHf@ will receive his full STIP bonus.

Mr. Bailey’s resignation as President and Chiefdutre Officer of PMC becomes effective upon thea@ptment of his replacement
(the Resignation Date). For any six-month periodeghJune 30 or December 31 in which Mr. Bailey halte CEO title, he will be paid his
full STIP for that entire six-month period.

While Mr. Bailey continues to serve as an employedirector, Mr. Bailey and his dependents will ttone to receive health and
welfare coverage the costs of which would be pripoately shared at the then-current contributmrels. It is expected that Mr. Bailey will
continue as a director after his Resignation Datmhse the search for his replacement is activelyoing and he is being nominated for re-
election at the Annual Meeting for the 2008-2009te
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Once Mr. Bailey is no longer providing servicegie Company as an employee or a director (the SgparDate), he will receive:
1. Acceleration of vesting by two years of all unvelstgtions held by Mr. Bailey as of September 3@72!

2.  The right to exercise his options for a peribti@lve months following the Separation Date @ thmaining term of the option,
whichever is shorter; ar

3. Health and welfare benefit coverage for himaali his dependents at his own cost for (a) a pégihning on the Separation
Date that is equal to Mr. Baileyterm of service as an employee or (b) when hénandependents are accepted for coverage

another employer’'s comparable plans, whichevendstsr, but not beyond such time that Mr. Bailegdraes eligible for
Medicare coverags

Mr. Bailey’s options will be fully vested for optis held as of September 30, 2007 in the ordinanyseoif he remains a Director
through March 6, 2010. Thus, if his Separation Dsigfter March 6, 2010, there will be no acceleraevent.

If Mr. Bailey’s Resignation Date were the last business dap@dlf2007 (December 28, 2007), he would have redaio benefits, ca:
or equity compensation over what he would haveiveddf he resigned on that date without the bera#fthe Transition Agreement. For
Mr. Bailey to have received cash compensation almhe he would otherwise earn without the bendfthe Transition Agreement, he wot
have to resign before a quarter is complete (fselsamlary benefit) and before a semi-annual pésiodmplete (for incentive compensation
benefit). He will only realize a benefit under thecelerated vesting provision of the Transitionefggnent if he resigns before March 7, 2010
and is not also continuing to serve as a Board neemb
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POLICIES AND PROCEDURES WITH RESPECT TO RELATED PAR TY TRANSACTIONS

PMC'’s Audit Committee Charter requires that memioéithe Audit Committee, all of whom are independdirectors, review and
approve or ratify all related party transactionsvitnich such approval is required under applicédole including SEC and NASDAQ rules.
Current SEC rules define a related party transad¢tidnclude any transaction, arrangement or i@latip in which PMC is a participant and
in which any of the following persons has or witie a direct or indirect interest:

an executive officer, director or director nomiregé*MC
any person who is known to be the beneficial ovafenore than 5% of PM's common stoc

any person who is an immediate family member (éiseé under Item 404 of Regulation S-K) of an exeeuofficer, director or
director nominee or beneficial owner of more thé&m & PMC's common stoc

any firm, corporation or other entity in which aofythe foregoing persons is employed or is a pain@rincipal or in a similar
position or in which such person, together with ather of the foregoing persons, has a 5% or gréateeficial ownership intere

On February 1, 2007, the Board approved P8/R¢lated Party Transaction Policies and ProcedtiresRolicy), that outlines procedu
for approving any material transaction in which Pl a related party are participants, includingtasnsaction with a related party in
which the aggregate amount involved is expectezkteed $120,000.

The Policy provides that the Audit Committee shelliew the material facts of the transaction aridegiapprove or ratify, or
disapprove, the transaction, subject to certairptxans described below. In determining whethexpprove or ratify a related party
transaction, the Audit Committee takes into accoamtong other factors it deems appropriate, whetteetransaction is on terms no less
favorable than terms generally available to anfilizéd third-party under the same or similar aimstances and the extent of the related
party’s interest in the transaction. Certain tratisas are deemed to be pre-approved by the Auwatiti@ittee under the terms of the Policy,

including:

any arrangement relating to executive officer oectior compensation (so long as it will describe®MC's proxy statemen

any transaction with another company at which ateel party’s only relationship is as an employékgothan an executive
officer), director or beneficial owner of less thEB#6 of that company’s shares, if the aggregateuatiavolved does not exceed
the greater of $1,000,000, or 2% of that com|'s total annual revenu

any charitable contribution by PMC to a charitatmiganization or university at which a related partynly relationship is as an
employee (other than an executive officer) or ador, if the aggregate amount involved does noted the lesser of $1,000,000,
or 2% of the charitable organizat’s total annual receip

any transaction where the related person’s intemests solely from the ownership of the PMC’s camrmtock and all holders of
common stock received the same benefit on a pacbiadis (e.g. dividend

any transaction involving a related party wherertites or charges involved are determined by cdtiyeebids

any transaction with a related party involving thedering of services as a common or contracterawr public utility, at rates or
charges fixed in conformity with law or governmdraathority

any transaction with a related party involving $egg as a bank depositary of funds, transfer agegistrar, trustee under a trust
indenture, or similar service
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In addition, the Board has delegated to the CHaineAudit Committee the authority to pre-appraveatify, as applicable, any
transaction with a related party in which the aggte amount involved is expected to be less thad0$1000.

All related party transactions shall be disclose®MC'’s applicable filings with the SEC as requitedler SEC rules.
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

During fiscal 2007, the following directors were migers of PMC’s Compensation Committee: Michael &eBe and Jonathan J. Judge
(Chair). None of the Compensation Committee’s memibas at any time been an officer or employeeME€P

None of PMC’s Named Executive Officers servesnahie past fiscal year has served, as a membhbedfdard of directors or
compensation committee of any entity that has emaare of its executive officers serving on PMC'saed or Compensation Committee.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act regquitMC’s executive officers and directors, and@essvho own more than 10% of
PMC’s common stock, to file reports regarding ovehgs of, and transactions in, PMC’s securities \lign SEC and to provide PMC with
copies of those filings. Based solely on its reva@whe copies of such forms received by PMC, dttem representations from certain
reporting persons, PMC believes that during figear 2007, each of the reporting persons compligdall applicable Section 16(a) filing
requirements.
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AUDIT COMMITTEE REPORT

The information contained in this report shall et deemed to be “soliciting material” or “filed” vthh the SEC or subject to the
liabilities of Section 18 of the Exchange Act, @xde the extent that PMC specifically incorporaiisisy reference into a document filed un
the Securities Act or the Exchange Act.

The Audit Committee hereby reports as follows:
1. The Audit Committee has reviewed PI's audited consolidated financial statements antldéed them with manageme

2. The Audit Committee has discussed with Deldtf€ouche LLP, PMC's independent auditors during 2007 fiscal year, the
matters required to be discussed by the statermeAuditing Standards No. 61, as amended (AICP#fessional Standards
Vol. 1.AU section 380), as adopted by the Publienpany Accounting Oversight Board in Rule 320

3.  The Audit Committee received the written disales and the letter from Deloitte & Touche LLP rieed by Independence
Standards Board Standard No. 1 (Independence StinBaard Standard No. hdependence Discussions with Audit
Committee3, as adopted by the Public Company Accounting €lgat Board in Rule 2600T, and has discussed wéloide &
Touche LLP its independenc

Based on the review and discussions referred paiagraphs 1-3 above, the Audit Committee recomettaithe Board that PMC'’s
audited consolidated financial statements be iredud PMC’s Annual Report on Form 10-K for the &ibgear ended December 30, 2007.

THE AUDIT COMMITTEE

Richard E. Belluzz«
Jonathan J. Jud
William H. Kurtz, Chair
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OTHER MATTERS

The Board of Directors knows of no other mattet thi#l be presented for consideration at the 20081éal Meeting of Stockholders. If
any other matter is properly brought before thetingeit is the intention of the persons namechie &ccompanying proxy to vote on such
matter in accordance with their best judgment.

By Order of the Board of Director

/sl Robert L. Bailey

Robert L. Bailey
President and Chief Executive Officer,
March 12, 2008
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Exhibit A
PMC-SIERRA, INC.
2008 EQUITY PLAN

The following constitute the provisions of the PNBirra, Inc. 2008 Equity Plan, effective as of dagu, 2009:
1. Purposes of the PlanThe purposes of this Plan are:

e to attract and retain the best available perscimmgdositions of substantial responsibili

» to provide additional incentive to Employees, Cdiasus and Directors, ar

* to promote the success of the Com(’s business

2. Definitions. As used herein, the following definitions shadpdy:

(&) “ Administrator” means the particular entity, whether the CompoasaCommittee or other Committee which is authedizo
administer the Plan with respect to one or morssasa of eligible persons, to the extent such eistitarrying out its administrative
functions under the Plan with respect to the pexsorder its jurisdiction.

(b) “ Applicable Laws means the requirements relating to the admirtistnaof equity-based awards under U.S. state catpor
laws, U.S. federal and state securities laws, th@eCany stock exchange or quotation system onhathie Common Stock is listed or
guoted and the applicable laws of any foreign cguat jurisdiction where Awards are, or will beagted under the Plan.

(c) “ Award Agreemerit means a written agreement between the Company Badiaipant evidencing the terms and conditior
an individual Award.

(d) “ Awards” means Options, Stock Appreciation Rights, Stoekafds, Restricted Stock Units and Dividend EquirtRights.
(e) “ Board” means the Board of Directors of the Company.
(H “ Change of Control means the occurrence of any of the following @sen

(i) Any “person” (as such term is used in Secti®@B6d) and 14(d) of the Exchange Act) becomes tleméficial owner” &s define
in Rule 13d-3 of the Exchange Act), directly orinedtly, of securities of the Company represenfiftyg percent (50%) or more of the
total voting power represented by the Company’s thgstanding voting securities;

(i) The consummation of the sale or dispositiorthey Company of all or substantially all of the Guamy’s assets;

(iii) A change in the composition of the Board ogtg within a two (2)-year period, as a resuligfich fewer than a majority of
the directors are Incumbent Directors. “Incumbeine€iors” means directors who either (A) are Dioestas of the effective date of the
Plan, or (B) are elected, or nominated for elegtiorthe Board with the affirmative votes of atdea majority of the Incumbent
Directors at the time of such election, to the Bioaith the affirmative votes of at least a majonfythe Incumbent Directors at the time
of such election or nomination (but will not inckidn individual whose election or nomination i€@mnection with an actual or
threatened proxy contest relating to the electiodirectors to the Company); or

(iv) The consummation of a merger or consolidatbthe Company with any other corporation, othantl merger or
consolidation which would result in the voting setes of the Company outstanding immediately ptia@reto continuing to represent
(either by remaining outstanding or by being coteeinto voting securities of the surviving entityits parent) at least fifty percent
(50% ) of the total voting power represented byuwbeng securities of the Company or such survivémgjty or its parent outstanding
immediately after such merger or consolidation.
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(9) “ Code” means the Internal Revenue Code of 1986, as apterdhy reference to a section of the Code herdirbera
reference to any successor or amended sectior @dhle.

(h) “ Committe€ means a committee of Directors or of other indials satisfying Applicable Laws appointed by tlwail or the
Compensation Committee in accordance with Sectiohtbe Plan.

() “ Common Stockmeans the Common Stock of the Company.
() “ Compensation Committéeneans the Compensation Committee of the Board.
(k) “ Company means PMC-Sierra, Inc., a Delaware corporation.

() “ Consultant’ means a consultant or independent contractorgadjhy the Company or a Parent or Subsidiary tdeien
services.

(m) “ Continuous Status as an Employee, Consultant cedbir” means that the employment, consulting or direottationship
with the Company or any Parent or Subsidiary isimgrrupted or terminated. For purposes of the RiaParticipant shall be deemed to
cease to be in Continuous Status as an Employeesu@ant or Director immediately upon the occureeatthe either of the following
events: (i) the Participant no longer performs & in any of the foregoing capacities for the @any or any Parent or Subsidiary or
(i) the entity for which the Participant is penfioing such services ceases to remain a Parent sidialy of the Company, even though
the Participant may subsequently continue to perfeervices for that entity. Continuous Status a&maployee, Consultant or Director
shall not be considered interrupted in the casé@)ddiny leave of absence approved by the Companlyding sick leave, military leave,
or any other personal leave; provided, howevet,iftsch leave exceeds three (3) months, thepdigposes of determining the period
within which an Incentive Stock Option may be exsrd as such under the federal tax laws, the Erepleyemployment shall be
deemed to cease on the first day immediately fotigithe expiration of such three (3)-month periad ¢he option will be treated for
tax purposes as a Nonstatutory Stock Option unttesEmployee is provided with the right to employtllowing such leave by
written contract or statute; or (ii) transfers beém locations of the Company or between the Compeniarent, its Subsidiaries or its
successor. Except to the extent required by laexpressly authorized by the Administrator or by @@npany’s written policy on
leaves of absence, no service credit shall be divevesting purposes for any period the Participsion a leave of absence.
Notwithstanding the foregoing, the Administratoryntietermine that other interruptions or terminagiamthe employment, consulting
or director relationship with the Company or anydpé or Subsidiary not specified in this Sectioalkhot constitute an interruption in
the Continuous Status as an Employee, Consultabirector.

(n) “ Director " means a member of the Board or a member of tlaedoof directors of any Parent or Subsidiary of @any.
(o) “ Disability ” means total and permanent disability as defime8dction 22(e)(3) of the Code.

(p) “ Dividend Equivalent Rightsmeans the dividend equivalent rights that maygtanted under Section 13 of the Plan.
(q) “ Effective Daté means January 1, 2009.

() “ Employe€ means any person, including Officers and Direstemployed by the Company or any Parent or Subyidif the
Company. Neither service as a Director nor payroéatdirector’s fee by the Company shall be sufitito constitute “employmenby
the Company.

(s) “ Exchange Act means the Securities Exchange Act of 1934, andet
(t) “ Fair Market Value” means, as of any date, the value of Common Sdetérmined as follows:

(i) If the Common Stock is listed on any establik®ck exchange, the Fair Market Value of a sha@ommon Stock shall be
the closing sales price for such stock as sucle fisiceported by the National Association of SeamgiDealers (if primarily traded on t
Nasdaq Global Select Market) or as officially qubite the composite tape of transactions on anyrattoek exchange with the greatest
volume of trading
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in Common Stock on the date of determination fampiclosing sales price was reported on that aatéhe last preceding trading date
such closing sales price was reported) at the érebalar hours trading, as reported in The Wakk&tJournal or such other source as
the Administrator deems reliable;

(i) If the Common Stock is quoted on the NatioAakociation of Securities Dealers, Inc. Automatem®ation System, (but not
on the National Market System thereof) or is redylquoted by a recognized securities dealer bilihggorices are not reported, the F
Market Value of a share of Common Stock shall lgentiean between the high bid and low asked prigethéoCommon Stock on the
date of determination (or, if no such prices wexgorted on that date, on the last preceding date jgtices were reported), at the end of
regular hours trading as reported in The Wall $tdearnal or such other source as the Administd¢ems reliable; or

(iii) In the absence of an established marketlier€ommon Stock, the Fair Market Value shall bemeined in good faith by the
Administrator.

(u) “ Family Membef means, with respect to a particular Participant child, stepchild, grandchild, parent, steppgren
grandparent, spouse, former spouse, sibling, niegghew, mother-in-law, father-in-law, son-in-lad@ughter-in-law, brother-in-law or
sister-in-law.

(v) “ Incentive Stock Optiohmeans an Option intended to qualify as an ineegtock option within the meaning of Section 422
of the Code and the regulations promulgated theteun

(w) “ Misconduct’ means (i) engaging in financial fraud; (ii) embé&zglproperty of the Company and/or any Parent dis&liary;
(iii) non-payment of an obligation owed to the Camnp; (iv) breach of fiduciary duty or deliberatsmigard of Company rules resulting
in loss, damage or injury to the Company (and/aeRtzor Subsidiary); (v) engaging in any activity,for affiliating with, any
competitor of the Company and/or any Parent or Eigdry; (vi) theft of trade secrets or unauthoriziisclosure of any confidential
information or trade secret of the Company andigrRarent or Subsidiary; or (vii) engaging in coctdihat is a violation of securities
laws, antitrust and unfair competition laws, thedign Corrupt Practices Act, other laws, or whionduct puts the Company and/or i
Parent or Subsidiary at substantial risk of violgtsuch laws. The Administrator, in its sole diiorg shall determine if a Participant’s
termination of Continuous Status as an EmployeasGitant or Director is for “Misconduct”.

(x) “ 1994 Plan” means the PMC-Sierra, Inc. 1994 Incentive StoleiP
(y) “ Nonstatutory Stock Optidhmeans an Option not intended to qualify as armtize Stock Option.

(z) “ Officer” means a person who is an officer of the Compaitlimthe meaning of Section 16 of the Exchange aal the
rules and regulations promulgated thereunder.

(aa) “Option” means a stock option granted pursuant to Se&iofithe Plan.

(bb) “ Optionee” means an Employee, Consultant or Director whaain outstanding Option.

(cc) “ Outside Director’ shall mean a Director who is not an Employeehef Company.

(dd) “ Parent” means a “parent corporation,” whether now or héter existing, as defined in Section 424(e) ofClugle.
(ee) “Participant” means any person who is granted an Award undePtan.

(ff) “ Plan” means this 2008 Equity Plan.

(g9) “ Predecessor Plarismeans the 1994 Plan and the 2001 Plan.

(hh) “ Restricted Stock Unftmeans a bookkeeping entry representing an amexqurl| to the Fair Market Value of one Share,
granted pursuant to Section 11 of the Plan. EadgtriRied Stock Unit represents an unfunded andaumnsed obligation of the Company.

(i) “ Rule 16b-3 means Rule 16b-3 of the Exchange Act or any ssgmeto Rule 16b-3, as in effect when discretidoeing
exercised with respect to the Plan.
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(D “ Share” means a share of the Common Stock, as adjustadcordance with Section 15 of the Plan.

(kk) “ Stock Appreciation Riglitmeans a stock appreciation right granted purst@8ection 12 of the Plan.

(I “ Stock Award means a stock award granted pursuant to Sec@af the Plan.

(mm) “ Subsidiary’ means a “subsidiary corporation”, whether novihereafter existing, as defined in Section 424(fthef Code.
(nn) “ 2001 Plan” means the PMC-Sierra, Inc. 2001 Stock Option Plan

3. Awards. The following types of Awards may be granted urttie Plan: (i) Options; (ii) Stock AppreciationdRts; (iii) Stock
Awards; (iv) Restricted Stock Units; and (v) DiviceEquivalent Rights.

4. Stock Subject to the PlaThe stock issuable under the Plan shall be Shiaa¢sre authorized but unissued or reacquiredeSha
including Shares repurchased by the Company ioplea market. Subject to the provisions of Sectdwflthe Plan, up to 30,000,000 shares
of our common stock may be issued under the Plach Share reserve shall be comprised of (i) udl{665,825 Shares available for issuance
under the Predecessor Plans (excluding Sharescstibjeutstanding awards under such plans) asedEffective Date plus (ii) an additional
8,334,175 shares approved on March 11, 2008 bgdmepensation Committee under authority of the BoArny Shares issued upon the
exercise of Options or Stock Appreciation Rightalsteduce the share reserve by one share for Steaye so issued. Any Shares issued
pursuant to Stock Awards or Restricted Stock Uloitsash consideration per Share or unit less 1% of Fair Market Value per Share on
the Award date shall reduce the share reservetbgtiares for every one Share subject thereto. EmedRall serve as the successor to the
Predecessor Plans, and no further awards shalbbe omder the Predecessor Plans on or after thetizff Date. However, awards
outstanding under the Predecessor Plans on thetizéfddate shall continue in full force and effecticcordance with their terms, and no
provision of this Plan shall be deemed to affeaitberwise modify the rights or obligations of th@lders of those awards with respect to t
acquisition of Shares thereunder. To the extentogipns or restricted stock units outstanding urtde Predecessor Plans on the Effective
Date subsequently expire or terminate unexercis@dthout the issuance of Shares thereunder, thabeu of Shares subject to those expired
or terminated awards shall be added to the shasswe under this Plan and shall accordingly belaiai for issuance hereunder, up to a
maximum of an additional 15,000,000 Shares.

Shares subject to outstanding Awards under the $talh be available for subsequent issuance uhéePlan to the extent those Awards
expire or terminate for any reason prior to theasee of the Shares subject to those Awards. Uad&ares issued under the Plan and
subsequently forfeited or repurchased by the Competra price per share not greater than the @igsue price paid per share, shall be
added back to the number of Shares reserved foarise under the Plan and shall accordingly beaailfor subsequent reissuance. To the
extent that a Share that was subject to an Awatctbunted as 1.6 Shares against the Plan reseadeléd back into the Plan upon
termination or expiration of the Award or repurahas forfeiture of the Shares, the Plan shall leglited with 1.6 Shares. Should the exercise
price of an Option be paid with Shares, then thbaired reserve of Shares under the Plan sha#deced by the gross number of Shares for
which the Option is exercised. Upon the exercisanyf Stock Appreciation Right, the share reserad §ie reduced by the gross number of
Shares for which the Stock Appreciation Right isreised. If Shares otherwise issuable under the &k withheld by the Company in
satisfaction of the withholding taxes incurred annection with the issuance, vesting or exercisenoAward or the issuance of Shares
thereunder, then the number of Shares availablisgaance under the Plan shall be reduced on 8ig bfthe net number of shares issuable,
vesting or exercised under such Award.

5. Administration of the Plan

(a) Administrator. The Plan shall be administered by the Compens&mmmittee. However, the Board or the Compensation
Committee may appoint any other Committee to adstenithe Plan with respect to persons eligibleattigipate in those programs other than
Officers and Outside Directors.
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(b) Powers of the AdministratorSubject to the provisions of the Plan, and indhge of a Committee, subject to the specific dutie
delegated by the Board or the Compensation Conmertitsuch Committee, the Administrator shall hdneeduthority, in its discretion:

(i) to select the Consultants, Directors and Emgésyto whom Awards may be granted hereunder;
(i) to determine whether and to what extent Awaads granted hereunder;

(iii) to determine the number of Shares to be ceddry Awards granted hereunder;

(iv) to approve forms of agreement for use underRfan;

(v) to determine the terms and conditions, not inststent with the terms of the Plan, of any Awaranged hereunder. Such
terms and conditions include, but are not limitedthe purchase price (if any), the time or timéewAwards may be exercised or vest, any
vesting acceleration or waiver of forfeiture regtdn, the status of an Option as an Incentive IS@gtion or Nonstatutory Stock Option, the
term of the Award, the form in which the Award dstie settled, and any restriction or limitationaeting any Award or the Shares relating
thereto, based in each case on such factors @lthaistrator, in its sole discretion, shall detére

(vi) to construe and interpret the terms of thenRlad Awards granted pursuant to the Plan;

(vii) to prescribe, amend and rescind rules andlegipns relating to the Plan, including rules aagulations relating to
subplans established for the purpose of qualifyingpi@ferred tax treatment under foreign tax lawsaomply with other applicable forei
laws;

(viii) to modify or amend each Award (subject tacen 19(c) of the Plan);

(ix) to authorize any person to execute on behalfi®@ Company any instrument required to effectgtent of an Award
previously granted by the Administrator; and

(x) to make all other determinations deemed necgssaadvisable for administering the Plan.
(c) Effect of Administrator’s DecisionThe Administrator’s decisions, determinations amdrpretations shall be final and binding
on all persons having an interest in the Plan arahy Awards granted hereunder.

6. Eligibility . Awards may be granted to Employees, Directors@omksultants. Incentive Stock Options may be grhotdy to
Employees. If otherwise eligible, a Participant wias been granted an Award may be granted addi#anards.
7. Individual Limitations. The following limitations shall apply to Awards Participants:

(i) No Participant shall be granted, in any fisgahr of the Company, Awards for more than 3,500 808res in the
aggregate; provided, however, that the aggregatdauof Shares for which Awards may be grantediénfiscal year in which the Participe
is initially hired shall be 5,000,000 Shares.

(il) The foregoing limitation shall be adjusted postionately in connection with any change in th@epanys capitalizatio
as described in Section 15(a).

8. Term of Plan The Plan shall continue in effect until Februér®018, unless terminated earlier under Sectioof 1Be Plan.

9. Options.

(a) Term. The term of each Option shall be stated in tha®iWAgreement; provided, however, that the terntl sted exceed
ten (10) years from the date of grant. Moreoveth&case of an Incentive Stock Option grantecht®ptionee who, at the time the Incentive
Stock Option is granted, owns stock representingertitan
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ten percent (10%) of the voting power of all classestock of the Company or any Parent or Subsidihe term of the Incentive Stock
Option shall be five (5) years from the date ofngiar such shorter term as may be provided in tharl Agreement.

(b) Option Exercise Price and Consideration

(i) Exercise Price The per share exercise price for the Shares issied pursuant to exercise of an Option shall be
determined by the Administrator, subject to théofelng:

(1) The per Share exercise price shall be no kess 100% of the Fair Market Value per Share orddte of grant.

(2) In the case of an Incentive Stock Option grdiitean Employee who, at the time the IncentivelS@ption is
granted, owns stock representing more than terepe(t0%) of the voting power of all classes otktof the Company or any Parent or
Subsidiary, the per Share exercise price shallbbess than 110% of the Fair Market Value per Sbarthe date of grant.

(i) Waiting Period and Exercise Dateét the time an Option is granted, the Adminisiraghall fix the period within
which the Option may be exercised and shall detegrany conditions which must be satisfied befoeeQiption may be exercised. In so
doing, the Administrator may specify that an Optioay not be exercised until the completion of aiserperiod or attainment of specified
performance goals. The Plan Administrator may a&cest the exercisability of an Option at any tirmedny reason.

(iii) Form of Consideration The Administrator shall determine the acceptédm of consideration for exercising an
Option, including the method of payment. Such adesition may consist entirely of:

(1) cash;
(2) check;

(3) other Shares which (A) meet the requiremendgscamditions established by the Administrator idesrto avoid
any unfavorable financial accounting consequenaesi¢termined by the Administrator) and (B) ha¥am Market Value on the date of
exercise equal to the aggregate exercise prideecShares as to which said Option will be exergised

(4) delivery of a properly executed exercise notoggether with such other documentation as the Adtrator shall
require to a brokerage firm (reasonably satisfgctoithe Company for purposes of administeringetkercise) to effect an exercise of the
Option and deliver to the Company the sale procesmisired to pay the exercise price;

(5) any combination of the foregoing methods ofrpawt; or

(6) such other consideration and method of payrwerihe issuance of Shares to the extent permiityefipplicable
Laws.

(c) Procedure for Exercise; Rights as a Stockhold&ny Option granted hereunder shall be exercisabd®rding to the terms of
the Plan and at such times and under such consliisletermined by the Administrator and set forthe Award Agreement.

An Option may not be exercised for a fraction &reare.

An Option shall be deemed exercised when the Coynpeneives: (i) written notice of exercise (in atamce with the Award
Agreement) from the person entitled to exerciseQp&on, and (ii) except to the extent the exerpisee is to be paid from sales proceeds
under Section 9(b)(iii)(4) above, full payment tbe Shares with respect to which the Option is@sed. Full payment may consist of any
consideration and method of payment authorizedhbyXdministrator and permitted by the Award Agreatrand the Plan. The holder of an
Option shall have no stockholder rights with respedhe Shares subject to the Option until suaisgeshall have exercised the Option, paid
the exercise price and become a holder of recotideopurchased Shares.

61



(d) Each Option shall be designated in the Awarde&gent as either an Incentive Stock Option or ashitutory Stock Option.
However, notwithstanding such designations, toetktent that the aggregate Fair Market Value of &haubject to an Optionee’s incentive
stock options granted by the Company, any Pare8tibsidiary, which become exercisable for the firse during any calendar year (under
all plans of the Company or any Parent or Subsijliexceeds $100,000, such excess Options shakkatetl as Nonstatutory Stock Options.
For purposes of this Section 9(d), Incentive Stdpgkions shall be taken into account in the ordewhiich they were granted (except to the
extent otherwise provided under applicable laweguiation), and the Fair Market Value of the Shatesl be determined as of the time of
grant.

(e) Termination of Employment, Consulting or Directa®ionship. The following provisions shall govern the exeecis any
Options outstanding at the time of terminationhe Optionee’s Continuous Status as an Employeesulant or Director or death:

(i) Upon termination of an Optionee’s Continuouat8s as an Employee, Consultant or Director, dtier upon the
Optionee’s death or Disability or by reason of Misduct, the Optionee may exercise his or her Optitinin the period specified in the
Award Agreement (but in no event later than theiration of the term of such Option as set forttthia Award Agreement). In the absence of
a specified time in the Award Agreement, the Op8ball remain exercisable for 90 days following @ytionee’s termination of Continuous
Status as an Employee, Consultant or Directohdéncase of an Incentive Stock Option, such perfdir@ shall not exceed three (3) months
from the date of termination. If, at the date ofrtmation, the Optionee is not entitled to exerdiseor her entire Option, the Shares covered
by the unexercisable portion of the Option shalkreto the Plan. If, after termination, the Opgerdoes not exercise his or her Option within
the time specified by the Administrator, the Optgirall terminate, and the Shares covered by sudiofOghall revert to the Plan.

(i) In the event that an Optionee’s Continuoudi&tas an Employee, Consultant or Director terremas a result of the
Optionees Disability, the Optionee may exercise his or@ption at any time within twelve (12) months fronetdate of such termination t
only to the extent that the Optionee was entittedxercise it at the date of such termination {fouto event later than the expiration of the
term of such Option as set forth in the Award Agneat). If, at the date of termination, the Optiorerot entitled to exercise his or her entire
Option, the Shares covered by the unexercisablkiopasf the Option shall revert to the Plan. Iteaftermination, the Optionee does not
exercise his or her Option within the time spedifierein, the Option shall terminate, and the Sheosered by such Option shall revert to
Plan.

(iii) In the event of the death of an Optionee, @@ion may be exercised at any time within twell/2) months following
the date of death (but in no event later than gpération of the term of such Option as set forthhe Award Agreement), by the Optionee’s
estate or by a person who acquired the right tocéseethe Option by bequest or inheritance or &desed beneficiary (if any), but only to 1
extent that the Optionee was entitled to exerd¢isedption at the date of death. If, at the timdedth, the Optionee was not entitled to
exercise his or her entire Option, the Shares @by the unexercisable portion of the Option sinathediately revert to the Plan. If, after
death, the Optionee’s estate or a person who aatjthe right to exercise the Option by bequeshlogiitance does not exercise the Option
within the time specified herein, the Option shiatiminate, and the Shares covered by such Optalhrstvert to the Plan.

(iv) The Administrator shall have complete disaratiexercisable either at the time an Option isgg@ or at any time
while the Option remains outstanding, to:

a) extend the period of time for which the Optisria remain exercisable following termination of tBptionee’s
Continuous Status as an Employee, Consultant @ckir from the limited exercise period otherwiseffect for that Option to such greater
period of time as the Administrator shall deem appiate, but in no event beyond the expiratiorhef ©ption term, and/or
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b) include an automatic extension provision whertttgyspecified postervice exercise period in effect for any Op
shall automatically be extended by an additionailogleof time equal in duration to any interval vitththe specified post-service exercise
period during which the exercise of that Optiorih@ immediate sale of the Shares acquired undér@ption could not be effected in
compliance with applicable federal and state séesriaws, but in no event shall such an extenssnlt in the continuation of such Option
beyond the expiration date of the term of that @pti

(f) Misconduct Should the Optionee’s Continuous Status as andme, Consultant or Director be terminated for ddisduct or
should the Optionee otherwise engage in Misconade holding one or more outstanding Options, takof those Options shall terminate
immediately and cease to be outstanding.

10. Stock Awards

(a) Grant. Shares may be directly issued as Stockrds at any time and from time to time as deteeahiny the Administrator.
After the Administrator determines that it will gtaStock Awards under the Plan, it shall adviseRhgicipant in writing, by means of an
Award Agreement, of the terms, conditions and westichedule (if any) related to the grant, inclgdime number of Shares subject to the
Award and the price (if any) to be paid.

(b) Issue Price and Form of Consideratioifhe issue price per Share shall be fixed by ttmifistrator, but shall not be less than
one hundred percent (100%) of the Fair Market ValeleShare on the Award date. Shares may be isswst the Stock Award Program for
any of the following items of consideration whittetAdministrator may deem appropriate in each iddiai instance:

(i) cash or check,
(i) past services rendered to the Company (orRemgnt or Subsidiary); or
(iii) any other valid consideration Applicable Laws

(c) Vesting. Shares subject to a Stock Award may, in the digar of the Administrator, be fully and immedistekested upon
issuance as a bonus for service rendered or maynvese or more installments over the Participapgriod of service or upon the attainment
of specified performance objectives.

(d) Forfeiture. Should the Participant cease to remain in ContisluStatus as an Employee, Consultant or Diredtilevolding
one or more unvested Shares issued under a StoakdAw should the performance objectives not leeretl with respect to one or more s
unvested Shares, then those Shares shall be imelgdiarrendered to the Company for cancellation, the Participant shall have no further
stockholder rights with respect to those Sharegh&aextent the surrendered Shares were previ@slgd to the Participant for consideration
paid in cash or cash equivalent, the Company sijdly to the Participant the lower of (i) the cashsideration paid for the surrendered
Shares or (ii) the Fair Market Value of those Shatethe time of cancellation. The Administratoynraits discretion waive the surrender :
cancellation of one or more unvested Shares whimldvotherwise occur upon the cessation of theiddaaint's Continuous Status as an
Employee, Consultant or Director or the non-attantof the performance objectives applicable ta¢h8hares. Any such waiver shall result
in the immediate vesting of the Participant’s iattrin the Shares as to which the waiver appliesh Svaiver may be effected at any time,
whether before or after the Participant’s cessatfo@ontinuous Status as an Employee, Consultabirector or the attainment or non-
attainment of the applicable performance objectives

(e) Other Provisions The Award Agreement shall contain such other sefpnovisions and conditions not inconsistent it
Plan as may be determined by the Administratotsisale discretion.

(f) Rights as a StockholdeiThe Participant shall have full stockholder righiith respect to any Shares issued to the Paatitip
under a Stock Award, whether or not the Particifsinterest in those Shares is vested. AccordinlgeyParticipant shall have the right to v
such shares and to receive any dividends paid cm Shares, subject to any applicable vesting remeénts.
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11. Restricted Stock Units

(a) Grant. Restricted Stock Units may be granted at any imgtfrom time to time as determined by the Adntiatsr. After the
Administrator determines that it will grant Resteid Stock Units under the Plan, it shall adviseRhgicipant in an Award Agreement
the terms, conditions, and restrictions relatethéogrant, including the number of Restricted Stdoits.

(b) Vesting Criteria and Other Termshe Administrator shall set vesting criteriatmdiscretion, which, depending on the extent
to which the criteria are met, will determine thember of Restricted Stock Units that will be paid to the Participant. The
Administrator may set vesting criteria based upmectied service requirements and/or the achievemwifespecified performance goals,
or any other basis determined by the Administratats discretion.

(c) Earning Restricted Stock UnitdJpon meeting the applicable vesting criteria, Rlagticipant shall be entitled to receive a pa
as determined by the Administrator. Notwithstandimg foregoing, at any time after the grant of Ret&td Stock Units, the
Administrator, in its sole discretion, may reducevaive any vesting criteria that must be met teiee a payout.

(d) Form and Timing of PaymenPayment of earned Restricted Stock Units shathhde as soon as practicable after the date(s)
determined by the Administrator, including expioatiof a designated time period following vestingh# units or following termination
of the Participant’s service and set forth in theatd Agreement. The Administrator, in its sole dision, may only settle earned
Restricted Stock Units in cash, Shares, or a coatioim of both.

(e) Termination. Outstanding Restricted Stock Units shall autooadlyi terminate, and no Shares or cash shall dgtbalpaid in
satisfaction of those Awards, if the performancalg®r service requirements established for thogards are not attained or satisfied.

(f) Stockholder RightsThe Participant shall not have any stockholdgiits with respect to any Restricted Stock Units! timet
Award vests and Shares are actually issued theeeund

12. Stock Appreciation Rights

(a) Grant. The Administrator may grant Stock AppreciatiomiRs from time to time separately or in tandem \aitly Option.
After the Administrator determines that it will gtaStock Appreciation Rights under the Plan, itlishdvise the Participant in an Award
Agreement of the terms and conditions related g¢ogitant.

(b) Number of Shares, Term and Base Prig&e Administrator shall establish the number lodi®s, the term and the base pric
the Stock Appreciation Right at the time the StAglpreciation Right is granted. The term of a Stégpreciation Right shall not
exceed ten years from the date of grant. The base @f a Stock Appreciation Right shall not besléisan the Fair Market Value of a
Share on the date of grant of the Stock ApprecidRamht.

(c) Exercisability. Stock Appreciation Rights shall become exercisa@blaccordance with such terms and conditionsasha
determined by the Administrator and specified i tward Agreement. The Administrator may accelettageexercisability of any or ¢
outstanding Stock Appreciation Rights at any tilmeany reason. A tandem Stock Appreciation Righatldie exercisable only during
the period when the Option to which it is relatedliso exercisable.

(d) Termination of Employment or Servic€he provisions governing the exercise of Stockrpiation Rights following the
cessation of the Participant’s Continuous StatuenaSmployee, Consultant or Director shall be sardislly the same as those set forth
in Section 8 for the Options granted under the Plan
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(e) Exercise of Stock Appreciation Rightdpon exercise of a Stock Appreciation Right, hbéder shall be entitled to receive a
distribution from the Company in an amount equah®excess of (i) the aggregate Fair Market Vétuethe exercise date) of the Shares
underlying the exercised right over (ii) the aggtegoase price in effect for those Shares. Thelulision with respect to an exercised Stock
Appreciation Right may be made in (i) Shares valaieBair Market Value on the exercise date, (i§hcar (iii) a combination of cash and
Shares, as specified in the applicable Award Agexgm

(f) Stockholder RightsThe holder of a Stock Appreciation Right shaléao stockholder rights with respect to the Shatigect
to the right unless and until such person shaletexercised the Stock Appreciation Right and becarnelder of record of the Shares issued
upon the exercise of such Stock Appreciation Right.

13.Dividend Equivalent Rights

(a) Grant. The Administrator may grant Dividend EquivalengiRs as stand-alone awards or in tandem with cilneards made
under the Plan. After the Administrator determities it will grant Dividend Equivalent Rights undée Plan, it shall advise the Participar
an Award Agreement of the terms and conditiongedl#o the grant.

(b) Term. The term of each Dividend Equivalent Right shallestablished by the Administrator at the timgraht, but no such
Award shall have a term in excess of ten (10) years

(c) Payment Each Dividend Equivalent shall represent thetriglreceive the economic equivalent of each divitler
distribution, whether in cash, securities or ofv@perty (other than Shares), which is made peessind outstanding Share during the term
the Dividend Equivalent Right remains outstandii@pecial account on the books of the Company $leathaintained for each Participan
whom a Dividend Equivalent Right is granted, arat #rccount shall be credited per Dividend EquiviaiRight with each such dividend or
distribution made per issued and outstanding Stharieg the term of that Dividend Equivalent Rigatrmains outstanding. Payment of the
amounts credited to such book account may be nwathe tParticipant either concurrently with the atdividend or distribution made per
issued and outstanding Share or may be deferrealgeriod specified by the Administrator at thedtithe Dividend Equivalent Right is made
or selected by the Participant in accordance wighréquirements of Code Section 409A.

(d) Form of PaymentPayment may be paid in (i) cash, (ii) Sharesidra(combination of cash and Shares the Admiatsir shall
determine. If payment is to be made in the forrCommon Stock, the number of Shares into which &t dividend or distribution amounts
are to be converted for purposes of the Participdnmok account may be based on the Fair Marketi&/per Share on the date of conversion,
a prior date or an average of the Fair Market VakeleShare over a designated period, as the Admaitos shall determine in its sole
discretion.

14. Transferability of Awards An Award may not be sold, pledged, assigned, thgmated, transferred, or disposed of in any manner
other than by will or by the laws of descent otritisition. However, the Administrator may structargy Award (other than an Incentive
Stock Option) so that the Award may be assignedhale or in part during the Participant’s lifetiteeone or more Family Members of the
Participant or to a trust established exclusivelytfie Participant and/or such Family Membersh#odxtent such assignment is in connection
with the Participant’s estate plan or pursuant domestic relations order. The Administrator magpglermit a Participant to designate one or
more persons as the beneficiary or beneficiaridsbr her outstanding Awards and those Award#,shaccordance with such designation,
automatically be transferred to such beneficiarpanmeficiaries upon the Participant’s death whdklimg those Awards.

15. Adjustments Upon Changes in Capitalization, Dissofuor Change of Contral

(a) Changes in CapitalizationIn the event of any increase or decrease in tingber of issued Shares resulting from a stock, split
reverse stock split, stock dividend, combinatiomemiassification of the Shares, or any other iaseeor decrease in the number of issued
Shares effected without receipt of consideration by
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the Company, then equitable adjustments shall lkerbg the Administrator to (i) the maximum numbed/ar class of securities issuable
under the Plan, (ii) the maximum number and/orscte#fssecurities by which the Share reserve undePtan may increase by reason of the
expiration or termination of unexercised Optionsion-issuance of Shares under Restricted Stocls Unider the Predecessor Plans, (iii) the
maximum number and/or class of securities for wiaisi one person may be granted Awards under thegelafiscal year, (iv) the number
and/or class of securities and the exercise, paechabase price per share in effect under eadtamating Award and (v) the number and/or
class of securities subject to cancellation underRlan and the price (if any) payable per cangellareprovided, however, that conversion
of any convertible securities of the Company shatlbe deemed to have been “effected without récéiponsideration.” Such adjustment
shall be made by the Board in such manner as mdegpropriate and such adjustments shall be firadjng and conclusive. Except as
expressly provided herein, no issuance by the Cagnpfishares of stock of any class, or securit@s/ertible into shares of stock of any
class, shall affect, and no adjustment by reaseretf shall be made with respect to any outstandimgrds.

(b) Dissolution or Liquidation In the event of the proposed dissolution or liigtion of the Company, to the extent that an Award
is outstanding, such Award will terminate immediafarior to the consummation of such proposed actind any unvested Shares shall be
forfeited. The Board may, in the exercise of itiestiscretion in such instances, declare that aoiyo@ or Stock Appreciation Right shall
terminate as of a date fixed by the Board and ga&h Participant the right to exercise his or hgtidd or Stock Appreciation Right as to all
or any part of the Shares subject to such Awaduding Shares as to which the Option or Stock &pjation Right would not otherwise be
exercisable and to accelerate the vesting of angkSAward, Restricted Stock Unit or Dividend Equess Right.

(c) Change of Control In the event of a Change of Control, each outhtanAward will be treated as the Administrator
determines, including, without limitation, that Bamutstanding Award shall be assumed or an equival®ard shall be substituted by the
successor corporation or a Parent or Subsidiatiyeo$uccessor corporation. The Administrator ghatibe required to treat Awards similarly
in the transaction. With respect to the assumpiiosubstitution of Awards granted to Outside Dioest if following such assumption or
substitution the Participant’s status as a Direotax director of the successor corporation, afiGgipe, is terminated other than by voluntary
resignation by the Participant, then the Partidijguall fully vest in and have the right to exeeciBe Awards as to all of the Shares subject to
the Awards, including Shares as to which it woutl atherwise be vested or exercisable. The Adnmatist may, in lieu of such assumption
or substitution, provide (i) for the Participantitave the right to exercise the Option or Stock répjation Right as to all or a portion of the
Shares subject thereto, including Shares as tohwhigould not otherwise be exercisable, and (igttall Restricted Stock Units, Stock
Awards and Dividend Equivalent Rights shall vestaaall or a portion of the Shares subject theritihe Administrator makes an Option or
Stock Appreciation Right exercisable in lieu ofasption or substitution in the event of a Chang€ontrol, the Administrator shall notify
the Participant that the Option or Stock AppreciatRight shall be fully exercisable for a periodifiten (15) days from the date of such
notice, and the Option or Stock Appreciation Rigfit terminate upon the expiration of such period.

For the purposes of this Section, an Award shalldresidered assumed if, following the Change ofttnthe Award confers the right
to receive, for each Share subject to the Awardehately prior to the Change of Control, the coasition (whether stock, cash, or other
securities or property) received in the Changeait®l| by holders of Common Stock for each Shatd te the effective date of the
transaction (and if holders were offered a choifceomsideration, the type of consideration chosgthke holders of a majority of the
outstanding Shares); provided, however, that ihstensideration received in the Change of Consralat solely common stock of the
successor corporation or its Parent, the Admirtistnaay, with the consent of the successor corfmraprovide for the consideration to be
received under an Award, for each Share subjettietdward, to be solely common stock of the suamessrporation or its Parent equal in
fair market value to the per share consideratiopived by holders of Common Stock in the Changgéaftrol.
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16. Prohibition on Repricing ProgramsThe Administrator shall not (i) implement any caltation/regrant program pursuant to which
outstanding Options or Stock Appreciation Rightdemthe Plan are cancelled and new Options or Stpgkeciation Rights are granted in
replacement with a lower exercise or base pricespare, (ii) cancel outstanding Options or Stockigiation Rights under the Plan with
exercise or base prices per share in excess tfi¢hnecurrent Fair Market Value per share of Comi@tmtk for consideration payable in
equity securities of the Company, including shafeSommon Stock underlying Restricted Stock Unitgiig) otherwise directly reduce the
exercise or base price in effect for outstandingi@s or Stock Appreciation Rights under the Plan.

17.Tax Withholding

(a) Withholding RequirementsPrior to the delivery of any Shares or cash pamsto an Award (or exercise or vesting thereb®
Company will have the power and the right to deduatithhold, or require a Participant to remith@ Company, an amount sufficient to
satisfy federal, state, local, foreign or othertm®r payments (including the Participant’s FICAigation) required to be withheld with
respect to such Award.

(b) Withholding ArrangementsThe Administrator, in its sole discretion andguant to such procedures as it may specify from
time to time, may permit a Participant to satisfigls tax withholding obligation, in whole or in pé (without limitation) (a) paying cash,
(b) electing to have the Company withhold othervaisverable cash or Shares having a Fair Markéiéd/aqual to the minimum statutory
amount required to be withheld, or (c) deliveringlie Company already-owned Shares having a Faikéfl&alue equal to the minimum
statutory amount required to be withheld. The RFarket Value of the Shares to be withheld or deédewill be determined as of the date
the taxes are required to be withheld.

18. Date of Grant The date of grant of an Award shall be, for aifgpses, the date on which the Administrator méthegletermination
granting such Award, or such other later date agisrmined by the Administrator. Notice of theedatination shall be provided to each
Participant within a reasonable time after the dédtguch grant.

19. Amendment and Termination of the Plan
(a) Amendment and TerminatioThe Board may at any time amend, alter, suspetetiminate the Plan.

(b) Stockholder ApprovalThe Company shall obtain stockholder approvalgf Plan amendment to the extent necessary and
desirable to comply with Applicable Laws.

(c) Effect of Amendment or TerminatioNo amendment, alteration, suspension or ternunaif the Plan shall impair the rights of
any Participant, unless mutually agreed otherwiterben the Participant and the Administrator, wliigheement must be in writing and
signed by the Participant and the Company. Ternanatf the Plan will not affect the Administraterability to exercise the powers grante:
it hereunder with respect to Awards granted unldemlan prior to the date of such termination.

20.Conditions Upon Issuance of Shareshares shall not be issued pursuant to the eeecofian Option or Stock Appreciation Right or
under a Stock Award or upon vesting of a Restri@txtk Unit unless the exercise of such OptiontoclSAppreciation Right and the
issuance and delivery of such Shares shall comjttyall relevant provisions of law, including, witht limitation, the Securities Act of 1933,
as amended, the Exchange Act, the rules and regndgtromulgated thereunder, Applicable Laws, &redréquirements of any stock
exchange or quotation system upon which the Shaagsthen be listed or quoted, and shall be fursiibject to the approval of counsel for
the Company with respect to such compliance.
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21. Liability of Company.

(a) Inability to Obtain Authority. The inability of the Company to obtain authofitym any regulatory body having jurisdiction,
which authority is deemed by the Company’s couttsbke necessary to the lawful issuance and saeyShares hereunder, shall relieve the
Company of any liability in respect of the failumeissue or sell such Shares as to which suchsiéguaiuthority shall not have been obtained.

(b) Grants Exceeding Allotted Sharels the Shares covered by an Award exceeds, #weadate of grant, the number of Shares
which may be issued under the Plan without addifistockholder approval, such Award shall be voitthwespect to such excess Shares,
unless stockholder approval of an amendment seffityi increasing the number of Shares subjectédian is timely obtained in accordance
with Section 18(b) of the Plan.

22.Reservation of Share§’he Company, during the term of this Plan, wilak times reserve and keep available such numb8hare:
as shall be sufficient to satisfy the requiremerfthe Plan.

23.No Employment/Service Rightsleither the Plan nor any Award shall confer updParticipant any right with respect to continuing
the Participant’s employment or consulting relasioip with the Company, nor shall they interferainy way with the Participant’s right or
the Company’s right to terminate such employmerttamsulting relationship at any time, with or with@ause. Except as otherwise indicated
herein or set forth in the Award Agreement, no Advsinall continue to vest or become exercisablenduainy period of notice of termination
of employment or deemed notice period.
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INSTRUCTIONS FOR VOTING YOUR PROXY

PMC-SIERRA, INC, is offering stockholders of recond three aliemative ways of viting vour proxy:

+ By Telephone {using a touch-tone elephone)
* Through the Internet (using a browser)
« By Mail {traditional method)

Your telephone or Intemet vole suthonzes the named proxies (o vote your shares in the same manner as if you had
returmed your proxy cord. We encourage vou (o use these cost effective and convenient ways of voting. 24 hours a

clay, 7 days a week,

TELEFPHONE

Avalnble unl:.' umbal 5:08 p.m. Eastern tme aom .r\pr.it

0, H08

&« This method of voting s available for residents of
the L15. and Canada

* U & towichidong belephone, call TOLL FREE
1-Bts6-628-BR78, 24 howrs u day, T days o week.

= You will be asked 10 enter ONLY the CONTROL
MUMBER shown below,

* Have your proccy cund ready, then follow the

instructions,
* Your vote will be confirmed amd cast as you direcied.

INTERNET

Available only until 5000 pam,
Eastern time on April 19, 08

* Visit our Intemnet sofing

Websibe ut postuge-pald envelope,
AW, wonlerie o, = [T voul mre voding by
* Enter the CONTROL ielephang or the

* Your will imcur only your ol

MAIL

= Simply murk. sign and
date your proxy cird
and retarn i in the

NUMBER shawn below and Intermet, please dao not
follow the instructions on your makl your prowy card.
sCTECA.

Internet charges,

CONTROL NUMEBER

¥ DETACH BELOW AND RETURN UISING THE ENVELOPE PROVIDED QMLY IF YOU ARE VOTING BY MAIL ¥

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR [ITEMS 1770 3
AND RECOMMENDS A VOTE AGAINST ITEM 4,

[ Flcase mark FOR all WITHHOLD
wobes 2t in momimees. Fisied below
s rxmmple, fencept g% indicmiedy

O O

1T elext divestiors of the Company o sorve for the ensuing year aml il the nesi
annisl meeting or the chection of their suocessom.
Nansiness: Hoberi 1. Balley, Richard E. Belluzeo, James ¥, Diller, Sr., Michael
R, Farise, Jonatban J. Judpe, William H. Korte amid Frank J. Maeshall

T s . o o itk W o fut wrny itels bl ot
e it it af That serminee on the ling abore.

FOR  AGAINST ABSTAIN
. T rntify the appointment of Doloite & Toudbe LLP
= the Campany’s independens sudins fee 2008 0 O (]
fiscal year
. Toappeone the 2008 Equary Plan, o (] O
. Tos worie an & proposal submaiicd by siockboblers &l
praperty presented af the moeting. o O O

Hy evecuting this proay, the undersigned siockhodder granis the proxies, in ihelr
dascrctions, the ability f vole upon seh other business as may properly soms bafore the
weelimg or any adjpurnment thencol.  Tho andersipned heechy nevokes all prosies
previrusly given by the undersigeed o voie o the Al Meting of Stockholders or
any A Ly theenl

This proay. when properly executod . will be vobed i the manner dirscted
hervin by the mndersipned stockholder, I no directisn & made, this proxy
will be vuied for proposals 1, 2 snd 3 ond sgoinsd proposal 4.

Date: 2008

Signatura

Signature
Aote: This Proay shimld be matked, dated s signod by the stoskhoklor
exailly as hivhor mume s printed 28 the lolt asd molumed promptly inthe
encloned envelope, A person signing as an executon, adminastirator, thustoe or
puenfun should so indicate ify bdwher tale, Il & cosporation, pless:
sign in fll corporate neme by )ﬁ:i‘km e anher mnhorisgd offseer. 1 a
mm. e sign in ﬁ'ﬂ“ﬁl‘\lli[" nasng: by gmathaoiiend persan, |1 shares ane
by ferint brments or & communty proporty, all joimt ownons should sign b
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¥ PLEASE DETACH PROXY CARD HERE ¥

THIS PROXY 15 SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
PMC-Sierra, Inc.

ANNUAL MEETING OF STOCKHOLDERS TO BE HELD ON AFRIL 30, 2008

The undersigned Stockholder of PMC-SIEREA, INC, (the "Company™) acknowledges receapt of the Notice of Annuasl Mecting of
Steckholders anid the Proxy Stwementt each dated Mareh 20, 2008, and the undersigned revokes all prior progics and appoints each
of Robert L. Basbey amad Alinka Fluminia, proxies and attorneys-in-fact, each with full power to each of substitution, on behal{ and
i the name of the undersigned 10 represent the undersigned and 1o vote all shares of Common Stock of the Company which the
undersigned would be entitled to vote a1 the Ammal Mecting of Stockholders to be beld at Hilton Santa Clara, 4949 Great America
Parkway, Santa Clara, Colifornie, on Aprl 30, 2008, b %00 0m. local tiowe, and of any adjournment thereof, and mstructs sad
proxies o vole as directed on the reverse side,

This proxy, when properly executed, will be voted in the manner directed herein by the undersigned stockholder, 1T no
direction is made, this proxy will be voted for all of the nominees of director in [tem 1, for lems 2 and 3, and against item
4. Whether or not direction is made, this proxy, when properly executed, will be voted in the discretion of the proxy holders
ppon such other business as may properly come before the Annusl Meeting of Stockholders or any adjournment or
postponement thereof. The proxy holders reserve the right to comulate votes and cast such votes in Favor of the election of
somyg ar all of the applicable director nominees in their sole discretion,

(mponant - To be sigied and diled on reverse sade)

SEE REVERSE SIDE






