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Presentation

Operator
Ladies and gentlemen, thank you for standing-by. Welcome to the EZchip Fourth Quarter and Year-End 2010 Results
Conference Call. All participants are at present in listen-only mode. Following management's formal presentation,
instructions will be given for the question-and-answer session. [Operator Instructions]. As a reminder, this conference
is being recorded February 10, 2011.

I would like to remind everyone that forward-looking statements for the respected company's business, financial
condition and results of its operations are subject to risks and uncertainties which could cause actual results to differ
materially from those contemplated. Such forward-looking statements include but are not limited to, product demand,
pricing, market acceptance, changing economic conditions, risks and product and technology development and the
effect of the company's accounting policies as well as certain other risk factors which are detailed from time-to-time in
the company's filings with the various securities authorities.

I would now like to hand over the call to Mr. Ehud Helft of CCG Investor Relations. Mr. Helft, please go ahead.

Ehud Helft, CCG Investor Relations
Thank you, operator and good day, everybody. I would like to welcome all of you to EZchip's fourth quarter and full
year 2010 conference call and thank EZchip's management for hosting this call.

With us on the line today is Mr. Eli Fruchter, the CEO and Mr. Dror Israel, the CFO.

Before we begin, I'd like to point out that during this call certain non-GAAP financial measures will be discussed.
These non-GAAP measures are used by management to make strategic decision and focus future results. And the
company believes that these figures provide a better method of evaluating the company's current performance. A full
reconciliation of the company's non-GAAP financial measures to GAAP financial measures is included in the earning
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release issued earlier today.

I would now like to hand over the call to EZchip's CEO, Eli Fruchter. Eli?

Eli Fruchter, President and Chief Executive Officer
Thank you, Ehud. Good day, everyone and welcome to our fourth quarter and full year 2010 conference call. This has
been a very strong year for EZchip. We generated our highest revenue in history, reaching $62 million at 55% over the
2009, with annual gross margin for the years surpassing 75%.

Net income increasing 117%, over the last year, reaching the record 30.4 million and our cash position increasing by
$34 million in 2010, reaching over $100 million at key event.

Throughout 2010, we became the vendor of choice for high speed merchant network processor for many client. Ending
the year with most of the world's leading carrier Ethernet networking vendors being EZchip's clients, developing the
next generation product based on our NP-4 processor. We believe this result our testament to our innovative and market
leading technology, long-term product as well as strong customer base. As we move ahead, we intend to continue to
grow both our top and bottom-line as we serve to leverage this co-fundamentals to drive growth for years to come.

Now to the fourth quarter and yield summary in further detail. The fourth quarter of 2010 was a record quarter for
EZchip as we generated the highest quarterly revenue in our history reaching $17.1 million, up 5% from the third
quarter and up 73% compared to fourth quarter last year.

Gross margin for the quarter reached 74.7% which fared with our prudent expense management enable us to present a
healthy non-GAAP net income of $8.6 million for the quarter. Several more this quarter we increased our cash balance
by $8.2 million to $101.3 million, with zero debt at the end of the year.

Looking at our annual and quarterly revenues in further detail. 2010 revenues from our specialized NP-3 processors
sold through Marvell to the major CESR vendor, grew 300% in 2010 to $12.6 million, reaching 20% of 2010 revenues
up from $3.1 million or 8% of revenues in 2009.

Quarterly revenues for Marvell totaled $2.2 million, reaching 17% of revenues in the fourth quarter down 55%
sequentially and up 146% from the fourth quarter of 2009. We believe that excess inventory that was created in the first
quarter of 2010 was consumed during the fourth quarter of 2010 and we've somewhat continue to be consumed in the
first quarter of 2011 as well.

We continue to be excited by the strong growth potential that Marvell represent with the specialized NP-3 and with the
specialized NP-4, which has won several additional important platform at the major fees of CESR vendor with high
volume potential.

We continue to believe that the major CESR vendor is early in the ramp of its NP-3 based platform and Marvell add the
potential to become our largest customer. 2010 revenues from our largest customer Juniper grew 16% in 2010 to $25
million reaching 40% of our 2010 revenues, up from $21.6 million or 54% of revenues in 2009.

Quarterly revenue from Juniper totaled $6.8 million reaching 40% of revenues in the fourth quarter, up 11%
sequentially and down 9% from the fourth quarter of 2009. In our last earning calls, we noted that we believe that we
will see an increase in year-over-year sales to Juniper in 2010 versus 2009, and possibly in 2011 versus 2010 as well.
Our expectations for 2010 versus 2009 has materialized.

Looking forward, based on our current backlog, we anticipate a significant decline in sales to Juniper in Q1, compared
with fourth quarter of 2010.

We believe the expected decline is mostly a result of seasonal patterns as well as an inventory adjustment. Due to the
Q1 decline, it is possible that our full year 2011 sales to Juniper will decline versus 2010 despite in apparent continued
increase in Juniper sales of MX product that are based on the NP-2.
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As we told that into 2011, we expect to be able to better face the Juniper and update you on our next earning calls. It is
important our net -- to reiterate the 1 and NP-2 revenues from Juniper are expected to decline sooner or later, we expect
such revenues to be more than offset by future NP-3 and NP-4 revenues from other customers.

2010 revenues from China's second largest networking and telecom equipment vendor ZTE, grew 300% in 2010 to $6
million, reaching 10% of our 2010 revenues, up from $1.5 million or 4% of revenues in 2009.

Quarterly revenues from ZTE totaled $1.6 million reaching 9% of revenues in the fourth quarter, down 13%
sequentially and up 162% from the first quarter of 2009. Similar to Juniper, we believe that excess inventory that was
created by ZTE in the first quarter of 2010 will be consumed during the first quarter of 2011, resulting in a significant
decline in revenues from ZTE in the first quarter.

We continue to believe that ZTE is still early in it's ramp up and continue to be excited by the growth potential that
ZTE represents with the NP-3 and the NP-4 that has won several additional important platform as ZTE with volume
potential.

All other customers as a group, excluding Marvell, Juniper and ZTE grew 32% in 2010 to $18.4 million reaching 30%
of our 2010 revenues, up from $14 million or 34% of revenues in 2009. Quarterly revenues from all other customers
totaled $6.5 million reaching 38% of revenues in the fourth quarter, up 87% sequentially and up 65% from the fourth
quarter of 2009.

In our last earnings call, we noted that we saw some push-outs from Q3 to Q4 and estimated a very strong sequential
growth from our other customers in the fourth quarter which was correct. Looking ahead, there are several large CESR
customers in these Group including Huawei that are now designing several important platform based on the NP-4 and
have the potential of becoming 10% customers once they move to production with these NP-4 based platform.

Turning now to some of our key achievements in 2010, NP-4 proves to be a winner and has gained a design win from
the vast majority of high volume CESR platform, the few high speed merchant NPUs.

Five of the 12 CESR vendors are building NP-5 based platform with revenue potential which we believe is
approximately four times the revenue of NP-2 and NP-3 combined. We expect NP-4 to move into production in the
second half of 2011 when it is expected to self generating meaningful revenues.

As we already communicated, we currently estimate that NP-4 will likely reach peak sales around 215, two to three
years following the expected peak of NP-3 that is now in the ramp up phase. In 2010, we produced the NP-5 and during
the fourth quarter we got our first NP-5 design wins with Tier-1 customers. The NP-5 doubled NP-4 processing power
and port density. We are extremely encouraged by this very early wins of the NP-5 that we initially did not expect to
win until the second half of 2011, when the NP-4 is expected to actually move to production. The early wins come
from NP-4 customer that view the NP-5 as the natural next step of the NP-4 based CESR platform.

As with NP-4, we believe the NP-5 will provide a significant time to market advantage or the competing solution. And
our key goal now is to make the NP-5 as successful as the NP-4 is expected to be. And ensure continued growth
beyond 2015.

During 2010, we completed our NPA family production into the access market. And in the first quarter we started to
ship production parts. We continue to win NPA designs and continue developing additional NPA products that are
broadening our offering. And we believe that we will be able with time to increase our market shares in the access
network.

As we had anticipated, customers can attain significant benefit from the common architecture of course so high speed
and access product line and we are seeing many of our customers, including Tier-1 customers adopting both NP and the
NPA line.

In fact, customers that have designs for the NP line in the past are now also building products with NPA and vice-versa.
We believe that some of these designs would not have been won otherwise.
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During 2010, we also opened a new design center in Kiryat Gat, a city located in the southern part of Israel. In that new
design center, we are now developing a new product line, which we believe will significantly increase our total
available market. We are at a very early stage of development and it will take several years for the new product line to
generate revenues.

The new development activity is increasing our R&D expenses. Accordingly, our OpEx is expected to grow from a
little over $17 million in 2010 to around $23 million in 2011. We are excited by the new products line potential as are
the limited number of strategic customers that we are working closely with in the development process.

With regards to 2011, I would like to reiterate that what I said in the last earning call. We believe the anticipated
continued strong growth of our NP-3 combined with significant NP-2 revenues and initial NP-4 and NPA revenues will
translate to continue the year-over-year growth in 2011. We believe that all our NP-3, NPA and NP-4 customers we
grow in 2011 versus 2010 and that growth will more than offset a decline in revenues from NP-2 that is likely to occur
in 2011. Either way, our long-term gross prospect remain intact. We believe that gross margins in 2011 will continue to
increase versus 2010 and be in the 77% range with annual OpEx at the $23 million range.

With regards to guidance for the upcoming quarter, we expect to see a single-digit decline in revenues in the first
quarter of 2011 compared to the first quarter of 2010. As we see inventory adjustments from several customers. We
believe that the gross will resume in the second quarter of 2011 and increased significantly in the second half of 2011
when the NP-3 based systems continue to ramp and the NP-4 based systems enter production.

We reported today a record quarter but with short-term guidance for revenue declined. The design cycles in our
business are very long and therefore our present activities influence our long-term and determine our revenue in three
to seven years from now.

NP-3 is now only starting to ramp up, NP-4 production revenues are yield and our long-term outlook today is stronger
than --.

I would now like to turn over the call to our CFO, Dror Israel for a more detailed financial review. Dror.

Dror Israel, Chief Financial Officer
Thank you, Eli.

In order to better understand our business, we are providing both GAAP and non-GAAP results. While we discuss the
non-GAAP results on this call, the GAAP results and the reconciliation between the figures are included in our
earnings release.

The non-GAAP financial measures exclude the effect of stock-based compensation, amortization of intangible asset,
changes in deferred tax assets and net loss affiliated to noncontrolling interest.

Now to the results. Revenues for the fourth quarter of 2010 totaled 17.1 million, up 33% from the 12.9 million in the
fourth quarter of 2009 and up 5% from the 16.4 million in the prior quarter.

Juniper accounted for 6.8 million or 40% of revenues for the quarter are well accounted for 2.2 million or 13% of
revenues, representing early production shipments of our leading CESR customers.

ZTE accounted for 1.6 million or 9% of revenues for the quarter. Other customers which include some of the world's
other Tier-1 networking vendors at the group, accounted for 6.5 million or 38% of revenues. For the year, revenue
totaled 62 million, up 55% from 40 million last year.

Juniper, our largest customer accounted for 25 million or 40 % of annual revenues. Marvell accounted for 12.6 million
or 20% of revenues. ZTE accounted for 6 million or 10% of revenues and our other customers as a group accounted for
18.4 million or 30% of revenues.
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Non-GAAP gross margin for the quarter totaled 74.7%, up from the 72.7% in the fourth quarter of 2009 and down from
the 76.9% last quarter. Non-GAAP gross margin for the year reached 75.2% compared to 72.6% gross margin last year.
As we have mentioned in the past, the special version NP-3 processor that we sell through Marvell, there is a royalty
model and as Marvell represent a larger share of our revenues, we expect gross margins to grow accordingly. We
therefore expect gross margins for 2011 to be in the 77% range.

Non-GAAP R&D expenses, net, for the quarter and for the year totaled 2.8 million and 10.7 million respectively. This
amount included 0.6 million and 3.2 million for the quarter and year respectively in R&D grants received from the
Israeli Office of the Chief Scientist. On a gross basis, our R&D expenses for the quarter totaled 3.4 million and 13.9
million for the year.

Non-GAAP operating expenses for the quarter totaled 4.5 million compared to 4 million in the fourth quarter last year
and compared to 4.2 million in the prior quarter. Operating expenses for the year totaled 17.4 million compared to 16
million in 2009. We expect that the annual OpEx level in 2011 will be around 23 million with the OpEx growth
resulting primarily from a significant increase in our R&D staff in Kiryat Gat.

Non-GAAP operating income for the quarter was 8.3 million, an increase of 55% from the 5.4 million operating
income in the fourth quarter last year and similar to the 8.4 million operating income in the prior quarter. Non-GAAP
operating income for the year reached 29.3 million more than double the 13.1 million operating income in 2009.
Non-GAAP net income for the quarter totaled 8.6 million, an increase of 55% from the 5.5 million last year and
slightly below the 8.7 million in the previous quarter. Non-GAAP net income for the year reached 30.4 million
compared to 40 million net income in 2009.

Moving over to the balance sheet, cash, cash equivalents and marketable securities totaled 101.3 million as of
December 31, 2010, compared to 93.1 million at the end of the previous quarter. Cash generated from operations
during the quarter was 5.5 million, cash used in investing activities was 0.1 million and cash provided by financing
activities was 2.9 million, resulting from the exercise of stock options.

With that, I would like to open the call for the Q&A session. Operator?

Questions And Answers

Operator
Thank you. [Operator Instructions]. The first question is from Daniel Meron of RBC Capital Market. Please go ahead.

Daniel Meron
Thank you. Hi, Dror and Eli. My first question, can you quantify the... when you say single-digit, are we looking at
low, mid or high single-digit decline for the first quarter. And then, can you give us some sense on what kind of growth
should we expect in 2011 overall versus 2010?

Eli Fruchter, President and Chief Executive Officer
So as for the, what the single-digit means Daniel is, we give a below the range because we... right now we cannot do
better than that. So, you should look at it as 1 to 9, 10%

Daniel Meron
Okay, understood. And then for 2011, can you give us some sense on what could be the extend of the growth?
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Eli Fruchter, President and Chief Executive Officer
I think that the growth in... you asked about 2011 right?

Daniel Meron
Right.

Eli Fruchter, President and Chief Executive Officer
So, you know 2011, the NP-4, first of all the NP-3 still ramping up. And as I said already, actually all of our customers
except for Juniper which is unclearized now will grow this year. And the rate of our growth will depend obviously on
the growth of all of our... all other customers and the growth of Juniper or a declined from Juniper which right now we
are still not sure what will happen.

Daniel Meron
Right.

Eli Fruchter, President and Chief Executive Officer
And that can obviously have an effect on our total growth. As we move into the second half of the year NP-4 and we
believe that that will accelerate our growth and that will also obviously go into 2012 that will probably grow more
quickly than 2011.

Daniel Meron
Understood. And then, couple more questions, the first one do you still think it's the growth in 2011. Are we talking
double-digits although the range may be is double-digits are still global given the drop in the first quarter?

Eli Fruchter, President and Chief Executive Officer
We have not provided the guidance, so and we don't intend to start providing guidance. We are just giving guidance in
the third quarter. We do not have the visibility to give annual guidance. I believe that we will grow this year based on
the gross from all the customers and as I said, Juniper will be fine what that gross will be.

Daniel Meron
Okay.

Eli Fruchter, President and Chief Executive Officer
It could be... easily be little bit.

Daniel Meron
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Okay. And then as we look into further our 2012 and beyond. I mean what is there... is there some form of outlook she
can provide with as far as the growth trajectory? And then also, what's seem that the earnings that you can see on a
three, five year basis?

Eli Fruchter, President and Chief Executive Officer
I think that Daniel you ask a lot of questions about forecast and/or guidance which we don't give. And the fact that
there is a down quarter now in Q1 because of inventory corrections or adjustment does not change all of you. We don't
see any change in the long-term, we don't see any change in our future, we don't see any change. We just see a quarter
where several large customers are adjusting their inventories, all at the same time.

Look at Q4, you will see Q4 that we just announced. There was a pretty large inventory adjustment at Marvell and we
see did well. So when we have several large customers adjusting inventories, at the same time there is a down quarter.
But it does not change in anyway everything that we said so far about our future.

Daniel Meron
Okay, understood. Thank you.

Eli Fruchter, President and Chief Executive Officer
Thank you. Daniel.

Operator
The next question is from Joseph Wolf with Barclays Capital. Please go ahead.

Joseph Wolf
Thanks. I guess along the same lines. I could not focused on the guidance. I just focused on the timing and the
inventory.

I mean if we look at the fourth quarter, inventory grew in a similar to Marvell inventory. Is that inventory of NP-3,
NP-4, could you go into little bit of detail about what you were expecting and I guess we're six weeks or so into the first
quarter. Was that built in anticipation of a better first quarter? And/or how does that poised through for the rest of the
year in terms of where you would like to be managing inventory levels? And then I guess what the other customers
where we saw such a big jump in 4Q which I suppose as more developing products. Do you think that there was a
seasonal end of year push to get some of these next generation design when it's going and that should... and the growth
in the other customers will subside a little bit as we move through the year

Eli Fruchter, President and Chief Executive Officer
Thank you, Joseph. Let me start with your second question and I will then let Dror talk about the inventory. As far as
the jump in other customer, we've said in the last quarter, in the last quarter earnings call that we see a push out from
Q3 to Q4. And we said then that we anticipate a big increase in the revenues from other customers in Q4. So, this is not
a surprise and this also not an indication. We did not continue to see such increases quarter-to-quarter. I think that what
we should look is that we should look at Q3 and Q4 may be combined with Q3 for other customers. And was below
and Q4 was above.
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Joseph Wolf
Okay. Thank you.

Dror Israel, Chief Financial Officer
Hi Joseph. So, regarding the inventory we do not provide the specific numbers for a product breakdown. But in general,
we try to keep inventory levels to a minimum targeting three-to-three months forward.

Now in Q3 last year, we started to feel some pressure on the supply chain. And therefore, we start to accumulate stock
and you saw that both in Q3 and then in Q4 reaching to a level of 4.5 million, which represent a normal quarter ahead.
And we of course did not anticipate the kind of deep that we are going to see in Q1.

Joseph Wolf
Okay. And just a final follow up again with maybe not to harm too much on the guidance. When you talk about a return
to growth in 2Q, could we see 2Q or is there enough visibility for 2Q to be back to 4Q levels or was just be a slow
recovery out of 1Q?

Eli Fruchter, President and Chief Executive Officer
Extremely still early to say what it will be, but it will be a lot closer to Q4 than Q1.

Joseph Wolf
Great. Thank you very much.

Dror Israel, Chief Financial Officer
I really don't know, it's still early to say what exactly that level will be.

Joseph Wolf
All right, thank you.

Eli Fruchter, President and Chief Executive Officer
You're welcome. Thank you, Joseph.

Operator
The next question is from Jeff Schreiner of Capstone Investments. Please go ahead.

Jeffrey Schreiner
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Yes. Good day, gentlemen. Thank you very much for taking my question. The first question I just want to pose in a
way to go on a historical sense, Eli. Was the inventory issue that we were seeing kind of through Q4 and now in the
Q1, it's similar to the CM issue we saw with Juniper back in the second quarter of '09?

Eli Fruchter, President and Chief Executive Officer
You're asking... Hi, Jeff. You're asking specifically about Juniper now or...

Jeffrey Schreiner
No, just the context of the issue back in Q2 '09 when you had I think an overhang of inventory to contract
manufacturer. So I think you disclosed at a later point in time was working with Juniper. And I am just wondering if
even though it's across several customers this inventory correction if it's similar in nature to that type of inventory issue
that you saw back in Q2 '09?

Eli Fruchter, President and Chief Executive Officer
It's similar but now it involves more customers that in Q2 of '09 it was just Juniper and now it's broader than that, but
yeah it's similar. In addition to that there is some seasonality and if you follow the Juniper's results they spoke about a
down quarter in Q1. So a down quarter in Q1 in is a bit typical and that adds to I would say to the inventory
adjustments. I would say that it's a combination of both.

Jeffrey Schreiner
Okay. Thank you for your color there. And then certainly should I heard you right in how you said some things, but
should we now understand that you have multiple customers signed up for NP-5 at this time?

Eli Fruchter, President and Chief Executive Officer
Yes.

Jeffrey Schreiner
And you stated that they were customers who had already signed in NP-4 agreement and saw the need to move on to
NP-5, correct?

Eli Fruchter, President and Chief Executive Officer
Yes. And that's I think that's very... I would say a very natural step for customers because of all the investments that
customers make in NP-4. They are likely to move to NP-5. And if the question is really the timing and it happened a
little bit earlier than we predicted. We felt that it would only start happening when customers are moving to production
with NP-4, but it's happening earlier than that and we are very pleased with that because NP-5 will only start to sell
sometime in 2013 probably '14. And if we can secure those design wins today and if we get all of our NP-4 customers
to commit 25 then we will feel pretty comfortable about our goals beyond 2015.

So that's a long-term seeing, it's going to take yield. But this is really what we are working on daily basis. We cannot do
much about our current revenues. We can do a lot about our revenues in three, four, five, six, seven years from now.
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Jeffrey Schreiner
And just as a follow-up to that, Eli. Could you help us understand maybe how many customers are your NP-4 have not
signed up yet? And also if you could give us just directionally. Certainly you have customers that are shipping now and
are going to transition to the NP-4, and you have customers that the NP-4 will be their first platform. Could you help us
in context maybe as best you can understand the shape and breadth of the NP-5 agreement?

Eli Fruchter, President and Chief Executive Officer
So first of all it's still a small number of the customers. I did not expect it to happen until the second half of this year or
maybe even the beginning of next year. I don't know, want now to be in a position that I have to report for each one that
is added. Our goal is to involve NP-4 customers move to NP-5 and currently based on what we're seeing in the market.
We're seeing that's highly possible, but I don't want to discuss one-by-one right now.

Jeffrey Schreiner
Okay. Fair enough. Just one last question, and I'll jump off. I appreciate your time, gentlemen.

Eli you talked about maybe not being able to give guidance on a longer basis. And things are kind of hinder you right
now in terms of your visibility into the business. But I'm just wondering, can you give us a little bit more confidence as
to why you think to be a little bit more bullish about the second half versus the first half? Obviously, we got the stepped
on an inventory.

But, where you kind of generating that visibility to come up with that the statements you've made today about second
half stream.

Eli Fruchter, President and Chief Executive Officer
The only bid for is between sales tax and second half is that NP-4 is added in the second half. So we expect NP-4 to be
in production in the second star generating revenue. That's the only difference. And at the same time we expect the
NP-3 that is now ramping up to continue to ramp in the first quarter and so in the first half and the second half as well.
So it is just the addition of the NP-4.

Jeffrey Schreiner
Okay. Thank you very much for your time gentlemen.

Eli Fruchter, President and Chief Executive Officer
You are very welcome Jeff. Thank you.

Operator
The next question is from Paul McWilliams from Next Inning Technology Research. Please go ahead.

Paul McWilliams
Hi guys. Thanks for taking my question. On the NP-4, will you go and tape out those quarter on that?
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Eli Fruchter, President and Chief Executive Officer
I could not understand the question.

Paul McWilliams
I am sorry. Where are you on the NP-4 tape out and the NP-4 special version tape out for Marvell?

Eli Fruchter, President and Chief Executive Officer
Okay. So we've taped out the NP-4 long time ago. We actually received samples, over a year ago and we are in a long
process of testing by us and by our customers. And a product like that of such complexity requires some changes in
fixes and that's what we are doing on ongoing basis. And when I'm talking about second half production, I mean that
the product would actually be in production meaning that all the testing and qualification is done but we have not
provided any information about the different phases of the testing or if we do tape out for anything like this.

Paul McWilliams
Okay. Are you in a similar position for the special provision of the NP-4 for Marvell?

Eli Fruchter, President and Chief Executive Officer
We are in the similar position, yes.

Paul McWilliams
Okay. Do you expect sequential revenue growth from Marvell in Q1?

Eli Fruchter, President and Chief Executive Officer
Yes, yes.

Paul McWilliams
Okay. Is Marvell inventory carried on your balance sheet or is that strictly on Marvell's balance sheet.

Eli Fruchter, President and Chief Executive Officer
Strictly on Marvell's balance sheet, we are only getting the royalties.

Paul McWilliams
Okay. What was the royalty that you had to pay to OCS in Q4?
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Eli Fruchter, President and Chief Executive Officer
Was close to 600,000 accumulating for about 1.7 million throughout 2010.

Paul McWilliams
Okay. And on 2011, you have given us OpEx guidance which I appreciated very much, and I presume that is
non-GAAP guidance. When is the OCS credit that's included in there.

Eli Fruchter, President and Chief Executive Officer
We anticipated to be quite similar to 2010 around 3 million. 3, 3.2 million, something like that.

Paul McWilliams
Okay. Do you foresee moving away from taking OCS trends anytime in 2011 or 2012?

Eli Fruchter, President and Chief Executive Officer
This is something that we are continue to evaluate each year. And when we feel that we are starting to pay more royalty
to the OCS then we get the grant. Then we think about it. What you don't see, you see the end picture but it is
composed of many products. So usually what we will do is have the OCS participate in the more riskier, more
long-term projects and such of the new operations that we have in Kiryat Gat or the NP-5 stuff like that and not on the
current product that are already in production.

Paul McWilliams
OCS was used for NP-3, NP-4 and NPA, correct?

Eli Fruchter, President and Chief Executive Officer
Correct.

Paul McWilliams
Okay. Well very good, let me just... that is all my questions. Thank you very much.

Eli Fruchter, President and Chief Executive Officer
Thank you.

Dror Israel, Chief Financial Officer
Thank you, Paul.
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Operator
The next question is from Jay Srivatsa of Chardan Capital Markets. Please go ahead.

Jay Srivatsa
Thanks for taking my question. If I hear it correctly you're saying the business from Marvell was increased in Q1? Are
we to infer that your gross margin profile will improve in Q1 as well sequentially?

Dror Israel, Chief Financial Officer
Yeah. It is going to be about 76% in Q1 and about 77% for 2011.

Jay Srivatsa
Okay. Back to Juniper, you mentioned you expect the full year revenues in 2011 to be sequentially lower than what you
had in 2010. Are you expecting drop offs in every quarter or do you expect it to be lumpy as you look at 2011 from
Juniper?

Eli Fruchter, President and Chief Executive Officer
I expect it to be lumpy and I don't necessarily expect it to drop off, so I said that it could go other ways. The first
quarter as we said we see a very significant decline which will make it tough for the all yield to be up but I am not
saying that it's impossible.

Jay Srivatsa
Okay. On your OpEx you mentioned that 23 million is towards design center, a new design center. Could you give us a
little bit of insight into what you expect to be the objective of this design center?

Eli Fruchter, President and Chief Executive Officer
The objective of the design center is really to develop a new product line which will increase our total available market
pretty significantly, but it's going to take several years before we see revenues from this new product line. And for now
we have still not discussing the product line. It was important for us to explain the increase in OpEx from 17 to 23
million, which is a big increase compared to the increase that we had from 2009 to 2010 which was a very small
increase.

Jay Srivatsa
Okay. Last question, you said you expect NP-4 to ramp up in the second half of this year modestly. Could you give us
some insight to what you expect your product mix to be between NP-2, NP-3 and NP-4 as you exit 2011?

Eli Fruchter, President and Chief Executive Officer
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We are not providing product mixes, we only provide customer mix when a customer is above 10%. But NP-4 would
start to be a meaningful in the second half and more meaningful next year. As I said many times, revenue potential of
NP-4 is four times the NP-2 and NP-3 combined. And therefore, we expect a ramp up to be quicker than the NP-2 or
the NP-3.

So we expect stronger impact that we start in the second half. It will be as you said still modest but it will... overall
second half plus next year it will ramp up pretty quickly we believe.

Jay Srivatsa
All right, quick question for Dror. What do you expect to be the tax rate in 2011?

Dror Israel, Chief Financial Officer
Zero.

Jay Srivatsa
Okay. Thanks, Eli. Thanks, Dror.

Eli Fruchter, President and Chief Executive Officer
Thank you, Jay.

Operator
The next question is from Adam Benjamin of Jefferies & Co. Please go ahead.

Adam Benjamin
Hey, guys. Obviously a lot of difference follow-ups only see if I can go out a little bit differently. On the Q1 guidance
Eli, you talked about Cisco being up, I'm assuming up slightly but you did have a big fall in Q4. And then as it relates
to the declines, I'm assuming Juniper, ZTE and other as above at those three each declining. Just curios if you can give
us some order of magnitude on a percentage basis. How you would rank those declines on a sequential basis into Q1?

Eli Fruchter, President and Chief Executive Officer
You know we guided the single-digit decline is a very useful. We would be below 13.5 in revenues. And so that's
specific decline, the decline from Juniper will be by far the biggest one.

Adam Benjamin
On a percentage of dollars basis?

Eli Fruchter, President and Chief Executive Officer
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Both

Adam Benjamin
Got you. And then just, you clarified some comments regarding some color you gave regarding Q2 in the second half.
It seems that you indicate that you were expecting a little bit recovery in Q2 but then a bigger ramp up in the second
half, obviously driven by NP-4. But then you seem to indicate as well that you would get close to Q4 levels in Q2.

So, I'm just trying to reconcile those two comments and trying to understand the flow of the revenue as it comes back in
2011.

Eli Fruchter, President and Chief Executive Officer
So, it's really early to say. But it's possible to look at the decline in Q1. As that pointed to decline that happened and the
rest of the year we look the same, that's possible. We are not certain about this year but that's possible.

Adam Benjamin
Okay. And then just following up on Juniper, I know last quarter you indicated that you thought Juniper would grow
now or three months later and you believe that it may not now. So I was curious if you can maybe give some color as to
what's changed in your mind from what you're seeing. If you look at what Juniper is talking about in terms of their MX
3D as it replaces the MX. It's a pretty massive growth for the MX 3D that they've seen over the last three quarters in
terms of traction for that product. And it would appear as Q1 is probably the first quarter where they flip flop and they
sell more MX 3D versus MX platform at year end. So I was just curious if you continue to see that crossover into the
rest of 2011.

And with the SRX platform that you're in obviously representing closer to maybe 25% of your Juniper revenue, a much
smaller percent not going away. It would seem to indicate that potentially Q1 was is a reflection of more than just
inventory and a reflection of Juniper's product mix and a change going forward. So given that dynamic I'm just curious
what your thoughts are there?

Eli Fruchter, President and Chief Executive Officer
So it's through that MX 3D that Juniper's on ASIC is going faster. And if I remember correctly in Q4 it was 40% of the
total MX revenue. And the 60% was the MX that uses the NP-2. Now that 60% actually presented a
quarter-over-quarter increase in sales of the MX that uses the NP-2. So the MX that uses the NP-2 is now declining. It
is still going and we don't have an indication that for the forecast that we see that it will decline. So, but at the same
time, we see big inventory adjustments. So we are trying to be conservative and actually ignore the fact that the MX is
still going at Juniper according to what they say.

Adam Benjamin
Okay. And then just as a follow up on that Eli. If we were to see and as you point out MX did grow in Q4 sequentially
after declining for two quarters in a row. But if we were to see the MX decline of the Q4 level later this quarter.

Would that be some indication that potentially the shift between MX and MX 3D is potentially happening in a faster
way then you originally thought?
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Eli Fruchter, President and Chief Executive Officer
Actually originally I felt that it will start to decline last year and the fact that it grew last year was a surprise for me,
very pleasant one. So I was expecting it to decline a lot sooner than it is. Now, I am not sure if it's going to decline or
not to be seen. The indications based on the focus that we see, we don't see it. When we see that inventory adjustment
it's a red light. But I really don't know but I also same that it's not important because we are looking at the long-term
and in the long-term, we assume that we will see zero revenues from Juniper.

And the question how quickly that will happen. I think that this year we will grow even if Juniper will decline sharply. I
think that we'll still grow. And next year, I think we'll grow even faster because of the NP-4 that will become a lot more
meaningful. There are several customers for NP-4 that could be the size of Juniper each. So I think that we spend a lot
of time around that a short term thing but it's really not that important.

Adam Benjamin
Okay. That was helpful, Eli. Appreciate guys. Thanks.

Eli Fruchter, President and Chief Executive Officer
Thank you, Adam.

Operator
The next question is from Sandeep Shyamsukha with Auriga USA. Please go ahead.

Sandeep Shyamsukha
Thanks for taking my question. My first question was regarding your revenue recognition policy to Marvell. I mean is
it on a sell-through basis or is it on a sell in basis to the end customer...?

Eli Fruchter, President and Chief Executive Officer
Hi Sandeep. So, the Marvell revenues that we are getting on a royalty base and we get relative growth. Once we get the
relative growth, we can recognize revenues and what happened is that we leave one month of each quarter meaning that
we have one month late. For example, for Q4 we did not recognized the royalties for December. In Q1, we will
recognize December, January and February.

Sandeep Shyamsukha
Okay. So it's offset by time but it still on a kind of sell in business. You don't know exactly when Marvell is shipping
those ships to the end customer.

Eli Fruchter, President and Chief Executive Officer
We don't know exactly when they ship that but of course once they ship its included in the royalty report.
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Sandeep Shyamsukha
Okay. Sounds good

Eli Fruchter, President and Chief Executive Officer
Okay.

Sandeep Shyamsukha
Okay. If you could just go in your previous comment you said that even if Juniper declines sharply in 2011, you still
expect to grow year-over-year. So in this context I mean what would sharp imply I mean something like 25% decline in
Juniper revenue?

Dror Israel, Chief Financial Officer
We don't exactly know. But as we said, if we look at the appraisable forecast, then we believe that even if the Juniper
will go down. And again, we are taking into account the comments that we hear from the Juniper conference call
talking about the NP-2 based MX product line still going. And eventually, this implies from levels of NP-2 that they
will have to purchase.

So if we are missing something significant and eventually it will go for then it can be any number. And as Eli
mentioned, eventually the revenues that we would see from Juniper will be viewable. We don't think it will happen this
year or even next year.

Sandeep Shyamsukha
Okay. And if you could also go into how your NPA you expected to do this year I mean do you expected to be let's say
10% of our revenue for 2011?

Eli Fruchter, President and Chief Executive Officer
NPA is really just starting, it's shift the first quarter for the first time in production, it takes time to take some market
share, to get all those designing into production. So, we will grow NPA revenues I believe, we all believe and increase
our market share. But right now it's a little early to provide a more accurate answer about NPA.

Sandeep Shyamsukha
Okay. And regarding NP-4 ramp up time, I mean can you give us some ideas in terms of how NP-3 ramp up I mean
from the time it went into production. I mean when did it become meaningful I mean if you could just provide some
historical contacts here?

Eli Fruchter, President and Chief Executive Officer
There is a good slide in our investor's presentation that shows their lifetime of our product. And this I remember
correctly it shows about three to four years of ramp up and now that two to three years when the product reaches that
the peak and then it starts to decline. And overall it's about eight to 10 years the lifetime of the product. So, the NP-3
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actually started production in 2008 that's when we started to ship it. The NP-2 we started in 2005 and the NP-4, we will
start now in 2011. We see that there is a three year gap more or less between each product generation.

Sandeep Shyamsukha
Okay, thank you. That's all I had.

Eli Fruchter, President and Chief Executive Officer
Thank you, Sandeep.

Operator
The next question is from Liam of Scotia Capital. Please go ahead.

Analyst
Hi, guys. Good commentary on the design wins. I just wanted to get a little bit of detail on the new R&D, the new
products that you are targeting. Would this still be in more or less a routing in transport or are you moving beyond that
enterprise and other applications?

Eli Fruchter, President and Chief Executive Officer
We don't provide information about the nature of that product line is?

Analyst
Okay, okay. When do you expect to give us some clarity on what that is?

Eli Fruchter, President and Chief Executive Officer
I believe that sometime later this year.

Analyst
And NP-5, you said you have a Tier-1 design. I'm going to have to assume that is going to be your big new customer
here. But within that why do you think they're developing it so much earlier than you start. I guess when is it... because
they want to get exclusivity. Is it because they future I guess... do you expect to be exclusive at all or anything like
that? I just want to know why it's little bit early than you'd expect.

Eli Fruchter, President and Chief Executive Officer
I've seen that... first of all we didn't say a customer, we said customers, it's more than one and we didn't say which
customer. And I think that the designing early on with NP-5. As I said it is kind of a surprise to us. We did not expect
it. Seeing this customers learn to... they design their platforms that they want to use in the market for many years. They
want to see a old mix and they want to feel safe about that old mix, so they want to engage early to make sure that... we
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obviously we pull the puzzle or something like that we do things quickly.

Analyst
And my final question is, obviously you say that is going to go down to zero eventually. And that other customers will,
some cases might be even bigger than Juniper. I have your presentation, investment presentation in front of me. Do you
expect in terms of the new customer mix. Do you expect it to be mainly Chinese guys that are growing or the European
guys that are growing or the Japanese that will be the one that will kind of ramp up after?

Dror Israel, Chief Financial Officer
If you have our observation in front of you. You can look at slide that's shows our target customers especially in the
CESR out column. And each one of those can be come a 10% customer.

Analyst
Okay, great. Thanks a lot guys.

Dror Israel, Chief Financial Officer
Thank you very much.

Operator
There no further question at this time. For on the call over to Mr. over the concluding statement. I would like to remind
participants the replays this call will be available on the Company's website www.ezchip.com

Mr. Fruchter, would you like to make your concluding statement?

Eli Fruchter, President and Chief Executive Officer
Yes, thank you everyone for joining the call today. I am looking forward to talk to all of you again next time. And
hopefully provide good news for the long-term as well as for the short-term. Thank you.

Operator
Thank you. This concludes the EZchip fourth quarter 2010 results conference call. Thank you for participation. You
may go ahead and disconnect.

This transcript may not be 100 percent accurate and may contain misspellings and other inaccuracies. This transcript
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special or punitive damages in connection with the furnishing, performance or use of such transcript. Neither the
information nor any opinion expressed in this transcript constitutes a solicitation of the purchase or sale of securities
or commodities. Any opinion expressed in the transcript does not necessarily reflect the views of Bloomberg LP.
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