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I, JULI E. FARRIS, declare as follows:

1. I am a partner of the law firm Keller Rohrback L.L.P., counsel for the Lead
Plaintiff in the above-captioned matter, and am one of the attorneys personally involved in the
litigation of this matter. | have personal knowledge of the matters stated herein and, if called
upon, | could and would competently testify thereto.

2. This Declaration is submitted in support of Lead Plaintiff Gerald del Rosario’s
Motion for Final Approval of Proposed Settlement and Mr. del Rosario’s Motion for Award of
Attorneys’ Fees and Reimbursement of Expenses. For the convenience of the Court, a true and
correct copy of the Stipulation of Settlement, incorporating the changes ordered by the Court at the
June 11, 2008 preliminary approval hearing and subsequent thereto, is attached hereto as Exhibit
A.

3. This firm is the Court-appointed counsel for Lead Plaintiff in this action. The
identification and background of the Keller Rohrback Complex Litigation Group, including the
attorneys who were principally involved in this litigation, is described in the biography attached
hereto as Exhibit B.

4, As Counsel for the Lead Plaintiff in this litigation, | have directed the work
performed in this litigation by this firm and am familiar with the billing practices and records kept
here and by our Phoenix affiliate, Keller Rohrback P.L.C. (collectively, “Keller Rohrback”).

5. In connection with the prosecution of the claims set forth in Lead Plaintiff’s
Consolidated Verified Derivative Complaint in this litigation, Keller Rohrback was involved in all
aspects of the litigation. Keller Rohrback, among other things, performed extensive research and
analysis, investigated claims and drafted an initial complaint and the Consolidated Complaint;
communicated regularly with Mr. del Rosario regarding the claims made, proceedings and status
of the litigation; engaged in research and drafting of Lead Plaintiff’s opposition to the defendants’
motion to dismiss; engaged in both informal and formal discovery, including taking the
depositions of seven party and non-party witnesses and the review of several hundred thousand
documents totaling more than one and a half million pages; retained and worked with multiple
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expert witnesses on Lead Plaintiff’s behalf; engaged in additional motion practice; participated in
extensive settlement negotiations with Defense Counsel over a period of several months, both in
person, and by telephone; negotiated and participated in the drafting of the Stipulation and related
documents, including the notice to Zoran’s shareholders, the proposed preliminary and final
approval orders, and other related documents; and prepared other memoranda and pleadings,
including the motions for preliminary and final settlement approval, including for an award of
attorneys’ fees and reimbursement of expenses.

6. We have managed this litigation so as to maximize efficiency and avoid needless
duplication of effort and will continue to do so throughout the settlement process.

7. For the reasons explained herein, as well as in the accompanying memoranda, the
proposed Settlement is fair, reasonable and adequate and in the best interests of Zoran and its
shareholders, and should therefore be approved. Likewise, the requested award of $1,000,000 in
attorneys’ fees, as well as the reimbursement of this firm’s expenses, is reasonable, and should
also be approved.

8. Attached hereto as Exhibit C is a true and correct copy of the Final Approval Order
entered by the United States District Court for the District of Northern California in In re Applied
Micro Circuits Corp., Slip Opinion, No. CV 06-04269-JW.

0. Attached hereto as Exhibit D are a true and correct copy of the Stipulation of
Settlement and Final Approval Order entered by the United States District Court for the Western
District of North Carolina in In re Family Dollar, Inc. Shareholder Deriv. Litig., Slip Opinion, No.
3:06-CV-00-510(W).

10. Attached hereto as Exhibit E is a true and correct copy of the Final Approval Order
entered by the Superior Court of the State of New York in Hill v. Berdon (“Barnes & Noble”),
Slip Opinion, No. 602389/2006 (N.Y. Sup. Ct., May 5, 2008).

11.  Attached hereto as Exhibit F are a true and correct copy of the Stipulation of

Settlement and the Final Approval Order entered by the United States District Court for the
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Central District of Northern California in In re The Cheesecake Factory Inc. Deriv. Litig., Slip
Opinion, No. 06-06234 (C.D. Cal. April 14, 2008).

12.  Attached hereto as Exhibit G are a true and correct copy of the Stipulation of
Settlement and the Final Approval Order entered by the Pinellas County Court for the State of
Florida in In re Jabil Circuit, Inc., Slip Opinion, No. 06-2917 (Fla. Pinellas County Ct. Apr. 7,
2008.

13.  Attached hereto as Exhibit H are a true and correct copy of the Stipulation of
Settlement and Stipulation of Dismissal with Prejudice entered by the United States District Court
for the District of Massachusetts in In re Sepracor, Inc. Deriv. Litig., Slip Opinion, No. 06-11759
(D. Mass. Jan. 25, 2008).

l. THE RISKS PRESENTED BY THIS CASE

14. Derivative actions, such as this one, alleging claims arising from the backdating of
stock options, were a very new type of claim at the time this litigation was filed. While similar
lawsuits were filed against a number of companies, the practice itself and the related potential
violations of law were first detected in March 2006, just several months before this case was filed.
The body of law governing such practices and the pleading standards for bringing such cases had
yet to be developed. To date, although a number of such derivative suits have been filed, few, if
any, have been resolved successfully at trial.

15. Even on the best facts, courts have acknowledged the difficulty of successful
resolution of such cases. In this case, Lead Plaintiff faced several hurdles, including the fact that
neither the SEC nor the U.S. Attorney have taken any enforcement action against the Company.
These findings were consistent with Zoran’s own internal investigation, which was undertaken by
a special committee of Zoran’s board of directors that was formed to investigate Zoran’s historic
stock option practices, and which found no intentional misconduct.

16. Defendants also asserted a number defenses that further increase the risk of
continued litigation, including good faith reliance on their attorneys and accountants, the

exculpatory clause in Zoran’s articles of incorporation, issues relating to Mr. del Rosario’s
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standing, and a renewed challenge to demand futility. All of these facts were taken into
consideration by counsel in evaluating the risks of litigation when compared to the potential
benefits of prompt resolution through settlement.

17. Moreover, litigation of this action to conclusion through trial (and possible appeals)
would be costly, given the complexity of the issues presented, when compared to the potential
recovery. The costs of discovery, retention of expert witnesses, statistical analysis and on-going
litigation costs would be very expensive, possibly without commensurate benefit to the Company.

18. A finding of liability would require careful presentation and analysis of complex
and lengthy public filings, stock option plan documents, complex corporate financial and
accounting matters and sophisticated judgments about fiduciary obligations and corporate
governance matters. In addition, Lead Plaintiff faced the risk that the finder of fact would accept
Defendants’ damage analysis, which could have resulted in a very limited recovery, even if
liability were established.

19. Risks also exist with respect to the potential for recovery of any damage award on
behalf of the Company, resulting either from insurance coverage issues or indemnification issues,
or both.

20.  Applying a standard “decision tree” analysis to this case yields the result that Lead
Plaintiff faced a cognizable risk of losing this case. Defendants asserted numerous separate,
independent defenses to this suit, both factual and legal, any one of which, if successful, could
have resulted in a judgment in Defendants’ favor. It is a unique feature of a plaintiff’s case that
plaintiff must survive every step along the way, from a motion to dismiss to summary judgment
through trial and appeals. While Lead Plaintiff has survived Defendants’ Motion to Dismiss, a
loss at any of these remaining stages would be fatal to his case.

1. THE CONTINGENT NATURE OF THE LITIGATION

21. Lead Plaintiff filed his initial complaint on September 26, 2006, nearly two years
ago. Since that time, Lead Plaintiff’s Counsel has advanced all costs of litigation and performed

all the work necessary to protect the interests of the Company and its shareholders, consistent with
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Federal Rule of Civil Procedure 23.1, without any interim payment or assurance of ever receiving
compensation for the time and effort expended.

22. Federal Rule of Civil Procedure 23.1 provides that attorneys’ fees in derivative
actions are set by the Court, not as a matter of contract between client and attorney (as happens in
a traditional contingent fee arrangement). Because of the risk presented and the large investment
of time and money that would likely be required, the only circumstance under which Keller
Rohrback would have agreed to represent a plaintiff in this case is with the expectation that, if a
successful result was obtained, counsel would petition the Court for an award of fees and expenses
consistent with Rule 23.1 and with the expectation that the Court, in awarding attorney’s fees,
would fully consider the various risks assumed by Counsel.

11, THE SKILL AND EXPERIENCE OF COUNSEL

23.  On February 14, 2007, this Court appointed Keller Rohrback as Counsel for Lead
Plaintiff, stating that “[a]ll work for lead plaintiff must be performed by Keller Rorhbach [sic.] and
Keller Rorhbach [sic.] only. No co-counsel shall be allowed without court approval and then only
upon a showing of good cause.” (Dkt. No. 46).

24.  As the Court is aware, Counsel is experienced in successfully handling complex
multi-party litigation, including securities class actions and shareholder derivative lawsuits, and
have served or are serving as Lead or Co-Lead Counsel in a number of similar cases. See Exhibit
B. The firm’s Complex Litigation Group has extensive knowledge, experience and resources to
facilitate discovery, analyze financial and accounting forensic issues and manage document
intensive cases.

25. Bringing all of its experience and resources to bear, Counsel worked diligently to
obtain the best possible result in this litigation, striving to conduct both the litigation and the

settlement negotiations as efficiently as possible to avoid needless duplication of effort.
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IV. THE SCOPE OF WORK PERFORMED IN THIS CASE

A. The Litigation.

26.  On June 12, 2006, a derivative lawsuit was filed in the Northern District of
California, titled NECA-IBEW Pension Fund v. Galil, et al., No. 06-03742-WHA.. The action was
later voluntarily dismissed on December 4, 2006. A shareholder class action suit filed against
Zoran, titled In re Zoran Corp. Sec. Litig., No. 06-04843, was also brought in this district, and was
voluntarily dismissed on March 20, 2007.

27. On September 9, 2006, another derivative lawsuit was filed in the Northern District
of California, titled Pfeiffer v. Zoran Corporation, et al., No. 06-5503-WHA. Mr. del Rosario
initiated his lawsuit on September 26, 2006. On December 8, 2006, the Court entered its Order
consolidating these cases. (Dkt. No. 21).

28. Thereafter, Mr. del Rosario was appointed Lead Plaintiff on January 18, 2007 (Dkt.
No. 37). On February 14, 2008, after being vetted by the Court, Keller Rohrback was appointed
Counsel for Mr. del Rosario. (Dkt. No. 46).

29.  One month later, on March 14, 2007, Lead Plaintiff filed his Consolidated Verified
Derivative Compliant. The Complaint is 150 pages (378 paragraphs) in length and contains
detailed allegations of the Defendants’ wrongdoing. Before filing this and Mr. Del Rosario’s
earlier complaint, Lead Plaintiff’s Counsel conducted extensive research of public filings,
including review of all relevant disclosures regarding the stock option grants in question,
statistical analysis of each purported grant, research into the stock option and trading activity by
each defendant or potential defendant during the relevant period and other research of publicly
available information. Counsel also conducted extensive research into potential claims and
defenses at issue in this case.

30. On April 11, 2007, nominal Defendant Zoran and the Individual Defendants moved
to dismiss the Consolidated Complaint on the grounds that Lead Plaintiff had failed to make pre-

suit demand on Zoran’s board or alleged facts sufficient to establish that such a demand would
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have been futile and, further, that the Complaint failed to state a claim upon which relief could be
granted.

31.  On June 5, 2007, the Court ruled that the Complaint alleged facts sufficient to
excuse demand at the pleading stage, while dismissing certain of Lead Plaintiff’s causes of action
on standing, statute of limitations, and other grounds. Thereafter, Defendants answered the
Complaint, asserted various affirmative defenses, and the parties commenced discovery.

32. The parties have engaged in substantial discovery. Lead Plaintiff’s Counsel has
received and reviewed several hundred thousand documents, consisting of over a million and a
half pages, from Defendants and third parties.

33. Lead Plaintiff’s Counsel deposed seven party and non-party witnesses, including
members of Zoran’s Board of Directors, Compensation Committee, and Audit Committee, as well
a member of the Special Committee tasked with investigating Zoran’s historical stock option
practices. In addition, Lead Plaintiff deposed Dr. Gerzberg (Zoran’s CEO and President), Mr.
Schneider (Zoran’s VP of Finance and CFO), and two Zoran employees who had responsibilities
over, or were otherwise involved in, Zoran’s stock option program. In addition, Counsel for all of
the parties had noted several additional party and non-party depositions.

B. Negotiations and Settlement

34.  Settlement discussions with the Defendants were protracted and hard-fought, taking
place over a span of several months, both in person, by telephone, and by correspondence.

35. On September 11, 2007, the parties conducted Court-ordered mediation
proceedings before the Honorable Charles A. Legge of JAMS. Thereafter, the parties continued
their settlement discussions and had numerous face-to-face meetings and telephone conferences,
with and without Judge Legge, in furtherance of a possible resolution of the Derivative Litigation.
Among other things, the parties exchanged extensive information relating to the grants challenged
in the Derivative Litigation, and Lead Plaintiff conducted substantial discovery.

36.  Thereafter, on February 26, 2008, Lead Plaintiff moved for preliminary approval of
a proposed stipulation of settlement involving the cancellation or repricing of certain stock
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options, the implementation of certain corporate governance measures and other provisions,
including payment of Lead Plaintiff’s Counsel’s fee. On April 7, 2008, the Court denied
Plaintiff’s Motion for Preliminary Approval.

37. From March through mid-May, counsel for the parties engaged in a substantial
amount of additional discovery. Plaintiff’s Counsel served additional discovery requests on
Defendants, to which Defendants responded; deposed additional party and non-party witnesses;
and reviewed hundreds of thousands of additional pages of documents. Defendants likewise
served, and Plaintiff responded to, a number of contention interrogatories, requests for admissions,
and requests for production.

38. Guided by the Court’s April 7, 2008 Order and the additional facts uncovered
during the discovery that occurred subsequent to its being entered, the Parties also engaged in
further settlement negotiations, both in person and telephonically. All of these negotiations were
conducted in good faith and at arm’s-length. After several rounds of offers and counteroffers, the
Parties came to an agreement and executed the Stipulation of Settlement on May 29, 2008, which
the Court preliminarily approved on June 11, 2008. (Dkt. No. 198).

39. All told, as the above summary demonstrates, Lead Plaintiff’s Counsel was
dedicated to this case, and diligently pursued the relevant claims, despite the significant risks.
These efforts were the necessary groundwork for the Settlement ultimately obtained.

V. THE RESULT ACHIEVED

40.  The Stipulation provides that in exchange for Plaintiff’s dismissal of this action
with prejudice and a release of claims, Zoran will receive substantial monetary and non-monetary
consideration.

41.  The Defendants have agreed to cause $3,395,000 in cash to be paid to Zoran. Of
this amount, $296,250 will be paid by Defendant Gerzberg, and $98,750 will be paid by
Defendant Schneider. The remaining $3,000,000 will be paid to the Company on behalf of the

Individual Defendants through applicable insurance. Stipulation, § 2.4(a).
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42. In addition, Defendants Gerzberg, Schneider, and Stabenow will reprice the

following options to the adjusted exercise price reflected in Zoran’s April 20, 2007 restatement of

financials:

Defendant Grant Date Exercise Price Adjusted Price # of Options
Gerzberg, Levy 8/09/02 $12.36 $14.69 42,375
Schneider, Karl 9/19/01 $11.52 $15.47 11,563
Schneider, Karl 8/9/02 $12.36 $14.69 43,750
Stabenow, Arthur 3/16/01 $8.67 $11.49 3,750

43. Dr. Gerzberg has also agreed to cancel the following stock options as further

consideration:

Defendant Grant Date | Exercise Price |Black-Scholes Value (per share) | # of Options

Gerzberg, Levy | 7/15/03 $24.78 $1.22 289,107

Gerzberg, Levy 7/28/00 $27.33 $0.96 135,000

44, Using the Black-Scholes method, and the Company’s closing stock price on May
13, 2008, the cancellation of these options will confer $482,310 in value to the Company. This
represents the amount of profit that Dr. Gerzberg personally received from the allegedly backdated
portion of the August 2002 stock option grant. See Stipulation, at Exhibit A; Corrected Affidavit
of Chris W. Johnson (Dkt. No. 193-2), at pp. 8-11.

45.  The cash contributions made by Gerzberg and Schneider, the repricings, and the
cancellation of options by Gerzberg will convey substantial benefit to Zoran and combine to
ensure that the Individual Defendants have not, and will not, profit themselves from any of the
allegedly backdated grants they received that were ultimately remeasured as a result of the Special
Committee’s investigation of the Company’s stock option practices.

46.  The Stipulation also provides that Zoran, through its Board of Directors, will adopt
the corporate governance measures identified in paragraphs F through EE of Attachment A to the
Stipulation, not less than 30 days after the Judgment has become Final as defined in the
Stipulation. As additional consideration for the Settlement, both the measures previously adopted

by the Company in September 2006 (paragraphs A through E) and the additional measures
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(paragraphs F through EE) identified in Attachment A shall continue for a period of at least three
years. Stipulation, Exhibit A, at Attachment A.

47.  While it is difficult to put a price tag on the corporate governance reforms, | believe
that they confer a legitimate benefit to the Company and its shareholders and will prevent the
recurrence of issues that gave rise to this litigation. Moreover, resolution of this action, without
further protracted litigation, will also benefit Zoran and its shareholders by sparing the Company
and its management from the distraction of further pre-trial motion practice, and a trial on the
merits, which would be costly to the Company regardless of the outcome.

48. The scope of the release in the Settlement is narrowly tailored. It releases only
those claims that were alleged or “closely related thereto” and is limited in time such that it does
not release any claims that arose after Lead Plaintiff filed his Consolidated Complaint on March
14, 2007.

VI. THE TIME AND EFFORT DEDICATED TO THIS CASE

49, I have gathered and reviewed the time and expense reports from my firm. Below is
a summary of the work performed by Keller Rohrback in this litigation.

50. In total, Lead Plaintiff’s Counsel devoted more than 5,000 professional hours to the
prosecution of this case. The work performed included investigation of claims, formal and
informal discovery, successful opposition to Defendants” motion to dismiss, and negotiation of the
proposed Settlement. At all times Keller Rorhback allocated work internally in a manner designed
to maximize efficiency, and as sole counsel, the firm performed substantially all of the work so
that duplication of effort or overlap resulting from the involvement of multiple law firms was not
an issue.!

51. If these hours had been billed on an hourly basis, the lodestar (hours multiplied by
current billing rates) for this professional time would be approximately $1.9 million dollars. As

part of the negotiations required by this Court during Lead Plaintiff’s selection of counsel,

! Prior to appointment of Lead Plaintiff and Lead Counsel, Keller Rohrback worked with local
counsel Lovitt & Hannan, Inc.
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however, Keller Rohrback agreed to base any fee request upon 2007 billing rates. Applying these
rates results in a total lodestar, through July 15, 2008 of $1,855,423.60.2 Counsel expects that
additional time will be expended before the Settlement is final, in order to attend relevant
hearings, respond to shareholder inquiries or objections, if any, and other matters.

52.  The schedule attached hereto as Exhibit | is a detailed summary indicating the
amount of time spent by each attorney and paralegal at Keller Rohrback who was involved in this
litigation. The lodestar calculations are based on the firm’s 2007 billing rates, in effect at the time
Lead Counsel was appointed. The schedule was prepared from contemporaneous, daily time
records regularly prepared and maintained by the firm, which are available at the request of the
Court.

53.  The hourly rates for the attorneys and paralegals at Keller Rohrback included in
Exhibit | are the same as the rates charged in 2007 for their services in non-contingent matters
and/or which have been accepted and approved in other class action or derivative litigation.

54. The $1,000,000 requested for fees represents approximately 53% of Keller
Rohrback’s actual lodestar using contemporaneous billing rates, or 56% of the lodestar based on
2007 rates. The proposed fee, therefore, is a significant savings to the Company and its
shareholders, as it represents a fraction of what the Company could be expected to pay to
compensate counsel for a successful result obtained outside the context of a Settlement.

55. Counsel will also undoubtedly expend additional hours with respect to this
litigation in connection with obtaining final approval of the proposed settlement. No additional
compensation is sought for this work.

56. Lead Plaintiff’s Counsel has advanced significant expenses in the litigation. The
expenses incurred in this action are commercially reasonable and are reflected on the books and
records of Keller Rohrback. These books and records are prepared from expense vouchers, check

records and other source materials and represent an accurate recordation of the expenses incurred.

2 The elimination of time spent on the fee request made here, and time devoted to the previously
denied preliminary approval motion, would reduce the lodestar amount by approximately 500
hours, for a total amount of $1,667,970.20.
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57. As part of the negotiations conducted prior to appointment of Lead Counsel, Keller
Rorhback agreed to certain limitations to costs, achieved through careful negotiations with
vendors and limits on certain usual and customary charges. These accommodations resulted in
significant savings to the Company and its shareholders that are not reflected in the request for
expense reimbursement.

58.  As detailed in Exhibit J, consistent with the agreement described above, Keller
Rohrback requests a total of $363,243.92 in unreimbursed expenses in connection with the

prosecution of this litigation.

VIl. NOTICE TO ZORAN SHAREHOLDERS AND COMPLIANCE WITH THE
PRELIMINARY APPROVAL ORDER

59. In its June 11, 2008 Preliminary Approval Order and subsequent orders thereto, this
Court set out certain requirements for giving notice to Zoran’s shareholders, which have been
satisfied. Specifically, on or before June 23, 2008, at least 56 days in advance of the Final
Approval Hearing, a written notice in the form specifically approved by the Court was mailed to
all Zoran shareholders of record with instructions to distribute the same to all beneficial
shareholders. An affidavit of mailing prepared by the Garden City Group, the company retained
to distribute the Notice, is attached as Exhibit K, to this Declaration.

60. Further, on or before June 25, 2008, pursuant to this Court’s order, Lead Plaintiff’s
Counsel also posted the Notice, Stipulation, Preliminary Approval Order, Motion for Preliminary
Approval, Consolidated Complaint, and other relevant documents on a dedicated section of its
website, http://www.kellersettlements.com/zoran.html, for the public to access and review.
Copies of the instant motion and related documents will also be posted on the website within three
business days of their filing with this Court. As of July 17, 2008, the Zoran section of the website
had received 140 “hits.”

61. Lead Counsel has also published in the Notice and on its settlement website a toll-

free number dedicated to inquiries regarding the Zoran settlement. As of July 17, 2008, the firm
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had received approximately six telephone calls and one email request for additional information
and has responded to all such calls, typically within 24 hours.

62. To date, Lead Plaintiff’s Counsel has not received any objections to the proposed
Settlement, but notes that the deadline for submission of such objections has not yet expired. In
the event that any objections are received on or before the deadline, Counsel will respond to them
by separate filing, consistent with this Court’s Preliminary Approval Order.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Executed this 18th day of July, 2008, at Seattle, Washington.

/s/ Juli E. Farris
Juli E. Farris
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CERTIFICATE OF SERVICE

I, Diana Au, hereby certify that a true and correct copy of the foregoing DECLARATION
OF JULI E. FARRIS IN SUPPORT OF LEAD PLAINTIFF'S MOTION FOR FINAL
APPROVAL OF DERIVATIVE SETTLEMENT, INCLUDING AWARD OF ATTORNEYS'
FEES AND REIMBURSEMENT OF EXPENSES is being served this date upon all parties on the
ECF notification list, by electronic notification.

Dated July 18, 2008.

/s/ Diana Au
Diana Au
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