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PART 1

The following discussion should be read in conjunction with the consolidated financial statements and notes thereto
included elsewhere in this Annual Report on Form 10-K. This Annual Report on Form 10-K contains forward-looking
statements within the meaning of the federal securities laws and particularly in Item 1: “Business,” Item 1A:*“Risk
Factors,” Item 3: “Legal Proceedings” and Item 7: “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” of this Annual Report on Form 10-K. These statements are indicated by words or phrases such
as “anticipate,” “expect,” “estimate,” “seek,” “plan,” “believe,” “could,” “intend,” “will,” and similar words or phrases. These
forward-looking statements may include projections of financial information; statements about historical results that
may suggest trends for our business; statements of the plans, strategies, and objectives of management for future
operations; statements of expectation or belief regarding future events (including any acquisitions we may make),
technology developments, our products, product sales, expenses, liquidity, cash flow and growth rates, or
enforceability of our intellectual property rights; and the effects of seasonality on our business. Such statements are
based on current expectations, estimates, forecasts and projections of our or industry performance and macroeconomic
conditions, based on management’s judgment, beliefs, current trends and market conditions, and involve risks and
uncertainties that may cause actual results to differ materially from those contained in the forward-looking statements.
We derive most of our forward-looking statements from our operating budgets and forecasts, which are based upon
many detailed assumptions. While we believe that our assumptions are reasonable, we caution that it is very difficult
to predict the impact of known factors, and it is impossible for us to anticipate all factors that could affect our actual
results. Accordingly, we caution you not to place undue reliance on these statements. Important factors that could
cause actual results to differ materially from our expectations are disclosed under “Risk Factors” in Part I, Item 1A of
this Annual Report on Form 10-K. These factors include global economic conditions and concerns; cyclicality in the
semiconductor industry or in our target markets; quarterly and annual fluctuations in our operating results; customer
concentration and the demands or loss of our significant customers; increased dependence on the volatile, wireless
handset market; our competitive performance and ability to continue achieving design wins with our customers, as
well as the timing of those design wins; market acceptance of the end products into which our products are designed;
our ability to achieve the growth prospects and synergies expected from our acquisitions, including CyOptics; delays,
challenges and expenses associated with integrating acquired companies, including CyOptics, with our existing
businesses; our dependence on contract manufacturing and outsourced supply chain, and our ability to improve our
cost structure through our manufacturing outsourcing program; prolonged disruptions of our or our contract
manufacturers' manufacturing facilities or other significant operations; our dependence on outsourced service
providers for certain key business services and their ability to execute to our requirements; our ability to maintain or
improve gross margin; our ability to maintain tax concessions in certain jurisdictions; our ability to protect our
intellectual property and any associated increases in litigation expenses; dependence on and risks associated with
distributors of our products; any expenses or reputational damage associated with resolving customer product
warranty and indemnification claims; and other events and trends on a national, regional and global scale, including
those of a political, economic, business, competitive and regulatory nature. All of the forward-looking statements in
this Annual Report on Form 10-K are qualified in their entirety by reference to the factors listed above and those
discussed under the heading “Risk Factors” in Part I, Item 1A of this Annual Report on Form 10-K. We caution you that
the foregoing list of important factors may not contain all of the material factors that are important to you. In addition,
in light of these risks and uncertainties, the matters referred to in the forward-looking statements contained in this
Annual Report on Form 10-K may not in fact occur. We undertake no intent or obligation to publicly update or revise
any forward-looking statement, whether as a result of new information, future events or otherwise, except as otherwise
required by law.

References in this Annual Report on Form 10-K to “Avago”, “the Company”, “we”, “our”, or “us” refer to Avago Technologie
Limited and its subsidiaries, on a consolidated basis, unless otherwise indicated or the context otherwise requires. Our
fiscal year ends on the Sunday closest to October 31. We refer to our fiscal years by the calendar year in which they
end. For example, the fiscal year ended November 3, 2013 is referred to as “fiscal year 2013”.

EEINT3 99 ¢ EEINT3
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ITEM 1. BUSINESS

Overview

We are a leading designer, developer and global supplier of a broad range of analog semiconductor devices with a
focus on III-V based products. III-V semiconductor materials have higher electrical conductivity than silicon and thus
tend to have better performance characteristics in radio frequency, or RF, and optoelectronic applications. III-V refers
to elements from the 3rd and 5th groups in the periodic table of chemical elements, and examples of these materials
are gallium arsenide, or GaAs, gallium nitride, or GaN, and indium phosphide, or InP. We differentiate ourselves
through our high performance design and integration capabilities. We serve three primary target markets: wireless
communications, wired infrastructure and industrial & other. Our product portfolio is extensive and includes
thousands of products. Applications for our products in these target markets include smartphones, data networking and
telecommunications equipment, enterprise storage and servers, factory automation and industrial equipment.

We have an over 50-year history of innovation, dating back to our origins within Hewlett-Packard Company. Over the
years, we have assembled a large team of analog design engineers around the world. We maintain design and product
development engineering resources at multiple locations in each of the United States, Asia and Europe, which allows
us to leverage this worldwide engineering expertise. Our history and market position enable us to strategically focus
our research and development resources to address niche opportunities in our target markets. We have also developed
an extensive portfolio of U.S. and foreign patents and other intellectual property, and we leverage our significant
intellectual property portfolio to integrate multiple technologies and create component solutions that target growth
opportunities. We design products that deliver high-performance and provide mission-critical functionality. In
particular, we were among the first to deliver commercial film bulk acoustic resonator, or FBAR, filters which offer
technological advantages over competing filters for smartphones to function more efficiently in today's congested RF
spectrum. FBAR technology has historically maintained a significant market share within code division multiple
access, or CDMA, and 3G/W-CDMA markets. As cellular carriers move to the 4G/long term evolution, or LTE, and
LTE-advanced standards worldwide, we believe these advantages will continue to facilitate rapid adoption of FBAR
technology throughout the mobile phone ecosystems. In optical solutions, we were a pioneer in commercializing
vertical-cavity surface emitting laser, or VCSEL. Our fiber optic products and our VCSEL-based products, including
high bandwidth parallel optic transceivers and modules, have been widely adopted throughout the wired infrastructure
and computing industries. In optoelectronics, we are a market leader in optocoupler and optical encoder solutions.
Original equipment manufacturers, or OEMs, and distributors typically account for the substantial majority of our
sales. We have established strong relationships with leading OEM customers across multiple target markets. Many of
our major customer relationships have been in place multiple years and we have supplied multiple products during
that time period. Our close customer relationships have often been built as a result of years of collaborative product
development which has enabled us to build our intellectual property portfolio and develop critical expertise regarding
our customer’s requirements, including substantial system level knowledge. This collaboration has provided us with
key insights into our customers and has enabled us to be more efficient and productive and to better serve our target
markets and customers. We have a direct sales force focused on supporting large OEMs. We also distribute a
substantial portion of our products through our broad distribution network, and a significant amount of these sales are
to large global electronic components distributors, including Avnet, Inc. and Arrow Electronics, Inc. We also have a
diversified and well-established base of thousands of end customers, located throughout the world, which we serve
through our multi-channel sales and fulfillment system.

We focus on maintaining an efficient global supply chain and a variable, low-cost operating model. Accordingly, we
have outsourced a majority of our manufacturing operations utilizing third-party foundry and assembly and test
capabilities, as well as some of our corporate infrastructure functions. We aim to minimize capital expenditures by
focusing our internal manufacturing capacity on products utilizing our innovative materials and processes to protect
our intellectual property and to develop the technology for manufacturing, while outsourcing standard complementary
metal oxide semiconductor, or CMOS, processes. We also have over 40 years of operating history in Asia, where
approximately 42% of our employees are located and where we produce and source the majority of our products. Our
presence in Asia places us in close proximity to many of our customers’ manufacturing facilities and at the center of
worldwide electronics manufacturing.



Edgar Filing: Avago Technologies LTD - Form 10-K

Markets and Products

We focus on leveraging our design capabilities to develop products for target markets where we believe our
innovation and reputation will allow us to earn attractive margins. In each of our target markets, we have multiple
product families that primarily provide OEMs with component or subsystem products. Our product portfolio ranges
from discrete devices to complex sub-systems that include multiple device types and incorporate firmware for
interfacing between digital systems. In some cases, our products include mechanical hardware that interfaces with
optoelectronic or capacitive sensors. We intend to
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continue expanding our product offerings to address existing and adjacent market opportunities, and plan to target
select niches within large established markets. We target markets that require high quality and the integrated
performance characteristics of our products. For the fiscal year ended November 3, 2013, wireless communications
contributed 48%, wired infrastructure contributed 30% and industrial & other contributed 22% of our net revenue,
respectively.

Wireless Communications. We support the wireless industry with a broad variety of RF semiconductor devices,
including monolithic microwave integrated circuit filters and duplexers using our proprietary FBAR technology, front
end modules that incorporate multiple die into multi-function RF devices, diodes and discrete transistors. Our
expertise in amplifier design, FBAR technology and module integration enables us to offer industry-leading efficiency
in RF transmitter applications. Our proprietary GaAs processes are critical to the production of power amplifier, or
PA, and low noise amplifier products. In addition to RF devices, we provide a variety of optoelectronic sensors for
mobile handset applications.

Wired Infrastructure. In the storage and Ethernet networking markets, we supply transceivers that receive and
transmit information along optical fibers. We provide a range of product bandwidth options for customers, including
options ranging from 125 Megabits per second, or Mbps, Fast Ethernet transmitters and receivers to 168 Gigabits per
second, or Gbps, transceivers. In Ethernet networking, we focus on higher bandwidth applications, principally 10G
and emerging 40G and 100G for data center as well as enterprise customers. In storage, we focus on fiber
channel-based applications including 8G and emerging 16G transceivers. In addition, we supply parallel optic
transceivers with as many as 12 parallel channels for core routing, server, and high performance computing
applications. We also supply optical laser and receiver components to the access, metro and long-haul
telecommunication markets. For enterprise networking and server input/output, or I/O, applications, we supply high
speed serializer/deserializer, or SerDes, products integrated into application specific integrated circuits, or ASICs. Our
ASICs are designed on advanced CMOS process technologies, focused primarily on 28nm and next generation 16nm
processes. In these geometries, we are able to support data transmission rates of up to 32G per second.

Industrial & Other. We provide a broad variety of products for the general industrial and automotive markets. We
offer optical isolators, or optocouplers, which provide electrical insulation and signal isolation for signaling systems
that are susceptible to electrical noise or interference. Optocouplers are used in a diverse set of applications, including
industrial motors, automotive systems including those used in hybrid engines, power generation and distribution
systems, switching power supplies, motion sensors, telecommunications equipment, computers and office equipment,
plasma displays, and military electronics. For industrial motors and robotic motion control, we supply optical
encoders, as well as integrated circuits, or ICs, for the controller and decoder functions. For electronic signs and
signals, we supply LED assemblies that offer high brightness and stable light output over thousands of hours, enabling
us to support traffic signals, large commercial signs and other displays. For industrial networking, we provide faster
optical transceivers using plastic optical fiber that enable quick and interoperable networking and factory automation.
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The table below presents the major product families and major applications in our three primary target markets.
Target Market Major Applications Major Product Families
Wireless Communications * Smartphones * RF power amplifiers
» RF filters
¢ RF front end modules (FEMs)
* Ambient light sensors
* Proximity Sensors
* Base stations * Low noise amplifiers
* Multimarket-wave mixers
* Diodes

* Data communications, storage area
Wired Infrastructure networking, servers, core routing and * Fiber optic transceivers

transport

* Data communications, storage area

networking and servers

¢ Data communications and

telecommunications

* Serializer/deserializer (SerDes) ASICs

* Optical laser and receiver components

» Factory automation, in-car infotainment
and renewable energy systems

* Power isolation, power conversion and
renewable energy systems

* Motor controls and factory automation ~* Motion control encoders and subsystems
* Displays and lighting * LEDs

Industrial & Other Industrial fiber optics

Optocouplers

Research and Development

We are committed to continuous investment in product development, with a focus on rapidly introducing new,
proprietary products. Many of our products have grown out of our own research and development efforts, and have
given us competitive advantages in certain target markets due to performance differentiation. However, from time to
time we also seek to enhance our capabilities through the acquisition of engineers and businesses with complementary
research and development skills. We focus our research and development efforts on the development of innovative,
sustainable and higher value product platforms. We leverage our design capabilities in markets where we believe our
innovation and reputation will allow us to earn attractive margins by developing high value-add products.

We intend to continue to build on our history of innovation and our intellectual property portfolio, design expertise
and system-level knowledge, to create more integrated solutions. We plan to continue investing in product
development, both organically and through acquisition, to drive growth in our business. We also invest in process
development and maintain fabrication capabilities in order to optimize processes for devices that are manufactured
internally. Our field application engineers, or FAEs, and design engineers are located near many of our customers
around the world, enabling us to support our customers in each stage of their product development cycle, from early
stages of production design through volume manufacturing and future growth. By collaborating with our customers,
we have opportunities to develop high value added, customized products for them that leverage our existing
technologies. Research and development expenses were $398 million, $335 million and $317 million for the fiscal
years ended November 3, 2013, October 28, 2012 and October 30, 2011, respectively. We anticipate that we will
continue to make significant research and development expenditures in order to maintain our competitive position
with a continuous flow of innovative and sustainable product platforms. As of November 3, 2013, we had
approximately 1,400 employees dedicated to research and development at multiple locations around the world.
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Customers, Sales, Marketing and Distribution

Historically, a relatively small number of customers account for a significant portion of our net revenue. Sales to
distributors accounted for 28% of our net revenue for fiscal year 2013. In fiscal year 2013, direct sales to Foxconn
Technology Group companies, or Foxconn, accounted for 18% of our net revenue. Our top ten direct customers,
which included three distributors, collectively accounted for 64% of our net revenue. We believe our aggregate sales
to Apple, Inc. and Cisco Systems, Inc., when direct sales are combined with indirect sales to them through the
respective contract manufacturers that they utilize, each accounted for more than 10% of our net revenues, for fiscal
year 2013. We expect to continue to experience significant customer concentration in future periods. The loss of, or
significant decrease in demand from any of our top ten customers could have a material adverse effect on our
business, results of operations and financial condition.

We sell our products through our direct sales force and a network of distributors globally. Certain customers require
us to contract with them directly and with specified intermediaries, such as contract manufacturers, and both often
require timely delivery of our products to multiple locations around the world. Our direct sales force is focused on
supporting our large OEM customers. Additionally, our extensive network of FAEs enhances our customer reach and
our visibility into new product opportunities. We have strategically developed distributor relationships to serve
thousands of customers around the world. Based on net revenue, our main global distributors are Avnet, Inc., and
Arrow Electronics, Inc., complemented by a number of specialty regional distributors with customer relationships
based on their respective product ranges.

As of November 3, 2013, our sales and marketing organization consisted of approximately 500 employees, many of
whom have responsibility for emerging accounts, for large, global accounts, or for our distributors. Our sales force has
specialized product and service knowledge that enables us to sell specific offerings at key levels throughout a
customer’s organization.

As part of our global reach, we have a number of sales offices located in various countries, with a significant presence
in Asia, which is a key center of the worldwide electronics supply chain. Many of our customers design products in
North America or Europe that are then manufactured in Asia. We maintain dedicated regional customer support call
centers, where we address customer issues and handle logistics and other order fulfillment requirements. We believe
we are well-positioned to support our customers throughout the design, technology transfer and manufacturing stages
across all geographies.

Operations

We use third-party contract manufacturers for a significant majority of our assembly and test operations, including
ASE Korea Inc., and Inari Technology SDN BHD. A portion of our front-end wafer manufacturing operations is
outsourced to external foundries, including Taiwan Semiconductor Manufacturing Company Ltd., or TSMC, and WIN
Semiconductors Corp. We maintain our internal fabrication facilities for products utilizing our innovative materials
and processes to protect our intellectual property and to develop the technology for manufacturing, while we
outsource standard CMOS processes. Examples of internally fabricated semiconductors include FBAR filters for
wireless communications and VCSEL-based and indium phosphide-based lasers for fiber optic communications. The
majority of our internal III-V semiconductor wafer fabrication is done in the United States and Singapore. As of
November 3, 2013, approximately 2,600 manufacturing employees were devoted to our internal fabrication operations
as well as management of outsourced activities. Most of our products are designed to be manufactured in a specific
process, typically at one particular foundry, either our own or with a particular contract manufacturer, and in some
instances, we may only qualify one contract manufacturer to manufacture certain of our products. For selected
customers, we maintain finished goods inventory near or at customer manufacturing sites to support their just-in-time
production.

Materials and Suppliers

Our manufacturing operations employ a wide variety of semiconductors, electromechanical components and
assemblies and raw materials. We purchase materials from hundreds of suppliers on a global basis. These supply
relationships are generally conducted on a purchase order basis. While we have not experienced any significant
difficulty in obtaining the materials used in the conduct of our business and we believe that no single supplier is
material, some of the parts are not readily available from alternate suppliers due to their unique design or the length of
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time necessary for re-design or qualification. Our long-term relationships with our suppliers allow us to proactively
manage our technology development and product discontinuance plans, and to monitor our suppliers' financial health.
Some suppliers may nonetheless extend their lead times, limit supplies, increase prices or cease to produce necessary
parts for our products. If these are unique components, we may not be able to find a substitute quickly, or at all. To
address the potential disruption in our supply chain, we may use a number of techniques, including qualifying more
than one source of supply, redesigning products for alternative components and incremental, or in some cases
"lifetime", purchases of affected parts for supply buffer.
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Competition

The global semiconductor market is highly competitive. Our competitors range from large, international companies
offering a wide range of products to smaller companies specializing in narrow markets. We compete with integrated
device manufacturers, or IDMs, and fabless semiconductor companies as well as the internal resources of large,
integrated OEMs. The competitive landscape is changing as a result of a trend toward consolidation within the
industry, as some of our competitors have merged with or been acquired by other competitors while others have begun
collaborating with each other. We expect this consolidation trend to continue. We expect competition in the markets in
which we participate to continue to increase as existing competitors improve or expand their product offerings and as
new companies enter the market. Additionally, our ability to compete effectively depends on a number of factors,
including: quality, technical performance, price, product features, product system compatibility, system-level design
capability, engineering expertise, responsiveness to customers, new product innovation, product availability, delivery
timing and reliability, and customer sales and technical support.

In the wireless communications target market, we provide RF amplifiers, filters modules and ambient light and
proximity sensors for mobile phones. Our primary competitors for this target market are ams AG (formerly TAOS
Inc.), Murata Manufacturing Co., Ltd., RF Micro Devices, Inc., Skyworks Solutions, Inc., and TriQuint
Semiconductor, Inc. We compete based on our expertise in amplifier design, FBAR technology and module
integration. We also compete against a number of smaller, niche wireless players based on our proprietary design
expertise, broad product portfolio, proprietary material processes and integration expertise.

In the wired infrastructure target market, we provide fiber optic transceivers and SerDes ASICs for high-speed data
communications and server applications. Our primary competitors for this target market are Finisar Corporation,
International Business Machines Corp. (Microelectronics Division), LSI Corporation, ST Microelectronics N.V. and
Sumitomo Corporation. We compete based on the strength of our high speed proprietary design expertise, our
customer relationships, proprietary process technology and broad product portfolio.

In the industrial & other target market, we provide fiber optic transceivers for communication networks, LEDs for
displays, motion control encoders and subsystems and optocouplers for factory automation and motor controls. Our
primary competitors for this target market are Analog Devices, Inc., Cree, Inc., Hamamatsu Photonics K.K.,
Heidenhain Corporation, Renesas Electronics Corporation and Toshiba Corporation. We compete based on our design
expertise, broad product portfolio, reputation for quality products and large customer base.

Intellectual Property

Our success depends in part upon our ability to protect our intellectual property. To accomplish this, we rely on a
combination of intellectual property rights, including patents, copyrights, trademarks, service marks, trade secrets and
similar intellectual property, as well as customary contractual protections with our customers, suppliers, employees
and consultants, and through security measures to protect our trade secrets. We believe our current product expertise,
key engineering talent and intellectual property portfolio provide us with a strong platform from which to develop
application specific products in key target markets.

As of November 3, 2013, we had approximately 3,100 U.S. and foreign patents and approximately 800 U.S. and
foreign pending patent applications. Our research and development efforts are presently resulting in approximately
100 new patent applications per year relating to a wide range of ASIC, isolation, encoder, LED, RF and optoelectronic
components and associated applications. The expiration dates of our patents range from 2013 to 2033, with a small
number of patents expiring in the near future, none of which are expected to be material to our intellectual property
portfolio. We are not substantially dependent on any single patent or group of related patents.

We focus our patent application program to a greater extent on those inventions and improvements that we believe are
likely to be incorporated into our products, as contrasted with more basic research. However, we do not know whether
any of our pending patent applications will result in the issuance of patents or the extent to which the examination
process could require us to narrow our claims.

We have also entered into a variety of intellectual property licensing and cross-licensing arrangements. A meaningful
portion of our intellectual property is the subject of cross-licenses to other companies that have been granted by
Agilent Technologies, Inc., or if originally derived from Hewlett-Packard Company, by Hewlett-Packard Company. In
addition, we license third-party technologies that are incorporated into some elements of our design activities,
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products and manufacturing processes. Historically, licenses of the third-party technologies used by us have been
available to us on acceptable terms.

The semiconductor industry is characterized by the existence of a large number of patents, copyrights, trademarks and
trade secrets and by the vigorous pursuit, protection and enforcement of intellectual property rights. Many of our
customer agreements require us to indemnify our customers for third-party intellectual property infringement claims.
This has in the past required, and may in the future require, that we defend those claims, and might also require that
we pay damages in the case of
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adverse rulings. Claims of this sort could harm our relationships with our customers and might deter future customers
from doing business with us. With respect to any intellectual property rights claims against us or our customers or
distributors, we may be required to cease manufacture of the infringing product, pay damages, expend resources to
develop non-infringing technology, seek a license which may not be available on commercially reasonable terms or at
all, or relinquish patents or other intellectual property rights.

Employees

As of November 3, 2013, we had approximately 4,800 employees worldwide. Approximately 1,400 were dedicated to
research and development, 2,600 to manufacturing, 500 to sales and marketing and 300 to general and administrative
functions. By geography, approximately 42% of our employees are located in Asia, 52% in North America, and 6% in
Europe. The substantial majority of our employees are not party to a collective bargaining agreement. However in
Asia, approximately 300 of our 900 employees in Singapore, none of whom are in management or supervisory
positions, are subject to a collective bargaining agreement with United Workers of Electronic and Electrical
Industries, which expires on June 30, 2016, and some of our employees in Japan are subject to a collective bargaining
agreement. In Europe, all of our employees in Italy are subject to a collective bargaining agreement. In Italy we are
also subject to national collective agreements between unions and employer associations. Such Italian national
collective agreements are compulsory for both the employees and the employer. In addition, in Germany we are
subject to collective agreements with the works councils at our sites, which apply to German employees other than
managing directors and managers with similar authority. In Mexico, approximately 500 of our 700 employees are
subject to a collective bargaining agreement, none of whom are in management or supervisory positions. We believe
we have a good working relationship with our employees and we have never experienced an interruption of business
as a result of labor disputes.

Environmental and Other Regulation

Our research and development and manufacturing operations involve the use of hazardous substances and are
regulated under international, federal, state and local laws governing health and safety and the environment. These
regulations include limitations on discharge of pollutants to air, water, and soil; remediation requirements; product
chemical content limitations; manufacturing chemical use and handling restrictions; pollution control requirements;
waste minimization considerations; and treatment, transport, storage and disposal of solid and hazardous wastes. We
are also subject to regulation by the United States Occupational Safety and Health Administration and similar health
and safety laws in other jurisdictions.

We believe that our properties and operations at our facilities comply in all material respects with applicable
environmental laws and worker health and safety laws; however, the risk of environmental liabilities cannot be
completely eliminated and there can be no assurance that the application of environmental and health and safety laws
to our business will not require us to incur significant expenditures.

We are also regulated under a number of international, federal, state and local laws regarding recycling, product
packaging and product content requirements, including legislation enacted in the European Union and China, among a
growing number of jurisdictions, which have placed greater restrictions on the use of lead, among other chemicals, in
electronic products, which affects materials composition and semiconductor packaging. These laws are becoming
more stringent and may in the future cause us to incur significant expenditures. We are also subject to new SEC rules
for companies that use certain minerals and metals, known as conflict minerals, in their products, whether or not these
products are manufactured by third parties. These rules require companies to diligence, disclose and report on whether
or not such minerals originate from the Democratic Republic of Congo and adjoining countries. The implementation
of these rules could adversely affect the sourcing, availability and pricing of minerals used in the manufacture of
semiconductor devices, including our products. In addition, we will incur additional costs to comply with the
disclosure requirements, including costs related to determining the source of any of the relevant minerals and metals
used in our products.

Backlog

Our sales are generally made pursuant to short-term purchase orders. These purchase orders are made without deposits
and may be, and often are, rescheduled, canceled or modified on relatively short notice, and in most cases without
substantial penalty. Therefore, we believe that purchase orders or backlog are not necessarily a reliable indicator of
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Seasonality

We have historically been affected by seasonal trends in the semiconductor and related industries. Our net revenue in
the second half of the fiscal year has typically been higher than our net revenue in the first half of the fiscal year due to
seasonality in our wireless communications target market. This target market historically tended to experience
seasonality due to the calendar year-end holiday selling seasons. From time to time, our key customers, particularly in
our wireless communications target market, place large orders causing our quarterly net revenue to fluctuate
significantly. We expect that these fluctuations will continue and that they may be exaggerated by the launches of, and
seasonal variations in sales of, consumer products such as mobile handsets, as well as changes in the overall economic
environment. These fluctuations combined with other factors have increasingly overshadowed these seasonal effects
in recent periods.

Financial Information about Geographic Areas

For information on the geographic concentration of our net revenues and long-lived assets, please see Note 13.
“Segment Information,” of our consolidated financial statements, included elsewhere in the Annual Report on Form
10-K.

Other Information

Avago Technologies Limited was incorporated under the laws of the Republic of Singapore in August 2005. Our
Singapore company registration number is 200510713C. The address of our registered office and our principal
executive offices is 1 Yishun Avenue 7, Singapore 768923, and our telephone number is +65-6755-7888. Our
ordinary shares are listed on the Nasdaq Global Select Market under the trading symbol “AVGO”.

We are subject to the information and periodic reporting requirements of the Securities Exchange Act of 1934, or
Exchange Act, and, in accordance therewith, file periodic reports, proxy statements and other information with the
SEC. Such periodic reports, proxy statements and other information is available for inspection and copying at the
SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549 or may be obtained by calling the SEC at
1-800-SEC-0330. In addition, the SEC maintains a website at http://www.sec.gov that contains reports, proxy statements
and other information regarding issuers that file electronically with the SEC. We maintain a website at
www.avagotech.com. You may access our annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, proxy statements and other reports (and amendments thereto) filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act with the SEC free of charge at the “Investors — SEC Filings” section of our
website, as soon as reasonably practicable after such material is electronically filed with, or furnished to, the SEC. The
reference to our website address does not constitute incorporation by reference of the information contained on or
accessible through our website.
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ITEM 1A. RISK FACTORS

Our business, operations and financial results are subject to various risks and uncertainties, including those described
below, that could adversely affect our business, financial condition, results of operations, cash flows, and the trading
price of our ordinary shares. The following important factors, among others, could cause our actual results to differ
materially from those expressed in forward-looking statements made by us or on our behalf in filings with the SEC,
press releases, communications with investors and oral statements.

Risks Related to Our Business

Adverse global economic conditions could have a negative effect on our business, results of operations and financial
condition and liquidity.

Adverse global economic conditions have from time to time caused or exacerbated significant slowdowns in the
semiconductor industry generally, as well as in our target markets, which adversely affected our business and results
of operations. In recent periods, market and business conditions in general have been adversely affected by investor
and customer concerns about the global economic outlook, including concerns about economic recovery in the United
States and the level of growth in China. In addition, U.S. and global economic conditions could be exacerbated by the
negative effects on economic growth resulting from the concerns about, and the effects of, the U.S. fiscal and
monetary policies, any related spending cuts and tax increases and the possibility of further downgrades to the U.S.
government's credit rating. Macroeconomic weakness and uncertainty also make it more difficult for us to accurately
forecast revenue, gross margin and expenses. Sustained uncertainty about, or worsening of, current global economic
conditions will likely cause our customers and consumers to reduce or delay spending, leading to reduced demand for
our products, could lead to the insolvency of key suppliers (resulting in product delays) and customers and intensify
pricing pressures. Any or all of these factors could negatively affect our business, financial condition and result of
operations.

We operate in the highly cyclical semiconductor industry, which is subject to significant downturns.

The semiconductor industry is highly cyclical and is characterized by constant and rapid technological change and
price erosion, evolving technical standards, frequent new product introductions, short product life cycles (for
semiconductors and for the end products in which they are used) and wide fluctuations in product supply and demand.
From time to time, these and other factors, together with changes in general economic conditions, cause significant
upturns and downturns in the industry in general and in our business in particular. Periods of industry downturns have
been characterized by diminished demand for end-user products, high inventory levels and periods of inventory
adjustment, under-utilization of manufacturing capacity, changes in revenue mix and accelerated erosion of average
selling prices, resulting in an adverse effect on our business, financial condition and results of operations. We expect
our business to continue to be subject to cyclical downturns even when overall economic conditions are relatively
stable. If we cannot offset recessionary periods or periods of reduced growth that may occur in the industry, or in our
target markets in particular, through increased market share or otherwise, our business could be adversely affected, net
revenues may decline and our financial condition and results of operations may suffer. In addition, in any future
economic downturn we may be unable to reduce our costs quickly enough to maintain our operating profitability.

The majority of our sales come from a small number of customers and the demands or loss of one or more of our
significant customers may adversely affect our business.

We are dependent on a reasonably small number of direct customers, OEMs and distributors for a majority of our
business, revenue and results of operations. During fiscal year 2013, Foxconn Technology Group companies together
accounted for 18% of our net revenue (20% in the fourth quarter of fiscal year 2013) and our top 10 customers, which
included three distributors, collectively accounted for 64% of our net revenue. During fiscal year 2012, Foxconn
Technology Group companies together accounted for 17% of our net revenue, and our top 10 customers, which
included three distributors, collectively accounted for 62% of our net revenue. We also believe that aggregate sales of
our products to certain of our customers exceeds the amount of our direct sales to them. For example, we believe our
aggregate sales to Apple Inc. and Cisco Systems, Inc., when direct sales are combined with indirect sales to them
through the respective contract manufacturers that they utilize, each accounted for more than 10% of our net revenues,
respectively, for fiscal year 2013. We expect to continue to experience significant customer concentration in future
periods.
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This customer concentration increases the risk of quarterly fluctuations in our revenues and operating results. In
addition, our top customers' purchasing power has, in some cases, given them the ability to make greater demands on
us with regard to pricing and contractual terms in general. We expect this trend to continue, which may adversely
affect our gross margins on certain products. In addition, we expect this will result in our results of operations
becoming increasingly sensitive to deterioration in the financial condition of, or other adverse developments related
to, one or more of our significant customers. Although we believe that our relationships with our major customers are
good, we generally do not have long-term contracts with any of them, which is typical of our industry. Although our
customers often provide us with medium- to long-term
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product roadmaps and related indications of their product needs and purchases on a periodic basis, they generally
purchase our products on a weekly or daily basis and the relationship, as well as particular orders, can be terminated at
any time. In order to ensure availability of our products for some of our largest customers, we start manufacturing our
products in advance of receiving purchase orders, based on forecasts provided by these customers. These forecasts are
not binding purchase commitments and, as a result, we incur inventory and manufacturing costs in advance of
anticipated sales. Since actual demand for our products may not match these forecasts, manufacturing on this basis
subjects us to increased risks of high inventory carrying costs, product obsolescence and increased operating costs. In
addition, the loss of any of our major direct or indirect customers, or any substantial reduction in sales to any of these
customers, could have a material adverse effect on our business, financial condition and results of operations.

We are increasingly dependent on the mobile handset market, which is volatile and is characterized by short product
life cycles, fluctuations in demand, seasonality and increasingly high customer concentration any of which could
negatively impact our business or results of operations.

A substantial and increasing portion of our revenue is generated from sales of products for use in mobile handsets,
particularly our FBAR products. During the fiscal years 2013 and 2012, revenue from our wireless communications
target market accounted for 48% and 45% of our net revenue, respectively. The mobile handset market is
characterized by intense competition among an increasingly concentrated group of OEMs, rapidly evolving
technology, including the shift to LTE and LTE-advanced standards, and changing consumer preferences. These
factors result in the frequent introduction of new products, aggressive price competition, short product life cycles, and
continually evolving mobile handset specifications. If we, our customers or mobile handset OEMs are unable to
manage product transitions, our business and results of operations could be negatively affected. Our success in this
market is dependent on the continued competitiveness of our FBAR products, and on the broad commercial
acceptance of the mobile handsets into which our products are incorporated, as well as increasing the amount of our
products in successive generations of those handsets. If the mobile handsets into which our products are designed do
not achieve significant customer acceptance, our revenue will be adversely affected. Similarly, even though we may
achieve design wins for a particular handset, we may not be designed into the next generation of a particular handset
or new model of handset, which could result in a sharp decrease in our revenues.

In the mobile handset market, demand has typically been stronger in the second half of the year than the first half of
the year, but the timing of new handset launches, which also drive demand, is often unpredictable. If mobile handset
OEMs inaccurately forecast consumer demand, this may lead to significant changes in orders to their component
suppliers. We have experienced both sharp increases and decreases in orders within the same quarter, often with
limited advance notice, and we expect such increases and decreases to occur in the future. In addition, although the
worldwide wireless handset market is large, growth trends and other variables are often uncertain and difficult to
predict. Since the wireless handset market is a consumer-driven market, changes in the economy that affect consumer
demand can adversely affect our business and operating results.

Our operating results are subject to substantial quarterly and annual fluctuations.

Our revenues and operating results have fluctuated in the past and are likely to fluctuate in the future. These
fluctuations may occur on a quarterly and annual basis and are due to a number of factors, many of which are beyond
our control. These factors include, among others:

the timing of launches by our customers of new products, such as cell phones, in which our products are included and
changes in end-user demand for the products manufactured and sold by our customers;

the timing of receipt, reduction or cancellation of significant orders by customers;

fluctuations in the levels of component inventories held by our customers;

customer concentration and the gain or loss of significant customers;

market acceptance of our products and our customers' products;

changes in our product mix or customer mix and their effect on our gross margin;

our ability to develop, introduce and market new products and technologies on a timely basis;