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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549
FORM 10-Q
(MARK ONE)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended May 1, 2011
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-34428
Avago Technologies Limited
(Exact Name of Registrant as Specified in Its Charter)

Singapore N/A
(State or Other Jurisdiction of (LLR.S. Employer
Incorporation or Organization) Identification No.)
1 Yishun Avenue 7
Singapore 768923 N/A
(Address of Principal Executive Offices) (Zip Code)

(65) 6755-7888
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YES p NO o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
YESpNOo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller
reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated filer Non-accelerated filer o Smaller reporting company o
accelerated filer 0
b

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YESoNO b
As of June 3, 2011 there were 246,742,106 shares of our ordinary shares, no par value per share, outstanding.

Table of Contents 2



Edgar Filing: Avago Technologies LTD - Form 10-Q

Table of Contents



Edgar Filing: Avago Technologies LTD - Form 10-Q

AVAGO TECHNOLOGIES LIMITED
Quarterly Report on Form 10-Q
For the Quarterly Period Ended May 1, 2011
TABLE OF CONTENTS

Page
PART 1 FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements  Unaudited 3

Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations 20
Item 3. Quantitative and Qualitative Disclosures About Market Risk 28
Item 4. Controls and Procedures 28

PART II _OTHER INFORMATION

Item 1. Legal Proceedings 29
Item 1A. Risk Factors 30

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 47

Item 3. Defaults Upon Senior Securities 47
Item 5. Other Information 47

Item 6. Exhibits 47

SIGNATURES 50
EX-10.2

EX-10.3

EX-10.4

EX-31.1

EX-31.2

EX-32.1

EX-32.2

EX-99.1

EX-101 INSTANCE DOCUMENT

EX-101 SCHEMA DOCUMENT

EX-101 CAL.CULATION LINKBASE DOCUMENT
EX-101 LABELS LINKBASE DOCUMENT

EX-101 PRESENTATION LINKBASE DOCUMENT




Edgar Filing: Avago Technologies LTD - Form 10-Q
Table of Contents
PARTI FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statements Unaudited
AVAGO TECHNOLOGIES LIMITED

CONDENSED CONSOLIDATED BALANCE SHEETS UNAUDITED

(in millions, except share amounts)

ASSETS

Current assets:

Cash and cash equivalents
Trade accounts receivable, net
Inventory

Other current assets

Total current assets

Property, plant and equipment, net
Goodwill

Intangible assets, net

Other long-term assets

Total assets

LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities:

Accounts payable

Employee compensation and benefits
Accrued interest

Capital lease obligations current
Other current liabilities

Current portion of long-term debt

Total current liabilities

Long-term liabilities:

Capital lease obligations non-current

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 11)

Shareholders equity:

Ordinary shares, no par value; 239,888,231 shares and 246,186,797 shares issued

and outstanding on October 31, 2010 and May 1, 2011, respectively
Retained earnings
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October 31,
2010 (1)

$ 561
285

189

52

1,087
281
172
573

44

$ 2,157

$ 198
82
12

41
230

565

652

1,450
59

May 1,
2011

$ 596
289
194

49

1,128
285
177
538

49

$ 2,177

$ 206
62

296

386

1,518
276
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Accumulated other comprehensive loss 4) 3)
Total shareholders equity 1,505 1,791
Total liabilities and shareholders equity $ 2,157 $ 2,177

(1) Amounts as of October 31, 2010 have been derived from audited financial statements as of that date.
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
3
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AVAGO TECHNOLOGIES LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS UNAUDITED
(in millions, except per share data)

Quarter Ended Six Months Ended
May 2, May 1, May 2, May 1,
2010 2011 2010 2011

Net revenue $ 515 $ 560 $ 971 $ 1,110
Cost of products sold:
Cost of products sold 268 271 515 536
Amortization of intangible assets 14 14 29 28
Total cost of products sold 282 285 544 564
Gross margin 233 275 427 546
Research and development 70 76 134 149
Selling, general and administrative 48 55 94 105
Amortization of intangible assets 6 5 11 11
Restructuring charges 1 1 2 1
Total operating expenses 125 137 241 266
Income from operations 108 138 186 280
Interest expense ) (1) (19) 4)
Loss on extinguishment of debt (D) 24) (20)
Other income (expense), net (D 1 2) 1
Income before income taxes 99 137 141 257
Provision for income taxes 9 2 13 3
Net income $ 90 $ 135 $ 128 $ 254
Net income per share:
Basic:
Net income per share $ 0.38 $ 0.55 $ 0.54 $ 1.04
Diluted:
Net income per share $ 0.37 $ 054 $ 0.52 $ 1.01
Weighted average shares :
Basic 238 245 237 245
Diluted 246 252 244 252
Dividends declared and paid per share $ $ 0.08 $ $ 0.15
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The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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AVAGO TECHNOLOGIES LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Amortization of debt issuance costs

Loss on extinguishment of debt

Loss on disposal of property, plant and equipment
Share-based compensation

Tax benefits from share-based compensation
Excess tax benefits from share-based compensation
Changes in assets and liabilities, net of acquisition:
Trade accounts receivable, net

Inventory

Accounts payable

Employee compensation and benefits

Other current assets and current liabilities

Other long-term assets and long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Purchase of property, plant and equipment

Acquisition and investments, net of cash acquired
Proceeds from disposal of property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities:

Debt repayments

Payment on capital lease obligation

Issuance of ordinary shares

Excess tax benefits from share-based compensation
Dividend payments to shareholders

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of period
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UNAUDITED
Six Months Ended
May 2, May 1,
2010 2011
$ 128 $ 254
79 79
1

8 6

1 1

11 16

8
(D ()
(63) 3)
(16) (5)

7 15
4 (20)
(14) 30)
11 (D)
156 318
27) (51
(D )
1

27) (60)
(364) (230)
(D ()

19 44

1 2
(37
(345) (223)
(216) 35
472 561
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Cash and cash equivalents at end of period $ 256 $ 596

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
5
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AVAGO TECHNOLOGIES LIMITED
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. Overview and Basis of Presentation
Overview

Avago Technologies Limited, or the Company , was organized under the laws of the Republic of Singapore in
August 2005. We are the successor to the Semiconductor Products Group, or SPG, of Agilent Technologies, Inc., or
Agilent. On December 1, 2005, we acquired substantially all of the assets of SPG from Agilent for $2.7 billion, or the
SPG Acquisition.

We are a designer, developer and global supplier of analog semiconductor devices with a focus on III-V based
products. We offer products in four primary target markets: wireless communications, wired infrastructure, industrial
and automotive electronics, and consumer and computing peripherals. Applications for our products in these target
markets include cellular phones, consumer appliances, data networking and telecommunications equipment, enterprise
storage and servers, factory automation, displays, optical mice and printers.

References hereinto we , our , us and Avago areto Avago Technologies Limited and its consolidated subsidiarie
unless otherwise specified or the context otherwise requires.

Basis of Presentation

Fiscal Periods. We operate on a 52/53-week fiscal year ending on the Sunday closest to October 31. Our first
quarter of fiscal year 2011 ended on January 30, 2011, the second quarter ended on May 1, 2011, the third quarter will
end on July 31, 2011 and the fourth quarter will end on October 30, 2011.

Information. The unaudited condensed consolidated financial statements include the accounts of Avago and all of
our wholly-owned subsidiaries, and are prepared in accordance with accounting principles generally accepted in the
United States of America, or GAAP. Intercompany transactions and balances have been eliminated in consolidation.

Interim information presented in the unaudited condensed consolidated financial statements has been prepared by
management and, in the opinion of management, includes all adjustments of a normal recurring nature that are
necessary for the fair statement of the financial position, results of operations and cash flows for the periods shown,
and is in accordance with GAAP. These unaudited condensed consolidated financial statements should be read in
conjunction with the consolidated financial statements and related notes for the fiscal year ended October 31, 2010, or
fiscal year 2010, included in Annual Report on Form 10-K filed with the Securities and Exchange Commission, or the
SEC, on December 15, 2010.

The operating results for the quarter and six months ended May 1, 2011 are not necessarily indicative of the results
that may be expected for the year ending October 30, 2011, or fiscal year 2011, or for any other future period. The
balance sheet data as of October 31, 2010 presented is derived from the audited financial statements as of that date.

Use of estimates. The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates, and such differences could affect the results of
operations reported in future periods.

Concentrations of credit risk and significant customers. Our cash, cash equivalents and accounts receivable are
potentially subject to concentration of credit risk. Cash and cash equivalents are placed with financial institutions that
management believes are of high credit quality. Our accounts receivable are derived from revenue earned from
customers located in the U.S. and internationally. Credit risk with respect to accounts receivable is generally
diversified due to the large number of entities comprising our customer base and their dispersion across many
different industries and geographies. We perform ongoing credit evaluations of our customers financial conditions,
and require collateral, such as letters of credit and bank guarantees, in certain circumstances.

We sell our products through our direct sales force and distributors. No customer accounted for 10% or more of our
net accounts receivable balance at October 31, 2010 or May 1, 2011. For both the quarter and six months ended
May 1, 2011, no single customer represented 10% or more of net revenue. One customer represented 10% of net
revenue for both the quarter and six months ended May 2, 2010.

Table of Contents 11
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Concentration of other risks. The semiconductor industry is characterized by rapid technological change,
competitive pricing pressures and cyclical market patterns. Our financial results are affected by a wide variety of
factors, including general economic conditions worldwide, economic conditions specific to the semiconductor
industry, the timely implementation of new manufacturing technologies, the ability to safeguard patents and
intellectual property in a rapidly evolving market and reliance on assembly and test

6
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subcontractors, third-party wafer fabricators and independent distributors. In addition, the semiconductor market has
historically been cyclical and subject to significant economic downturns at various times. We are exposed to the risk
of obsolescence of our inventory depending on the mix of future business.

Net income (loss) per share. Basic net income (loss) per share is computed by dividing net income (loss) the
numerator by the weighted-average number of shares outstanding the denominator during the period, excluding the
dilutive effect of options and other employee plans. Diluted net income (loss) per share gives effect to all potentially
dilutive ordinary share equivalents outstanding during the period.

Diluted net income per share for the quarter and six months ended May 2, 2010 and the quarter and six months
May 1, 2011 excluded the potentially dilutive effect of weighted-average options, restricted share units, or RSUs, and
employee share purchase plan, or ESPP, rights to purchase 4 million, 3 million, 1 million and less than 1 million
ordinary shares, respectively, as their effect was antidilutive.

The following is a reconciliation of the denominators of the basic and diluted net income per share computations
for the periods presented (in millions, except per share data):

Quarter Ended Six Months Ended
May 2, May 1, May 2, May 1,
2010 2011 2010 2011
Net income (Numerator):
Net income $ 90 $ 135 128 254
Shares (Denominator):
Basic weighted average ordinary shares outstanding 238 245 237 245
Add: Incremental shares for:
Dilutive effect of share options 8 7 7 7
Shares used in diluted computation 246 252 244 252
Net income per share:
Basic:
Net income per share $ 038 $ 0.55 $ 054 $ 1.04
Diluted:
Net income per share $ 037 $ 0.54 $ 052 $ 1.01

Warranty. We accrue for the estimated costs of product warranties at the time revenue is recognized. Product
warranty costs are estimated based upon our historical experience and specific identification of the products
requirements, which may fluctuate based on product mix. Additionally, we accrue for warranty costs associated with
unanticipated product quality issues if a loss is probable and can be reasonably estimated.

The following table summarizes the changes in our warranty accrual (in millions):

Balance as of November 1, 2009 included in other current liabilities $
Charged to cost of products sold 11
Utilized

Balance as of May 2, 2010 included in other current liabilities $ 18

Table of Contents 13
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Balance as of October 31, 2010 included in other current liabilities $ 17
Adjustment to estimate released to cost of products sold @)
Utilized 2)
Balance as of May 1, 2011 included in other current liabilities $ 11

During the first six months of fiscal year 2010, we recorded a warranty-related charge of $11 million based on one
specific quality issue impacting multiple customers. See Note 11. Commitments and Contingencies for further details.
7
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Recently Adopted Accounting Guidance

In the first quarter of fiscal year 2011, the guidance issued by the Financial Accounting Standards Board, or FASB,
on the milestone method of revenue recognition became effective. The new guidance recognizes the milestone method
as an acceptable revenue recognition method for substantive milestones in research or development transactions. A
milestone is substantive when the consideration earned from achievement of the milestone is commensurate with
either (a) the vendor s performance to achieve the milestone or (b) the enhancement of the value of the delivered
item(s) as a result of a specific outcome resulting from the vendor s performance to achieve the milestone and the
consideration earned from the achievement of a milestone relates solely to past performance and is reasonable relative
to all of the deliverables and payment terms (including other potential milestone considerations) within the
arrangement. The guidance may be applied retrospectively to all arrangements or prospectively to milestones achieved
after the effective date. The adoption of this guidance did not have a significant impact on our results of operations
and financial position.

In the first quarter of fiscal year 2011, we adopted the FASB s updated guidance that amends the requirements for
evaluating whether a decision maker or service provider has a variable interest to clarify that a quantitative approach
should not be the sole consideration in assessing the criteria. It also clarifies that related parties should be considered
in applying all of the decision maker and service provider criteria. This is in addition to the authoritative guidance the
FASB issued in June 2009 that applies to determining whether an entity is a variable interest entity and requiring an
enterprise to perform an analysis to determine whether the enterprise s variable interest or interests give it a controlling
financial interest in a variable interest entity. This new guidance eliminates the exceptions to consolidating qualifying
special-purpose entities, contains new criteria for determining the primary beneficiary, and increases the frequency of
required reassessments to determine whether a company is the primary beneficiary of a variable interest entity. The
guidance also contains a new requirement that any term, transaction, or arrangement that does not have a substantive
effect on an entity s status as a variable interest entity, a company s power over a variable interest entity, or a company s
obligation to absorb losses or its right to receive benefits of an entity must be disregarded in applying the existing
provisions. The elimination of the qualifying special-purpose entity concept and its consolidation exceptions means
more entities will be subject to consolidation assessments and reassessments. The adoption of this guidance did not
have a significant impact on our results of operations and financial position.

In the first quarter of fiscal year 2011, we adopted the guidance the FASB issued on revenue recognition that
addresses how to determine whether an arrangement involving multiple deliverables contains more than one unit of
accounting and how the arrangement consideration should be allocated among the separate units of accounting. The
guidance may be applied retrospectively or prospectively for new or materially modified arrangements. The adoption
of this guidance did not have a significant impact on our results of operations and financial position.

In the first quarter of fiscal year 2011, we adopted the FASB guidance that modifies the scope of the software
revenue recognition guidance to exclude (a) non-software components of tangible products and (b) software
components of tangible products that are sold, licensed or leased with tangible products when the software
components and non-software components of the tangible product function together to deliver the tangible product s
essential functionality. The guidance may be applied retrospectively or prospectively for new or materially modified
arrangements. The adoption of this new guidance did not have a significant impact on our results of operations and
financial position.

Recent Accounting Guidance Not Yet Adopted

In May 2011, the FASB issued Accounting Standard Update No. 2011-04, Fair Value Measurement (Topic 820):
Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs,
and the International Accounting Standards Board, or IASB, issued International Financial Reporting Standard, or
IFRS, 13, Fair Value Measurement (together, the new guidance). The new guidance amends U.S. GAAP and is a new
standard under IFRS. The new guidance results in a consistent definition of fair value and common requirements for
measurement of and disclosure about fair value between U.S. GAAP and IFRS. While many of the amendments to
U.S. GAAP are not expected to have a significant effect on practice, the new guidance changes some fair value
measurement principles and disclosure requirements. The new guidance will be effective for our second quarter of
fiscal year 2012, with early adoption prohibited. We are currently assessing the impact that this guidance will have on
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our results of operations and financial position.

In January 2010, the FASB issued updated guidance related to fair value measurements and disclosures, which
requires separate disclosures about purchases, sales, issuances, and settlements relating to Level 3 fair value
measurements (see Note 6. Fair Value for further discussion of fair value measurements). This guidance will be
effective for our fiscal year ending October 28, 2012, and its interim periods. Other than requiring additional
disclosures in our financial statements, we believe the adoption of this guidance will not have a significant impact on
our results of operations and financial position.

8
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2. Inventory
Inventory consists of the following (in millions):

October
31, May 1,
2010 2011
Finished goods $ 61 $ 45
Work-in-process 96 112
Raw materials 32 37
Total inventory $ 189 $ 194

3. Acquisition

During the first quarter of fiscal year 2011, we acquired a U.S.-based company engaged in the manufacturing of
integrated circuits for approximately $8 million in cash. The purchase price was allocated to the acquired net assets
based on preliminary estimates of fair values as follows: total assets of $8 million, including intangible assets of
$4 million and goodwill of $5 million. The intangible assets are being amortized over their useful lives ranging from 5
to 15 years. The unaudited condensed consolidated financial statements include the results of operations of the
acquired business commencing as of the acquisition date. Pro forma results of operations for the acquisition have not
been presented because the effects of the acquisition were not material to our prior financial statements.
4. Goodwill and Intangible Assets
Goodwill

The following summarizes the changes in goodwill (in millions):

Balance as of October 31, 2010 $ 172
Goodwill acquired during the period (Note 3. Acquisition ) 5
Balance as of May 1, 2011 $ 177
Intangible Assets

Amortizable purchased intangibles consist of the following (in millions):

Gross
Carrying Accumulated
Net Book

Amount Amortization Value
As of October 31, 2010:
Purchased technology $ 727 $ (290) $ 437
Customer and distributor relationships 254 (120) 134
Other 4 2) 2
Total $ 985 $ 412) $ 573
As of May 1, 2011:
Purchased technology $ 728 $ (318) $ 410
Customer and distributor relationships 257 (131) 126
Other 4 2) 2
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$
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The following table presents the amortization of purchased intangible assets (in millions):

Quarter Ended Six Months Ended
May May
2, May 1, 2, May 1,
2010 2011 2010 2011
Cost of products sold $ 14 $ 14 $ 29 $ 28
Operating expenses 6 5 11 11
Total $ 20 $ 19 $ 40 $ 39

During the quarter ended January 30, 2011, we recorded $4 million in intangible assets with a weighted-average
amortization period of 14 years in conjunction with an acquisition. See Note 3. Acquisition.

Based on the amount of intangible assets subject to amortization at May 1, 2011, the expected amortization
expense for each of the next five fiscal years and thereafter is as follows (in millions):

Fiscal Year Amount
2011 (remainder) $ 39
2012 77
2013 77
2014 77
2015 76
2016 59
Thereafter 133

$ 538

The weighted-average amortization periods remaining by intangible asset category at May 1, 2011 were as follows
(in years):

Amortizable intangible assets:

Purchased technology 8
Customer and distributor relationships 7
Other 23

5. Borrowings
Our borrowings as of October 31, 2010 and May 1, 2011 consist of the following (in millions):

October
31, May 1,
2010 2011
117/3% Senior Subordinated Notes due 2015 $ 230 $
230
Less: Current portion of long-term debt 230
Long-term debt $ $

Debt Repayments
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During the quarter ended January 31, 2010, we redeemed the remaining $318 million aggregate principal amount
of our 10'/3% Senior Notes due December 1, 2013, or senior fixed rate notes, and the remaining $46 million aggregate
principal amount of our Senior Floating Rate Notes due June 1, 2013, or senior floating rate notes. We redeemed the
senior fixed rate notes and senior floating

10
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rate notes at a 5.063% premium of the principal amount and no premium, respectively, plus accrued interest, resulting
in a loss on extinguishment of debt of $24 million, which consisted of a $16 million premium and an $8 million
write-off of debt issuance costs and other related expenses.

During the quarter ended January 30, 2011, we redeemed the remaining $230 million aggregate principal amount
outstanding of our 11 7/8% Senior Subordinated Notes due December 1, 2015, or senior subordinated notes. We
redeemed the senior subordinated notes at a 5.938% premium of the principal amount plus accrued interest, resulting
in a loss on extinguishment of debt of $19 million, which consisted of a $14 million premium and a $5 million
write-off of debt issuance costs and other related expenses.

Revolving Credit Facility

During the quarter ended May 1, 2011, we terminated our existing revolving credit facility. There were no
outstanding loan borrowings under the existing revolving credit facility at the time of termination. This termination
resulted in a loss on extinguishment of debt of $1 million, related to the write-off of debt amortization costs and other
related expenses.

In connection with the termination of our revolving credit facility, on March 31, 2011, Avago Technologies
Finance Pte. Ltd., or, Avago Finance, and certain other subsidiaries of the Company entered into a new credit
agreement with a syndicate of financial institutions. The credit agreement provides for a $200 million unsecured,
revolving credit facility. The credit agreement has a term of four years. The credit agreement includes (i) financial
covenants requiring Avago Finance to maintain a maximum leverage ratio and a minimum interest coverage ratio;

(ii) customary restrictive covenants (subject, in each case, to certain exceptions and amounts) that limit Avago
Finance s ability to, among other things, create liens, merge or consolidate with and into other persons, and sell assets;
(iii) customary events of default, upon the occurrence of which, after any applicable grace period, the lenders will
have the ability to accelerate all outstanding loans thereunder and terminate the commitments; and (iv) customary
representations and warranties. In addition, Avago Finance has the ability, at any time, to increase the aggregate
commitments under the credit agreement from $200 million to $300 million subject to the condition that no default or
event of default shall have occurred and be continuing and other terms and conditions set forth in the credit
agreement, and the receipt of sufficient commitments for such increase from the lenders. Certain subsidiaries of the
Company guarantee the revolving credit facility. The credit agreement also provides for the issuance of letters of
credit of up to $40 million in the aggregate, which reduces the available borrowing capacity under the revolving credit
facility on a dollar for dollar basis. As of May 1, 2011, we had no borrowings outstanding under the new revolving
credit facility and were in compliance with the financial covenants.

6. Fair Value

Fair value is defined as the price that would be received upon sale of an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. A three level hierarchy is applied to
prioritize the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements).

The three levels of the fair value hierarchy under the guidance for fair value measurements are described below:

Level 1 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
reporting entity has the ability to access at the measurement date. Our Level 1 assets include money market funds,
time deposits, bank acceptances and investment funds deferred compensation plan assets. We measure money market
funds and investment funds at quoted market price as they are traded in an active market with sufficient volume and
frequency of transactions. Time deposits are highly liquid with maturities of ninety days or less. Bank acceptances are
highly liquid with maturities of one hundred and eighty days or less. Due to their short-term maturities, we have
determined that the fair value of time deposits and bank acceptances should be their face value.

Level 2 Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly. If the asset or liability has a specified (contractual) term, a Level 2 input must
be observable for substantially the full term of the asset or liability. We did not have any Level 2 asset or liability
activities during the quarter ended May 1, 2011.
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Level 3 Level 3 inputs are unobservable inputs for the asset or liability in which there is little, if any, market
activity for the asset or liability at the measurement date. Level 3 assets and liabilities include cost method
investments, goodwill, amortizable intangible assets, and property, plant and equipment, which are measured at fair
value using a discounted cash flow approach when they are impaired. We did not have any Level 3 asset or liability

activities during the quarter ended May 1, 2011.
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Assets Measured at Fair Value on a Recurring Basis

The table below sets forth by level our financial assets that were accounted for at fair value as of May 1, 2011. The
table does not include cash on hand and also does not include assets that are measured at historical cost or any basis
other than fair value (in millions).

Fair Value
Measurement
as of May 1,
2011 Using
Quoted
Prices
Portion of
Carrying In Active
Value Measured
at Market For
Fair Value as of Identical
May Assets
1, 2011 (Level 1)
Money Market Funds (1) $ 89 $ 89
Time deposits (1) 277 277
Investment Funds Deferred Compensation Plan Assets (2)
Bank acceptances (2) 1 1
Total assets measured at fair value $ 372 $ 372

(1) Included in cash and cash equivalents in our unaudited condensed consolidated balance sheet

(2) Included in other current assets in our unaudited condensed consolidated balance sheet

During the quarter and six months ended May 1, 2011, there were no material transfers between Level 1 and Level
2 fair value instruments.
Assets Measured at Fair Value on a Nonrecurring Basis

There were no nonfinancial assets or liabilities measured at fair value as of May 1, 2011.
Fair Value of Other Financial Instruments

The following table presents the carrying amounts and fair values of financial instruments as of October 31, 2010
and May 1, 2011 (in millions):

October 31, 2010 May 1, 2011
Carrying
Carrying Fair Fair
Value Value Value Value
Fixed rate debt $230 $247 $ $

The fair values of cash and cash equivalents, trade accounts receivable, accounts payable and accrued liabilities, to
the extent the underlying liability will be settled in cash, approximate carrying values because of the short-term nature
of these instruments. The fair value of our long-term debt is based on quoted market rates.

7. Shareholders Equity

We filed a prospectus supplement, dated December 6, 2010, with the SEC relating to sale of 25,000,000 of our
ordinary shares by certain of our shareholders in a registered public offering, or the December Offering. This
transaction closed on December 10, 2010 and 25,000,000 shares were sold to the public at a price of $25.35 per share
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including a $0.35 per share discount to the underwriters. We did not receive any proceeds from the sale of shares sold
in the December Offering other than proceeds from options exercised by a shareholder in connection with the sale of
shares by the shareholder in the December Offering.

We filed a prospectus supplement, dated January 18, 2011, with the SEC relating to sale of 25,000,000 of our
ordinary shares by certain of our shareholders in a registered public offering, or the January Offering. This transaction
closed on January 21, 2011 and 25,000,000 shares were sold to the public at a price per share of $27.75 including a
$0.50 per share discount to the underwriters. We did not receive any proceeds from the sale of shares sold in the
January Offering other than proceeds from options exercised by a shareholder in connection with the sale of shares by
the shareholder in the January Offering.
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We filed a prospectus supplement, dated February 28, 2011, with the SEC relating to sale of 25,000,000 of our
ordinary shares by certain of our shareholders in a registered public offering, or the February Offering. This
transaction closed on March 4, 2011 and 25,000,000 shares were sold to the public at a price per share of $32.50
including a $0.55 per share discount to the underwriters. We did not receive any proceeds from the sale of shares sold
in the February Offering.

Dividends

We paid a cash dividend of $0.08 per share, or $20 million in total in the second fiscal quarter and have paid
aggregate dividends of $37 million during the first six months of fiscal year 2011.

Share-Based Compensation

The following table summarizes share-based compensation expense related to share-based awards granted to
employees, directors, and non-employees for the quarters and six months ended May 2, 2010 and May 1, 2011 (in
millions):

Quarter Ended Six Months Ended
May May
2, May 1, 2, May 1,
2010 2011 2010 2011
Cost of products sold $ 1 $ 1 $ 1 $ 2
Research and development 2 3 3 6
Selling, general and administrative 3 5 7 8
Total share-based compensation expense $ 6 $ 9 $ 11 $ 16

The weighted-average assumptions utilized for our Black-Scholes valuation model for options and ESPP rights
gra