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This filing is made pursuant
to Rule 424(b)(3) under
the Securities Act of
1933 in connection with
Registration No. 333-88038

2,900,000 Shares

Conexant Systems, Inc.

Common Stock

We are registering 2,900,000 shares of our common stock for resale by the selling stockholder identified in this prospectus. We will not receive
any of the proceeds from the sale of shares by the selling stockholder. Our common stock is listed on the Nasdaq National Market under the
symbol CNXT. The closing sale price of our common stock, as reported on the Nasdaq National Market on May 23, 2002, was $8.32 per share.

INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGREE OF RISK. SEE RISK FACTORS, BEGINNING ON PAGE
3.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is May 24, 2002.
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WHERE YOU CAN GET MORE INFORMATION

We are a reporting company and file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read
and copy these reports, proxy statements and other information at the SEC�s Public Reference Room at 450 Fifth Street, N.W., Washington, D.C.
20549. You can request copies of these documents by writing to the SEC and paying a fee for the copying cost. Please call the SEC at
1-800-SEC-0330 for more information about the operation of the public reference rooms. Our SEC filings are also available at the SEC�s Web
site at http://www.sec.gov.

The SEC allows us to incorporate by reference information that we file with them, which means that we can disclose important information to
you by referring you to those documents. The information incorporated by reference is an important part of this prospectus, and information that
we file later with the SEC will automatically update and supersede this information. Any such information so modified or superseded shall not
constitute a part of this Registration Statement, except as so modified or superseded. We incorporate by reference the documents listed below
and any future filings we will make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 (the �Exchange
Act�), as amended until the offering of securities by this prospectus is completed:

� Annual Report on Form 10-K for the fiscal year ended September 30, 2001;

� Quarterly Report on Form 10-Q for the quarter ended December 31, 2001;

� Current Report on Form 8-K dated December 19, 2001;

� Current Report on Form 8-K dated March 1, 2002;

� Current Report on Form 8-K dated March 15, 2002; and

� The description of our common stock contained in Item 11 of our Registration Statement on Form 10, as amended (File No. 000-24923),
dated December 1, 1998, as amended by Part II, Item 2 of our Quarterly Report on Form 10-Q for the quarter ended December 31, 1999.

You may request a copy of these filings at no cost, by writing or telephoning us at the following address or telephone number:

Conexant Systems, Inc.
4311 Jamboree Road
Newport Beach, California 92660-3095
Attn: Gwen Carlson, Investor Relations
(949) 483-7363

FORWARD-LOOKING STATEMENTS

This prospectus, including the documents that we incorporate by reference, contains forward-looking statements within the meaning of
Section 27A of the Securities Act and Section 21E of the Exchange Act. Any statements about our expectations, beliefs, plans, objectives,
assumptions or future events or performance are not historical facts and may be forward-looking. These statements are often, but not always,
made through the use of words or phrases such as anticipate, estimate, plans, projects, continuing, ongoing, expects, management believes, we
believe, we intend and similar words or phrases. Accordingly, these statements involve estimates, assumptions and uncertainties which could
cause actual results to differ materially from those expressed in them. Any forward-looking statements are qualified in their entirety by reference
to the factors discussed in this prospectus or incorporated by reference.

Because the factors discussed in this prospectus or incorporated by reference could cause actual results or outcomes to differ materially from
those expressed in any forward-looking statements made by us or on behalf of the company, you should not place undue reliance on any such
forward-looking statements. Further, any forward-looking statement speaks only as of the date on which it is made, and we undertake no
obligation to update any forward-looking statement or statements to reflect events or circumstances after the date on which such statement is
made or to reflect the occurrence of unanticipated events. New factors emerge from time to time, and it is not possible for us to predict which
factors will arise. In addition, we cannot assess the impact of each factor on our business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward-looking statements.

1.

Edgar Filing: CONEXANT SYSTEMS INC - Form 424B3

Table of Contents 5



Table of Contents

CONEXANT SYSTEMS, INC.

Conexant Systems, Inc. is a worldwide leader in semiconductor system solutions for communications applications. Our expertise in mixed-signal
processing allows us to deliver integrated systems and semiconductor products which facilitate communications worldwide through wireline
voice and data communications networks, cellular telephony systems and emerging cable, satellite and fixed wireless broadband
communications networks. We operate in two business segments: the Personal Networking business and Mindspeed Technologies�, our Internet
infrastructure business.

Our Personal Networking business designs, develops and sells semiconductor system solutions for wireless communications and broadband
access applications. Our wireless communications products are comprised of components, subsystems, and system-level semiconductor
solutions for wireless voice and data applications supporting the world�s most widely-adopted wireless standards, including code division
multiple access (CDMA), time division multiple access (TDMA) and global system for mobile communications (GSM). Our wireless
communications products include power amplifier modules, radio frequency components and subsystems, and complete cellular systems for
digital cellular handsets and base stations as well as advanced mobile terminals that support next-generation multimedia and high-speed web
browsing. Our broadband access products include semiconductor solutions that connect personal access products such as set-top boxes,
residential gateways, personal computers (PCs) and game consoles to voice, video and data processing services over broadband connections and
our foundation analog communication products such as PC data and fax modems.

Mindspeed Technologies designs, develops and sells semiconductor networking solutions that facilitate the aggregation, transmission and
switching of data, video and voice from the edge of the Internet to linked metropolitan area networks and long-haul networks. Mindspeed
Technologies� products, ranging from physical-layer devices to higher layer network processors, are sold to infrastructure original equipment
manufacturers (OEMs) and can be classified into two general categories: wide area network (WAN) access products and WAN transport
products. WAN access products include multi-service access gateway solutions, including voice-over-Internet protocol, and a broad family of
multi-megabit digital subscriber line (DSL) products that are used in a variety of network access platforms such as remote access concentrators,
voice gateways, digital loop carriers, DSL access multiplexers and integrated access devices. WAN transport products include T/E carrier,
asynchronous transfer mode (ATM), and synchronous optical networking (SONET)/synchronous digital hierarchy (SDH) transceivers, switch
products, network processors and software subsystems. Our customers use these solutions in a variety of network equipment, including
high-speed routers, ATM switches, optical switches, add-drop multiplexers, digital cross-connect systems and dense wave division multiplexer
equipment.

On December 16, 2001, we entered into agreements with Washington Sub, Inc. (Washington), currently a wholly-owned subsidiary of ours, and
Alpha Industries, Inc. (Alpha), a provider of radio frequency (RF) and microwave integrated circuit products and solutions principally for
wireless communications. Under the agreements, we will contribute to Washington our wireless communications business, including our
Newbury Park, California gallium arsenide wafer fabrication facility, but excluding certain assets and liabilities, and will distribute all the
outstanding shares of Washington to our shareholders (the Wireless Spin-off). Immediately thereafter, Washington will merge with and into
Alpha, with Alpha as the surviving corporation (the Merger). Completion of the Wireless Spin-off and the Merger are subject to, among other
things, regulatory approvals, a ruling by the Internal Revenue Service (IRS) that the Wireless Spin-off qualifies as tax-free and approval of the
Merger by Alpha�s stockholders. Upon completion of the Merger, Alpha will purchase our semiconductor assembly and test facility, located in
Mexicali, Mexico, and certain related assets, for $150 million. The waiting period for the Hart-Scott-Rodino Antitrust Improvements Act of
1976 terminated on January 29, 2002. We cannot assure you that the other regulatory approvals, the IRS ruling or the approval of the Merger by
Alpha�s stockholders will be obtained, or that we will successfully complete the Wireless Spin-off and the Merger.

In September 2000, we announced a plan for the separation of our broadband access and Mindspeed Technologies businesses. Although current
business conditions have delayed the separation, we remain committed to completing the separation as soon as business and market conditions
permit. The separation is subject to receipt of a ruling from the IRS that the related spin-off will qualify as a tax-free distribution and may be
subject to the approval of our shareholders. An IRS ruling has been received and although it is generally binding on the IRS, its continuing
applicability will depend on the form of the separation transaction and the extent of intervening events between the date of the ruling and the
separation. We cannot assure you that we will successfully complete the separation.

In March 2002, we and The Carlyle Group (Carlyle) formed a new specialty foundry called Jazz Semiconductor, in which we own a 45% equity
interest. We contributed our Newport Beach, California wafer fabrication operations, certain intellectual property, and related assets and
liabilities to Jazz Semiconductor. We also issued to Jazz Semiconductor a warrant to purchase 2.9 million shares of Conexant common stock (at
a price of $13.05 per share). In connection with this transaction, we received $19.3 million in cash and the 45% equity interest in the joint
venture, having an estimated fair value of $42.5 million. We recognized a $2.6 million gain on the transaction.

Our principal executive offices are located at 4311 Jamboree Road, Newport Beach, California 92660-3095, and our telephone number is
(949) 483-4600.
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RISK FACTORS

Except for the historical information contained in this prospectus or incorporated by reference, this prospectus and the information
incorporated in this prospectus by reference contain forward-looking statements that involve risks and uncertainties. Our actual results could
differ materially from those discussed here or incorporated by reference. Factors that could cause or contribute to such differences include, but
are not limited to, those discussed in the following section, as well as those discussed elsewhere in this prospectus and in any other documents
incorporated by reference.

Investment in our shares involves a high degree of risk. You should consider the following discussion of risks as well as other information in this
prospectus before purchasing any shares. Each of these risk factors could adversely affect our business, operating results and financial
condition, as well as adversely affect the value of an investment in our common stock.

We have recently incurred substantial operating losses and we anticipate additional future losses.

Our net revenues for the first six months of fiscal 2002 were $470.6 million compared to $661.4 million for first six months of fiscal 2001 due to
sharply reduced end-customer demand in many of the communications electronics end-markets which our products address. We incurred a net
loss of $405.2 million in the first six months of fiscal 2002 and a net loss of $1.4 billion for fiscal 2001.

During fiscal 2001 and continuing into fiscal 2002, we implemented a number of expense reduction and restructuring initiatives to more closely
align our cost structure with the current business environment. The cost reduction initiatives include a worldwide workforce reduction,
temporary shutdowns of our manufacturing facilities, significant reductions in capital spending, the consolidation of certain facilities and salary
reductions for our senior management team until we return to profitability. However, these expense reduction initiatives alone will not return us
to profitability. We expect that reduced end-customer demand, underutilization of our manufacturing capacity, changes in our revenue mix and
other factors will continue to adversely affect our operating results in the near term and we anticipate incurring additional losses in fiscal 2002.
In order to return to profitability, we must achieve substantial revenue growth and we currently face an environment of uncertain demand in the
markets our products address. We cannot assure you as to whether or when we will return to profitability or whether we will be able to sustain
such profitability, if achieved.

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, rapid product obsolescence and
price erosion, evolving technical standards, short product life cycles 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, and in
our business in particular. Periods of industry downturns�as we experienced in fiscal 2001 and continue to experience�have been characterized by
diminished product demand, production overcapacity, high inventory levels and accelerated erosion of average selling prices. These factors
cause substantial fluctuations in our revenues and our results of operations. We have experienced these cyclical fluctuations in our business in
the past and may experience cyclical fluctuations in the future.

During the late 1990�s and extending into 2000, the semiconductor industry in general, and communications applications in particular, enjoyed
unprecedented growth, benefiting from the rapid expansion of the Internet and other communication services worldwide. During fiscal 2001 and
2002, we�like many of our customers and competitors�have been adversely impacted by a global economic slowdown and an abrupt decline in
demand for many of the end-user products that incorporate our communications semiconductor products and system solutions. The impact of
weakened end-customer demand has been compounded by higher-than-normal levels of equipment and component inventories among our OEM,
subcontractor and distributor customers. As a result of this sharply reduced demand across our product portfolio, we recorded $245.1 million of
inventory write-downs in fiscal 2001. We expect that reduced levels of end-customer demand, changes in our revenue mix and other factors will
continue to adversely affect our operating results in the near term.

In addition, an environment of weak end-customer demand and high levels of channel inventories has, in some cases, led to delays in payments
for our products. During fiscal 2001, we recorded $22.6 million of additional provisions for uncollectible accounts receivable from slow-paying
customers. In the event that our customers delay payments to us, or are unable to pay amounts owed to us, we may incur additional losses on our
accounts receivable.

Demand for our products in each of the communications electronics end-markets which we address is subject to a unique set of factors, and a
downturn in demand affecting one market may be more pronounced, or last longer, than a downturn affecting another of our markets. In
particular, demand for the products sold by our Mindspeed Technologies business, which are incorporated into telecommunications and data
communications infrastructure equipment, is recovering more slowly than demand for products
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offered by our Personal Networking business, which are ultimately sold to individual consumers in products such as PCs and digital cellular
handsets.

We are subject to intense competition.

The semiconductor industry in general and the markets in which we compete in particular are intensely competitive. We compete worldwide
with a number of United States and international semiconductor manufacturers that are both larger and smaller than us in terms of resources and
market share. We currently face significant competition in our markets and expect that intense price and product competition will continue. This
competition has resulted and is expected to continue to result in declining average selling prices for our products. We also anticipate that
additional competitors will enter our markets as a result of growth opportunities in communications electronics, the trend toward global
expansion by foreign and domestic competitors, technological and public policy changes and relatively low barriers to entry in certain markets
of the industry. Moreover, as with many companies in the semiconductor industry, customers for certain of our products offer other products that
compete with similar products offered by us.

We believe that the principal competitive factors for semiconductor suppliers in our market are:

� time-to-market;

� product performance;

� level of integration;

� price and total system cost;

� compliance with industry standards;

� design and engineering capabilities;

� strategic relationships with customers;

� customer support;

� new product innovation; and

� quality.
The specific bases on which we compete vary by market. We cannot assure you that we will be able to successfully address these factors.

Many of our current and potential competitors have certain advantages over us, including:

� longer presence in key markets;

� greater name recognition;

� access to larger customer bases; and

� significantly greater financial, sales and marketing, manufacturing, distribution, technical and other resources.
As a result, these competitors may be able to adapt more quickly to new or emerging technologies and changes in customer requirements or may
be able to devote greater resources to the development, promotion and sale of their products than we can.

Current and potential competitors also have established or may establish financial or strategic relationships among themselves or with our
existing or potential customers, resellers or other third parties. These relationships may affect customers� purchasing decisions. Accordingly, it is
possible that new competitors or alliances among competitors could emerge and rapidly acquire significant market share. We cannot assure you
that we will be able to compete successfully against current and potential competitors.

4.
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A number of our competitors have combined with each other and consolidated their businesses, including the consolidation of competitors with
our customers. This is attributable to a number of factors, including the historically high-growth nature of the communications electronics
industry and the time-to-market pressures on suppliers to decrease the time required for product conception, research and development, sampling
and production launch before a product reaches the market. This consolidation trend is expected to continue, since investments, alliances and
acquisitions may enable semiconductor suppliers, including us and our competitors, to augment technical capabilities or to achieve faster
time-to-market for their products than would be possible solely through internal development.

Consolidation by industry participants is creating entities with increased market share, customer base, technology and marketing expertise in
markets in which we compete. These developments may significantly and adversely affect our current markets, the markets we are seeking to
serve and our ability to compete successfully in those markets.

Our success is dependent upon our ability to timely develop new products and reduce costs.

Our operating results will depend largely on our ability to continue to introduce new and enhanced semiconductor products on a timely basis.
Successful product development and introduction depends on numerous factors, including, among others:

� our ability to anticipate customer and market requirements and changes in technology and industry standards;

� our ability to accurately define new products;

� our ability to timely complete development of new products and bring our products to market on a timely basis;

� our ability to differentiate our products from offerings of our competitors; and

� overall market acceptance of our products.
We cannot assure you that we will have sufficient resources to make the substantial investment in research and development in order to develop
and bring to market new and enhanced products. Furthermore, we are required to continually evaluate expenditures for planned product
development and to choose among alternative technologies based on our expectations of future market growth. We cannot assure you that we
will be able to develop and introduce new or enhanced products in a timely and cost-effective manner, that our products will satisfy customer
requirements or achieve market acceptance, or that we will be able to anticipate new industry standards and technological changes. We also
cannot assure you that we will be able to respond successfully to new product announcements and introductions by competitors.

In addition, prices of established products may decline, sometimes significantly, over time. We believe that in order to remain competitive we
must continue to reduce the cost of producing and delivering existing products at the same time that we develop and introduce new or enhanced
products. We cannot assure you that we will be able to continue to reduce the cost of our products to remain competitive.

We may not be able to keep abreast of the rapid technological changes in our markets.

The demand for our products can change quickly and in ways we may not anticipate because our markets generally exhibit the following
characteristics:

� rapid technological developments;

� evolving industry standards;

� changes in customer requirements;
5.
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� frequent new product introductions and enhancements; and

� short product life cycles with declining prices over the life cycle of the product.
Our products could become obsolete sooner than anticipated because of a faster than anticipated change in one or more of the technologies
related to our products or in market demand for products based on a particular technology, particularly due to the introduction of new technology
that represents a substantial advance over current technology. Currently accepted industry standards are also subject to change, which may
contribute to the obsolescence of our products.

We may not be able to attract and retain qualified personnel necessary for the design, development, manufacture and sale of our products.
Our success could be negatively affected if key personnel leave.

Our future success depends on our ability to continue to attract, retain and motivate qualified personnel, including executive officers and other
key management and technical personnel. As the source of our technological and product innovations, our key technical personnel represent a
significant asset. The competition for such personnel is intense in the semiconductor industry. We cannot assure you that we will be able to
continue to attract and retain qualified management and other personnel necessary for the design, development, manufacture and sale of our
products.

We may have particular difficulty attracting and retaining key personnel during periods of poor operating performance, given, among other
things, the significant use of equity-based compensation by our competitors and us. The loss of the services of one or more of our key
employees, including Dwight W. Decker, our Chairman and Chief Executive Officer, or certain key design and technical personnel, or our
inability to attract, retain and motivate qualified personnel could have a material adverse effect on our ability to operate our business.

If OEMs of communications electronics products do not design our products into their equipment, we will be unable to sell those products.
Moreover, a design win from a customer does not guarantee future sales to that customer.

Our products are not sold directly to the end-user but are components of other products. As a result, we rely on OEMs of communications
electronics products to select our products from among alternative offerings to be designed into their equipment. Without these �design wins� from
OEMs, we would be unable to sell our products. Once an OEM designs another supplier�s semiconductors into one of its product platforms, it
will be more difficult for us to achieve future design wins with that OEM�s product platform because changing suppliers involves significant cost,
time, effort and risk. Achieving a design win with a customer does not ensure that we will receive significant revenues from that customer. Even
after a design win, the customer is not obligated to purchase our products and can choose at any time to stop using our products if, for example,
its own products are not commercially successful. We may be unable to achieve design wins or to convert design wins into actual sales.

Because of the lengthy sales cycles of many of our products, we may incur significant expenses before we generate any revenues related to
those products.

Our customers may need six months or longer to test and evaluate our products and an additional six months or more to begin volume
production of equipment that incorporates our products. The lengthy period of time required also increases the possibility that a customer may
decide to cancel or change product plans, which could reduce or eliminate sales to that customer. As a result of this lengthy sales cycle, we may
incur significant research and development, and selling, general and administrative expenses before we generate the related revenues for these
products, and we may never generate the anticipated revenues if our customer cancels or changes its product plans.

6.
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Uncertainties involving the ordering and shipment of our products could adversely affect our business.

Our sales are typically made pursuant to individual purchase orders and we generally do not have long-term supply arrangements with our
customers. Generally, our customers may cancel orders until 30 days prior to shipment. In addition, we sell a portion of our products through
distributors, some of whom have rights to return unsold products to us. Sales to distributors accounted for approximately 22% and 15% of our
net revenues for fiscal 2001 and the first six months of fiscal 2002, respectively. We routinely purchase and manufacture inventory based on
estimates of end-market demand for our customers� products, which is difficult to predict. This difficulty may be compounded when we sell to
OEMs indirectly through distributors or contract manufacturers, or both, as our forecasts of demand are then based on estimates provided by
multiple parties. In addition, our customers may change their inventory practices on short notice for any reason. The cancellation or deferral of
product orders, the return of previously sold products or overproduction due to the failure of anticipated orders to materialize could result in our
holding excess or obsolete inventory, which could result in write-downs of inventory.

During fiscal 2001, the communications electronics markets which we address were characterized by dramatic decreases in end-user demand
and continued high levels of channel inventories that reduced visibility into future demand for our products. We expect that these and other
factors will continue to affect our revenues in the near term. As a result of sharply reduced demand across our product portfolio, we recorded
$245.1 million of inventory write-downs in fiscal 2001.

We currently are, and increasingly will be, dependent upon third parties for the manufacture, assembly and test of our products.

In March 2002 we contributed our Newport Beach wafer fabrication operations to Jazz Semiconductor, a joint venture in which we hold 45%
ownership. As a result of this transaction, we are now dependent upon third parties, including Jazz Semiconductor, for the manufacture of all
CMOS wafers used in our products. Moreover, upon completion of the Wireless Spin-off, we will contribute to Washington our Newbury Park
gallium arsenide wafer fabrication facility. Upon completion of the Wireless Spin-off and Merger, we will be entirely dependent upon outside
wafer fabrication facilities (known as foundries), including Jazz Semiconductor and Alpha, for wafer fabrication services. Under this fabless
business model, our long-term revenue growth will be dependent on our ability to obtain sufficient external manufacturing capacity, including
wafer production capacity. During times when the semiconductor industry is experiencing a shortage of wafer fabrication capacity, we may
experience delays in shipments or increased manufacturing costs.

There are significant risks associated with our reliance on third-party foundries, including:

� the lack of ensured wafer supply, potential wafer shortages and higher wafer prices;

� limited control over delivery schedules, manufacturing yields, production costs and product quality; and

� the unavailability of, or delays in obtaining, access to key process technologies.
We have entered into long-term supply arrangements with major foundry partners, including Jazz Semiconductor, to obtain external wafer
manufacturing capacity. In connection with the Wireless Spin-off and the Merger, we will also enter into a supply agreement with Alpha for the
supply of specialty-process wafer fabrication services. However, these and other third-party foundries we use may allocate their limited capacity
to fulfill their internal production requirements or the production requirements of other customers that are larger and better financed than we. If
we choose to use a new foundry, it typically takes several months to complete the qualification process before we can begin shipping products
from the new foundry. The foundries we use may experience financial difficulties or suffer damage or destruction to their facilities, particularly
since many of them are located in earthquake zones. If these events or any other disruption of wafer fabrication capacity occur, we may not have
a second manufacturing source immediately available. We may therefore experience difficulties or delays in securing an adequate supply
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of our products on favorable terms, or at all, which could impair our ability to meet our customers� needs and have a material adverse effect on
our operating results.

In addition, the highly complex and technologically demanding nature of semiconductor manufacturing has caused foundries to experience from
time to time lower than anticipated manufacturing yields, particularly in connection with the introduction of new products and the installation
and start-up of new process technologies. Lower than anticipated manufacturing yields may affect our ability to fulfill our customers� demands
for our products on a timely and cost-effective basis.

Currently, third-party subcontractors also assemble and test a substantial portion of our products. Moreover, upon completion of the Wireless
Spin-off and the Merger, Alpha will purchase our Mexicali, Mexico assembly and test facility. As a result, we will no longer have internal
assembly and test facilities and it will be necessary for us to obtain assembly and test services from third-party subcontractors, including Alpha.
Because we rely on others to assemble and test our products, we are subject to many of the same risks as are described above with respect to
independent wafer fabrication facilities.

Our manufacturing processes are extremely complex and specialized.

Our manufacturing operations are complex and subject to disruption due to causes beyond our control. The fabrication of integrated circuits is an
extremely complex and precise process consisting of hundreds of separate steps. It requires production in a highly controlled, clean environment.
Minute impurities, errors in any step of the fabrication process, defects in the masks used to print circuits on a wafer or a number of other factors
can cause a substantial percentage of wafers to be rejected or numerous die on each wafer not to function.

Our operations may be affected by lengthy or recurring disruptions of operations at any of our production facilities or those of our
subcontractors. These disruptions may include labor strikes, work stoppages, electrical power outages, fire, earthquake, flooding or other natural
disasters. Certain of our manufacturing facilities are located near major earthquake fault lines, including our California and Mexico facilities. We
maintain no earthquake insurance coverage on these facilities. Disruptions of our or our subcontractors� manufacturing operations could cause
significant delays in shipments until we could shift the products from an affected facility or subcontractor to another facility or subcontractor.

In the event of these types of delays, we cannot assure you that the required alternate capacity, particularly wafer production capacity, would be
available on a timely basis or at all. Even if alternate wafer production capacity is available, we may not be able to obtain it on favorable terms,
which could result in a loss of customers. We may be unable to obtain sufficient manufacturing capacity to meet demand.

Due to the highly specialized nature of the gallium arsenide semiconductor manufacturing process, in the event of a disruption at our Newbury
Park, California wafer fabrication facility, alternate gallium arsenide production capacity would not be readily available from third-party
sources. Although we have a multi-year agreement with another foundry that guarantees us access to additional gallium arsenide wafer
production capacity, a disruption of operations at our Newbury Park wafer fabrication facility or an interruption in the supply of epitaxial wafers
used in the gallium arsenide process could have a material adverse effect on our business, financial condition and results of operations,
particularly with respect to our wireless communications products.

Other wafer manufacturing processes we rely on, including the silicon germanium process, are also highly specialized. In the event of a
disruption at Jazz Semiconductor, we may be required to seek alternate specialty-process production capacity from other third-party sources.
These processes are available from a limited number of third-party sources, including a foundry partner to whom we recently licensed our silicon
germanium process technology. We cannot assure you that we would be able to obtain adequate external specialty-process wafer manufacturing
capacity on favorable terms, or at all.

8.
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We may not be able to achieve manufacturing yields that contribute positively to our gross margin and profitability.

Our operating results are highly dependent upon our ability to produce integrated circuits at acceptable manufacturing yields. Minor deviations
in the manufacturing process can cause substantial manufacturing yield loss, and in some cases, cause production to be suspended.
Manufacturing yields for new products initially tend to be lower as we complete product development and commence volume manufacturing,
and will typically increase as we ramp to full production. Our forward product pricing includes this assumption of improving manufacturing
yields and, as a result, material variances between projected and actual manufacturing yields have a direct effect on our gross margin and
profitability. The difficulty of forecasting manufacturing yields accurately and maintaining cost competitiveness through improving
manufacturing yields will continue to be magnified by the ever-increasing process complexity of manufacturing semiconductor products. We
also face pressures arising from the compression of product life cycles which requires us to bring new products to market faster and for shorter
periods while maintaining acceptable manufacturing yields and quality without, in many cases, reaching the longer-term, high-volume
manufacturing conducive to higher manufacturing yields and declining costs.

We are dependent upon adequate supplies of raw materials and components.

We believe there are adequate sources for the supply of raw materials and components for the manufacture of our products with suppliers
located around the world. We are currently dependent on two suppliers for epitaxial wafers used in the gallium arsenide semiconductor
manufacturing processes at our Newbury Park facility. Although in the past the number of qualified alternative suppliers for wafers has been
limited and the process of qualifying a new wafer supplier has required a substantial lead-time, more epitaxial wafer capacity has recently
become available and the supplier qualification process has become less lengthy and complex. Nevertheless, while we historically have not
experienced any significant difficulties in obtaining an adequate supply of raw materials, including epitaxial wafers, and components necessary
for the manufacture of our products, we cannot assure you that a significant supplier may not be lost or that a supplier may be unable to meet
performance and quality specifications or delivery schedules.

Our success depends, in part, on our ability to effect suitable investments, alliances and acquisitions; we may have difficulty integrating
companies we acquire.

Although we invest significant resources in research and development activities, the complexity and rapidity of technological changes make it
impractical for us to pursue development of all technological solutions on our own. On an ongoing basis, we review investment, alliance and
acquisition prospects that would complement our existing product offerings, augment our market coverage or enhance our technological
capabilities. However, we cannot assure you that we will be able to identify and consummate suitable investment, alliance or acquisition
transactions in the future.

Moreover, if we consummate such transactions, they could result in:

� issuances of equity securities dilutive to our existing shareholders;

� large one-time write-offs;

� the incurrence of substantial debt and assumption of unknown liabilities;

� the potential loss of key employees from the acquired company;

� amortization expenses related to intangible assets; and

� the diversion of management�s attention from other business concerns.
Additionally, in periods subsequent to an acquisition, we must evaluate goodwill and acquisition-related intangible assets for impairment. When
such assets are found to be impaired, they will be written down to estimated fair value, with a charge against earnings.
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Integrating acquired organizations and their products and services may be expensive, time-consuming and a strain on our resources and our
relationships with employees and customers, and ultimately may not be successful.

We face a risk that capital needed for our business will not be available when we need it.

We believe that our existing sources of liquidity, together with anticipated cash flows from the return of a refundable deposit and cash expected
to be generated from operations will be sufficient to fund our research and development, capital expenditure, working capital and other financing
requirements for at least the next twelve months. However, we cannot assure you that this will be the case and we may need to obtain alternate
sources of financing in the future. We cannot assure you that we will have access to additional sources of capital on favorable terms or at all.

In addition, any strategic investments and acquisitions that we may make to help us grow our business may require additional capital resources.
We cannot assure you that the capital required to fund these investments and acquisitions will be available in the future.

We are subject to the risks of doing business internationally.

For fiscal 2001 and the first six months of fiscal 2002, approximately 71% and 89% of our net revenues, respectively, were from customers
located outside the United States, primarily in the Asia-Pacific and European countries. In addition, we have facilities and suppliers located
outside the United States, including our assembly and test facility in Mexicali, Mexico and third-party foundries located in the Asia-Pacific
region. Our international sales and operations are subject to a number of risks inherent in selling and operating abroad. These include, but are not
limited to, risks regarding:

� currency exchange rate fluctuations;

� local economic and political conditions;

� disruptions of capital and trading markets;

� restrictive governmental actions (such as restrictions on transfer of funds and trade protection measures, including export duties and
quotas and customs duties and tariffs);

� changes in legal or regulatory requirements;

� limitations on the repatriation of funds;

� difficulty in obtaining distribution and support;

� the laws and policies of the United States and other countries affecting trade, foreign investment and loans, and import or export licensing
requirements;

� tax laws; and

� limitations on our ability under local laws to protect our intellectual property.
Because most of our international sales, other than sales to Japan (which are denominated principally in Japanese yen), are currently
denominated in U.S. dollars, our products could become less competitive in international markets if the value of the U.S. dollar increases relative
to foreign currencies. Moreover, we may be competitively disadvantaged relative to our competitors located outside the United States who may
benefit from a devaluation of their local currency. We cannot assure you that the factors described above will not have a material adverse effect
on our ability to increase or maintain our foreign sales.

Our past operating performance has been impacted by adverse economic conditions in the Asia-Pacific region, which have increased the
uncertainty with respect to the long-term viability of certain of our customers and suppliers in the region. Sales to customers in Japan and other
countries in the Asia-Pacific region, principally Taiwan, South Korea and Hong Kong, represented approximately 56% and 75% of our net
revenues in fiscal 2001 and the first six months of fiscal 2002, respectively.

10.
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We enter into foreign currency forward exchange contracts, principally for the Japanese yen, to minimize risk of loss from currency exchange
rate fluctuations for foreign currency commitments entered into in the ordinary course of business. We have not entered into foreign currency
forward exchange contracts for other purposes and our financial condition and results of operations could be affected (negatively or positively)
by currency fluctuations.

Our operating results may be negatively affected by substantial quarterly and annual fluctuations and market downturns.

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

� changes in end-user demand for the products manufactured and sold by our customers;

� the effects of competitive pricing pressures, including decreases in average selling prices of our products;

� production capacity levels and fluctuations in manufacturing yields;

� availability and cost of products from our suppliers;

� the gain or loss of significant customers;

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

� new product and technology introductions by competitors;

� changes in the mix of products produced and sold;

� market acceptance of our products and our customers� products;

� intellectual property disputes;

� seasonal customer demand;

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

� the timing and extent of product development costs.
The foregoing factors are difficult to forecast, and these, as well as other factors, could materially adversely affect our quarterly or annual
operating results. If our operating results fail to meet the expectations of analysts or investors, it could materially and adversely affect the price
of our common stock and other securities.

The value of our common stock may be adversely affected by market volatility.

The trading price of our common stock fluctuates significantly. Since our common stock began trading publicly, the reported sale price of our
common stock on the Nasdaq National Market has been as high as $132.50 and as low as $6.57 per share. This price may be influenced by many
factors, including:

� our performance and prospects;

� the depth and liquidity of the market for our common stock;

� investor perception of us and the industry in which we operate;

� changes in earnings estimates or buy/sell recommendations by analysts;

� general financial and other market conditions; and

� domestic and international economic conditions.
11.
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In addition, public stock markets have experienced, and are currently experiencing, extreme price and trading volume volatility, particularly in
the technology sectors of the market. This volatility has significantly affected the market prices of securities of many technology companies for
reasons frequently unrelated to or disproportionately impacted by the operating performance of these companies. These broad market
fluctuations may adversely affect the market price of our common stock.

We may be subject to claims of infringement of third-party intellectual property rights or demands that we license third-party technology,
which could result in significant expense and loss of our intellectual property rights.

The semiconductor industry is characterized by vigorous protection and pursuit of intellectual property rights. From time to time, third parties
have asserted and may in the future assert patent, copyright, trademark and other intellectual property rights to technologies that are important to
our business and have demanded and may in the future demand that we license their technology. Any litigation to determine the validity of
claims that our products infringe or may infringe these rights, including claims arising through our contractual indemnification of our customers,
regardless of their merit or resolution, could be costly and divert the efforts and attention of our management and technical personnel. We cannot
assure you that we would prevail in litigation given the complex technical issues and inherent uncertainties in intellectual property litigation. If
litigation results in an adverse ruling we could be required to:

� pay substantial damages;

� cease the manufacture, use or sale of infringing products;

� discontinue the use of infringing technology;

� expend significant resources to develop non-infringing technology; or

� license technology from the third party claiming infringement, which license may not be available on commercially reasonable terms, or
at all.

If we are not successful in protecting our intellectual property rights, it may harm our ability to compete.

We rely primarily on patent, copyright, trademark and trade secret laws, as well as nondisclosure and confidentiality agreements and other
methods, to protect our proprietary technologies and processes. In addition, we often incorporate the intellectual property of our customers into
our designs, and we have obligations with respect to the non-use and non-disclosure of their intellectual property. In the past, we have found it
necessary to engage in litigation to enforce our intellectual property rights, to protect our trade secrets or to determine the validity and scope of
proprietary rights of others, including our customers. We expect future litigation on similar grounds, which may require us to expend significant
resources and to divert the efforts and attention of our management from our business operations. We cannot assure you that:

� the steps we take to prevent misappropriation or infringement of our intellectual property or the intellectual property of our customers
will be successful;

� any existing or future patents will not be challenged, invalidated or circumvented; or

� any of the measures described above would provide meaningful protection.
Despite these precautions, it may be possible for a third party to copy or otherwise obtain and use our technology without authorization, develop
similar technology independently or design around our patents. If any of our patents fails to protect our technology it would make it easier for
our competitors to offer similar products. In addition, effective patent, copyright, trademark and trade secret protection may be unavailable or
limited in certain countries.
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We may be liable for penalties under environmental laws, rules and regulations, which could adversely impact our business.

We use a variety of chemicals in our manufacturing operations and are subject to a wide range of environmental protection regulations in the
United States and Mexico. While we have not experienced any material adverse effect on our operations as a result of such regulations, we
cannot assure you that current or future regulations would not have a material adverse effect on our business, financial condition and results of
operations.

In the United States, environmental regulations often require parties to fund remedial action regardless of fault. Consequently, it is often difficult
to estimate the future impact of environmental matters, including potential liabilities. We cannot assure you that the amount of expense and
capital expenditures that might be required to complete remedial actions and to continue to comply with applicable environmental laws will not
have a material adverse effect on our business, financial condition and results of operations.

In connection with our spin-off from Rockwell, we assumed all liabilities in respect of environmental matters related to our current and former
operations. We have been designated as a potentially responsible party and are engaged in groundwater remediation at one Superfund site
located at a former silicon wafer manufacturing facility and steel fabrication plant in Parker Ford, Pennsylvania formerly occupied by us. In
addition, we are engaged in remediations of groundwater contamination at our Newbury Park, California wafer fabrication facility and our
former Newport Beach, California wafer fabrication facility. We currently estimate the remaining costs for these remediations to be
approximately $3.4 million and have accrued for these costs as of March 31, 2002.

Our management team is subject to a variety of demands for its attention.

Our management currently faces a variety of challenges, including the implementation of our strategic manufacturing realignment, the
implementation of our expense reduction and restructuring initiatives, the Wireless Spin-off and the Merger, and the anticipated separation of
our broadband access and Mindspeed Technologies businesses. While we believe that we have sufficient management resources to execute each
of these initiatives, we cannot assure you that we will have these resources or that our initiatives will be successfully implemented.

Certain provisions in our organizational documents and rights agreement and Delaware law may make it difficult for someone to acquire
control of us.

We have established certain anti-takeover measures that may affect our common stock and convertible notes. Our restated certificate of
incorporation, our by-laws, our rights agreement with Mellon Investor Services LLC, as rights agent, dated as of November 30, 1998, as
amended, and the Delaware General Corporation Law contain several provisions that would make more difficult an acquisition of control of us
in a transaction not approved by our board of directors. Our restated certificate of incorporation and by-laws include provisions such as:

� the division of our board of directors into three classes to be elected on a staggered basis, one class each year;

� the ability of our board of directors to issue shares of our preferred stock in one or more series without further authorization of our
shareowners;

� a prohibition on shareowner action by written consent;

� a requirement that shareowners provide advance notice of any shareowner nominations of directors or any proposal of new business to be
considered at any meeting of shareowners;

� a requirement that a supermajority vote be obtained to remove a director for cause or to amend or repeal certain provisions of our restated
certificate of incorporation or by-laws;

� elimination of the right of shareowners to call a special meeting of shareowners; and

� a fair price provision.
We also have a rights agreement which gives our shareowners certain rights that would substantially increase the cost of acquiring us in a
transaction not approved by our board of directors.

In addition to the rights agreement and the provisions in our restated certificate of incorporation and by-laws, Section 203 of the Delaware
General Corporation Law generally provides that a corporation shall not engage in any business combination with any interested shareowner
during the three-year period following the time that such shareowner becomes an interested shareowner, unless a majority of the directors then in
office approves either the business combination or the transaction that results in the shareowner becoming an interested shareowner or specified
shareowner approval requirements are met.
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USE OF PROCEEDS

The selling stockholder will receive all of the proceeds from the sale of any shares of common stock by it pursuant to this prospectus. We will
not receive any proceeds from these sales.

14.
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SELLING STOCKHOLDER

We are registering for resale certain shares of our common stock issuable to the selling stockholder identified below upon the exercise of a
warrant to purchase common stock issued by us to the selling stockholder on March 12, 2002, in connection with the formation of Jazz
Semiconductor. Carlyle controls and is the majority owner of the selling stockholder, and Conexant is a minority holder and a customer of the
selling stockholder. The following table sets forth:

- the name of the selling stockholder;

- the number and percent of shares of our common stock that the selling stockholder beneficially owned prior to the offering for resale of any of
the shares of our common stock being registered by the registration statement of which this prospectus is a part;

- the number of shares of our common stock that may be offered for resale for the account of the selling stockholder pursuant to this prospectus;
and

- the number and percent of shares of our common stock to be held by the selling stockholder after the offering of the resale shares (assuming all
of the resale shares are sold by the selling stockholder).

This information is based upon information provided by the selling stockholder and assumes the sale of all of the resale shares by the selling
stockholder. The term selling stockholder includes the stockholder listed below and its transferees, pledgees, donees or other successors. The
applicable percentages of ownership are based on an aggregate of 258,478,845 shares of our common stock issued and outstanding as of May 3,
2002.

SHARES BENEFICIALLY OWNED SHARES BENEFICIALLY OWNED
PRIOR TO OFFERING NUMBER OF AFTER OFFERING

SHARES BEING
SELLING STOCKHOLDER NUMBER PERCENT OFFERED NUMBER PERCENT

Jazz Semiconductor, Inc. 2,900,000 1.1% 2,900,000 0 *
4311 Jamboree Road
Newport Beach, CA 92660

* Less than 1%.
15.
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PLAN OF DISTRIBUTION

The selling stockholder may sell the resale shares from time to time in one or more transactions at:

� fixed prices;

� market prices at the time of sale;

� varying prices determined at the time of sale; or

� negotiated prices.
The selling stockholder will act independently of us in making decisions regarding the timing, manner and size of each sale. The selling
stockholder may effect these transactions by selling the resale shares to or through broker-dealers. Broker-dealers engaged by the selling
stockholder may arrange for other broker-dealers to participate in the resales. The resale shares may be sold in one or more of the following
transactions:

� a block trade in which a broker-dealer attempts to sell the shares as agent but may resell a portion of the block as principal to facilitate the
transaction;

� a purchase by a broker-dealer as principal and resale by the broker-dealer for its account under this prospectus;

� an exchange distribution in accordance with the rules of the exchange;

� ordinary brokerage transactions and transactions in which a broker solicits purchasers;

� privately negotiated transactions; and

� a combination of any of the above transactions.
We may amend or supplement this prospectus from time to time to describe a specific plan of distribution. If the plan of distribution involves an
arrangement with a broker-dealer for the sale of shares through a block trade, special offering, exchange distribution or secondary distribution,
or a purchase by a broker-dealer, the supplement will disclose:

� the name of the selling security holder and the participating broker-dealer;

� the number of shares involved;

� the price at which the shares were sold;

� the commissions paid or discounts or concessions allowed to the broker-dealer;

� that the broker-dealer did not conduct any investigation to verify the information contained or incorporated by reference in this
prospectus; and

� other facts material to the transaction.
The selling stockholder may enter into hedging transactions with broker-dealers in connection with distributions of the resale shares. In these
transactions, broker-dealers may engage in short sales of the shares to offset the positions they assume with the selling stockholder. The selling
stockholder also may sell shares short and redeliver the shares to close out their short positions. The selling stockholder may enter into option or
other transactions with broker-dealers which require the delivery to the broker-dealer of the resale shares. The broker-dealer may then resell or
otherwise transfer the shares under this prospectus. The selling stockholder also may loan or pledge the resale shares to a broker-dealer. The
broker-dealer may sell the loaned or pledged shares under this prospectus.

Broker-dealers or agents may receive compensation from the selling stockholder in the form of commissions, discounts or concessions.
Broker-dealers or agents may also receive compensation from the purchasers of the resale shares for whom they act as agents or to whom they
sell as principals, or both. A broker-dealer�s compensation will be negotiated in connection with the sale and may exceed the broker-dealer�s
customary commissions. Broker-dealers, agents or the selling stockholder may be deemed to be �underwriters� within the meaning of the
Securities Act in connection with sales of the resale shares. Any commission, discount or concession received by these broker-dealers or agents
and any profit on the resale of the shares purchased by them may be deemed to be underwriting discounts or commissions under the Securities
Act.
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Because the selling stockholder may be deemed to be an �underwriter� within the meaning of the Securities Act, it will be subject to the prospectus
delivery requirements of the Securities Act. In addition, any securities covered by this prospectus which qualify for sale pursuant to Rule 144
under the Securities Act may be sold under Rule 144 rather than under this prospectus. The selling stockholder has advised us that it has not
entered into any agreements, understandings or arrangements with any underwriter or broker-dealer regarding the sale of the resale shares. There
is no underwriter or coordinating broker acting in connection with the proposed sale of the resale shares by the selling stockholder.

We agreed to keep this prospectus effective until the earlier of (i) January 20, 2005, (ii) the date that is 20 days following a termination event
(which means any transaction, occurrence or event where, in connection therewith, stock appreciation rights granted under the Stock
Appreciation Rights Plan of the selling stockholder dated as of March 12, 2002, become fully vested and exercisable pursuant to such plan) or
(iii) when all of the shares have been sold pursuant to the prospectus. The resale shares will be sold only through registered or licensed brokers
or dealers if required under applicable state securities laws. In addition, in certain states the resale shares may not be sold unless they have been
registered or qualified for sale in the applicable state or an exemption from the registration or qualification requirement is available and is
complied with.

Under applicable rules and regulations under the Exchange Act, any person engaged in the distribution of the resale shares may not
simultaneously engage in market making activities with respect to our common stock for a period of two business days prior to the
commencement of the distribution. In addition, the selling stockholder will be subject to applicable provisions of the Exchange Act and the rules
and regulations thereunder, including Regulation M, which may limit the timing of purchases and sales of shares of our common stock by the
selling stockholder or any other person. We will make copies of this prospectus available to the selling stockholder and have informed it of the
need to deliver a copy of this prospectus to each purchaser at or prior to the time of the sale.

We will pay all costs, expenses and fees associated with the registration of the resale shares. The selling stockholder will pay all commissions
and discounts, if any, associated with the sale of the resale shares. The selling stockholder may agree to indemnify any broker-dealer or agent
that participates in sales of the resale shares against specified liabilities, including liabilities arising under the Securities Act. The selling
stockholder has agreed to indemnify certain persons, including broker-dealers and agents, against specified liabilities in connection with the
offering of the resale shares, including liabilities arising under the Securities Act.
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LEGAL MATTERS

The validity of the issuance of the common stock subject to this prospectus will be passed upon for us by Jasmina Theodore Boulanger, Esq., our
Associate General Counsel and Assistant Secretary.

EXPERTS

The consolidated financial statements and the related financial statement schedule incorporated in this prospectus by reference from the
Company�s Annual Report on Form 10-K for the fiscal year ended September 30, 2001 have been audited by Deloitte & Touche LLP,
independent auditors, as stated in their report, which is incorporated herein by reference, and have been so incorporated in reliance upon the
report of such firm given upon their authority as experts in accounting and auditing.

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED OR INCORPORATED BY REFERENCE IN THIS PROSPECTUS.
WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH DIFFERENT INFORMATION. THIS PROSPECTUS IS NOT AN
OFFER OF THESE SECURITIES IN ANY JURISDICTION WHERE AN OFFER AND SALE IS NOT PERMITTED. THE INFORMATION
CONTAINED OR INCORPORATED BY REFERENCE IN THIS PROSPECTUS IS ACCURATE ONLY AS OF THE DATE OF THIS
PROSPECTUS, REGARDLESS OF THE TIME OF DELIVERY OF THIS PROSPECTUS OR ANY SALE OF OUR COMMON STOCK.

18.

Edgar Filing: CONEXANT SYSTEMS INC - Form 424B3

Table of Contents 26


