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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
SCHEDULE 14A
(Rule 14a-101)

INFORMATION REQUIRED IN PROXY STATEMENT
SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934

Filed by the Registrant S Filed by a Party other than the Registrant

Check the appropriate box:

S Preliminary Proxy Statement

o Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
o  Definitive Proxy Statement

o Definitive Additional Materials

o  Soliciting Material Pursuant to §240.14a-12

Vialta, Inc.

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
Payment of Filing Fee (Check the appropriate box):

o No fee required.
S Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and 0-11.
(1) Title of each class of securities to which transaction applies:

Common Stock, par value $0.001 per share

(2) Aggregate number of securities to which transaction applies:

As of March 31, 2005, 51,043,665 outstanding shares of Common Stock, which includes vested options to acquire
2,146,167 shares of Common Stock at a per-share exercise price of less than $0.36. Outstanding shares excludes
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32,039,840 shares held by Victory Acquisition Corp., which will be cancelled as of the effective time of the merger.
Outstanding options excludes options held by Fred S.L. Chan, which will be cancelled as of the effective time of the
merger and stapled options to purchase common stock of ESS Technology, Inc. ( ESS Technology ) and shares of
Vialta s Common Stock which the company believes, based on the average strike price relative to the current price of
ESS Technology common stock, will not be exercised.

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the
amount on which the filing fee is calculated and state how it was determined):

The proposed maximum aggregate value of the transaction, for purposes only of calculating the filing fee, is
$18,418,643, which is the sum of (a) the product of (i) the 51,043,665 shares of Common Stock that are proposed to
be converted into the right to receive the merger consideration, multiplied by (ii) the merger consideration of $0.36
per share of Common Stock, plus (b) the product of (i) 2,146,167, the number of shares of Common Stock underlying
vested options to purchase such shares at a per-share exercise price of less than $0.36, multiplied by (ii) the amount by
which the per-share merger consideration of $0.36 exceeds the $0.34 per share weighted average exercise price of
such options. The filing fee equals the proposed maximum aggregate value of the transaction multiplied by .0001177.
Outstanding shares excludes 32,039,840 shares held by Victory Acquisition Corp., which will be cancelled as of the
effective time of the merger. Outstanding options excludes options held by Fred S.L. Chan, which will be cancelled as
of the effective time of the merger and stapled options to purchase common stock of ESS Technology and shares of
Vialta s Common Stock which the company believes, based on the average strike price relative to the current price of
ESS Technology common stock, will not be exercised.

(4) Proposed maximum aggregate value of transaction:

$18,418,643

(5) Total fee paid:

$2,168

£  Fee paid previously with preliminary materials.

£  Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the
Form or Schedule and the date of its filing.

(6) Amount Previously Paid:

(7) Form, Schedule or Registration Statement No.:

(8) Filing Party:

(9) Date Filed:
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VIALTA, INC.
48461 FREMONT BOULEVARD
FREMONT, CALIFORNIA 94538
Dear Vialta Stockholder:

You are cordially invited to attend a special meeting of the stockholders of Vialta, Inc. to be held on ,
2005 at a.m., local time, at the Fremont Marriott, 46100 Landing Parkway, Fremont, CA 94538.

At the special meeting, you will be asked to consider and vote upon a proposal to approve and adopt the merger
agreement between Vialta and Victory Acquisition Corp., a company controlled by Vialta s chairman, Fred S.L. Chan,
and the merger contemplated thereby. You will also be asked to consider and vote upon a proposal to adjourn the
special meeting if necessary to permit further solicitation of proxies in the event there are not sufficient votes at the
time of the special meeting to approve the merger agreement.

Under the terms of the proposed merger, all stockholders of Vialta, other than Victory Acquisition Corp. and Fred
S.L. Chan, his wife Annie M.H. Chan, trusts established for the benefit of their children and a related entity, who are,
directly or indirectly, investors in Victory Acquisition Corp. (the participating stockholders ) as well as stockholders
who have perfected or not lost or waived the benefit of appraisal or dissenters rights, would receive $0.36 per share in
cash, and Mr. Chan and the other participating stockholders would acquire 100% ownership of Vialta, Inc. Shares held
by the company would be canceled without any payment.

The all-cash price of $0.36 per share represents a 50% premium to the average closing price of Vialta common
stock for the 30 days prior to the March 28, 2005 announcement of the offer and a 60% premium to the closing price
of Vialta common stock on the day before the announcement of the merger.

Our Board of Directors, in accordance with the recommendation of a special committee of the Board of
Directors, unanimously, with Mr. Chan abstaining, recommends that stockholders vote FOR approval and
adoption of the merger agreement and the merger and FOR the proposal to adjourn the special meeting if
necessary to permit further solicitation of proxies in the event there are not sufficient votes at the time of the
special meeting to approve the merger agreement. A Special Committee of independent directors was appointed to
evaluate the merger, and after direct negotiations with Mr. Chan and careful consideration, including a thorough
review with its independent advisors and the receipt of a fairness opinion from its independent financial advisor,
unanimously determined that the merger is fair to and in the best interests of Vialta s stockholders other than the
participating stockholders.

Your vote is very important to us. Approval and adoption of the merger agreement and the merger requires
the affirmative vote of a majority of the shares outstanding as of , 2005, the record date for the
special meeting. Accordingly, whether or not you plan to attend the special meeting in person, please complete,
sign, date and return the enclosed proxy in the accompanying self-addressed postage pre-paid envelope (or, if
your shares are held in street name by a broker, nominee, fiduciary or other custodian, follow the directions
given by the broker, nominee, fiduciary or other custodian regarding how to instruct it to vote your shares) as
soon as possible.

The enclosed proxy statement provides you with detailed information about the proposed merger, the merger
agreement and the special meeting. We urge you to read the entire document carefully, including information
incorporated by reference and included in annexes.

Very truly yours,

Didier Pietri
Chief Executive Officer
Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of this transaction or passed upon the merits or fairness of this transaction or the adequacy or
accuracy of the disclosure in the enclosed proxy statement. Any representation to the contrary is a criminal
offense.
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The enclosed proxy statement is dated , 2005 and is first being mailed to stockholders on or about
, 2005.
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VIALTA, INC.
48461 FREMONT BOULEVARD
FREMONT, CALIFORNIA 94538

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD , 2005

To the stockholders of Vialta, Inc.:
We will hold a special meeting of stockholders of Vialta, Inc. on , 2005 at a.m., local time, at the
Fremont Marriott, 46100 Landing Parkway, Fremont, CA 94538. The purpose of the meeting is:

1. to consider and vote upon a proposal to approve and adopt the Agreement and Plan of Reorganization, dated
as of March 28, 2005, by and between Victory Acquisition Corp. and Vialta, Inc. and the merger contemplated
therebys;

2. to consider and vote upon a proposal to adjourn the special meeting if necessary to permit further solicitation
of proxies in the event there are not sufficient votes at the time of the special meeting to approve and adopt the
Agreement and Plan of Reorganization referred to in Item 1 and the merger contemplated thereby; and

3. to transact such other business as may properly come before the special meeting or any adjournments or
postponements of the special meeting.

We have described the merger agreement and the related merger in the accompanying proxy statement, which you
should read in its entirety before voting. A copy of the Agreement and Plan of Reorganization is attached as Annex A
to the proxy statement. The record date to determine who is entitled to vote at the special meeting is ,
2005. Only holders of Vialta, Inc. common stock at the close of business on the record date are entitled to notice of,
and to vote at, the special meeting.

Your vote is important. To make sure your shares are represented at the special meeting, you should, as soon as
possible, complete, sign, date and return the enclosed proxy card (or, if your shares are held in street name by a
broker, nominee, fiduciary or other custodian, follow the directions given by the broker, nominee, fiduciary or other
custodian regarding how to instruct it to vote your shares). You retain the right to revoke your proxy at any time
before it is actually voted by submitting to the Secretary of the company a written notice of revocation, by delivering a
duly executed proxy bearing a later date or by attending the special meeting and voting in person. Please note,
however, that if your shares are held of record by a broker, bank or other nominee and you wish to vote at the special
meeting, you must bring to the meeting a proxy from the broker, bank or other nominee authorizing you to vote the
shares. If you have given voting instructions to a broker, nominee, fiduciary or other custodian that holds your shares
in street name, you may revoke those instructions by following the directions given by the broker, nominee, fiduciary
or other custodian.

By Order of the Board of Directors,

Didier Pietri
Chief Executive Officer
Fremont, California
, 2005
Whether or not you plan to attend the special meeting in person, please complete, sign, date and return the
enclosed proxy in the accompanying self-addressed postage pre-paid envelope (or, if your shares are held in
street name by a broker, nominee, fiduciary or other custodian, follow the directions given by the broker,
nominee, fiduciary or other custodian regarding how to instruct it to vote your shares) as soon as possible.
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FORWARD-LOOKING STATEMENTS

Any statements in this proxy statement about future expectations, plans and prospects, including statements
regarding consummation of the proposed merger and statements contained herein under CERTAIN FINANCIAL
MODELS RELATING TO POTENTIAL BROADBAND PRODUCTS. , constitute forward-looking statements. In
some cases, forward-looking statements may be identified by their incorporation of forward-looking terminology such
as anticipate, believe, continue, estimate, expect, intend, may, should or will and other comparable e
Forward-looking statements are subject to risks and uncertainties, which could cause actual results or outcomes to
differ materially from those currently anticipated. Actual results may differ materially from those indicated by such
forward-looking statements as a result of various important factors, including the matters discussed under Forward
Looking Statements in Vialta s most recent annual report filed with the SEC, as well as factors relating to the proposed
merger contained herein. The forward-looking statements included herein are made only as of the date of this proxy
statement, and Vialta undertakes no obligation to publicly update such forward-looking statements to reflect
subsequent events or circumstances. Notwithstanding the foregoing, in the event of any material change in any of the
information previously disclosed, Vialta will, where relevant and if required by applicable law, update such
information through a supplement to this proxy statement to the extent necessary.

SUMMARY TERM SHEET

Vialta Inc. is delivering this statement to you in connection with its request that you consider and vote upon a
proposal to approve and adopt the Agreement and Plan of Reorganization, dated as of March 28, 2005, by and
between Victory Acquisition Corp. and Vialta, Inc. and the merger contemplated thereby which are referred to in this
proxy statement as the merger agreement and the merger. The merger agreement provides for the merger of Victory
Acquisition Corp. with and into Vialta. Vialta would be the surviving corporation in the merger, and, immediately
following the merger, Fred S.L. Chan and members of his family and affiliated entities would have direct or indirect
ownership of all of the outstanding capital stock of Vialta. This summary term sheet briefly describes the most
material terms of the proposed merger and may not contain all of the information that is important to you. Vialta
urges you to read carefully the entire proxy statement, including the information incorporated by reference and the
annexes. You may obtain without charge copies of documents incorporated by reference into this proxy statement by
following the instructions under WHERE YOU CAN FIND MORE INFORMATION. In this proxy statement, the
terms the company and Vialta refer to Vialta, Inc. and the term Victory refers to Victory Acquisition Corp.

A copy of the merger agreement has been included to provide you with information regarding its terms. It is not
intended to provide any other factual information about us. Such information can be found elsewhere in this proxy
statement and in the other public filings Vialta makes with the Securities and Exchange Commission, which are
available without charge at www.sec.gov.

The merger agreement contains representations and warranties made by the parties to each other. The assertions
embodied in those representations and warranties are qualified by information in confidential disclosure schedules
that were exchanged in connection with signing the merger agreement. While we do not believe that they contain
information securities laws require us to publicly disclose other than information that has already been so disclosed,
the disclosure schedules do contain information that modifies, qualifies and creates exceptions to the representations
and warranties set forth in the attached merger agreement. Accordingly, you should not rely on the representations
and warranties as characterizations of the actual state of facts, since they are modified in important part by the
underlying disclosure schedules. These disclosure schedules contain information that has been included in Vialta s
general prior public disclosures, as well as potential additional non-public information. Moreover, information
concerning the subject matter of the representations and warranties may have changed since the date of the
agreement, which subsequent information may or may not be fully reflected in the companies public disclosures.
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Parties Involved in the Proposed Transaction (page 50)

Vialta, Inc.  Vialta is a Delaware corporation engaged in the business of designing and marketing a limited
number of consumer electronics products. Vialta was incorporated in April 1999 as a wholly owned subsidiary of
ESS Technology, Inc. It became a public company in August 2001, when it was spun off from ESS Technology,
Inc. to operate as a stand-alone entity. Since the spin off, Fred S.L. Chan and members of the Chan family and
related entities, have owned at least a 35% voting interest in Vialta.

Participating Stockholders The participating stockholders consist of Fred S.L. Chan, his wife Annie M.H. Chan,
trusts established for the benefit of their children, and a related entity.

Victory Acquisition Corp. Victory Acquisition Corp. is a recently formed Delaware corporation established by
the participating stockholders for the sole purpose of effecting the merger. The participating stockholders have
contributed to Victory shares of Vialta common stock beneficially owned by them pursuant to the terms of a
stock contribution agreement among Victory and the participating stockholders. The stock contribution
agreement is attached to this proxy statement as Annex B. No cash merger consideration will be paid for shares
that are exchanged for equity securities of Victory or for options held by the participating stockholders. In the
merger, all shares of Victory common stock will be converted into Vialta common stock. As a result of the
merger, the participating stockholders will collectively acquire 100% ownership of Vialta.

The Special Meeting (page 47)
Matters to be Considered (page 47) At the special meeting, stockholders will, among other things, consider and
vote upon a proposal to approve the merger of Victory with and into Vialta and to approve and adopt the merger
agreement.

Date, Time, Place (page 47) The special meeting will be held on , 2005 at a.m., local time, at the
Fremont Marriott, 46100 Landing Parkway, Fremont, CA 94538.

Record Date (page 48)  Vialta has fixed , 2005 as the record date for the special meeting. Only
holders of record of Vialta common stock as of the close of business on the record date are entitled to notice of,
and to vote at, the special meeting and any adjournment or postponement thereof.

Required Vote and Voting Rights (page 48)  Stockholder approval of the merger agreement and the merger
requires the affirmative vote of at least a majority of the shares outstanding as of the record date for the special
meeting. Only holders of record of Vialta common stock as of the close of business on the record date, which
Vialta has fixed at , 2005, are entitled to notice of, and to vote at, the special meeting and any
adjournment or postponement thereof. The required vote for approval of the merger by Victory stockholders was
the affirmative vote of at least a majority of the shares outstanding. The approval of the stockholders of Victory
has already been obtained.

Voting Agreement (page 62) Victory has entered into a voting agreement with Vialta covering the shares of
Vialta common stock it beneficially owns, representing 32,039,840 shares of common stock (or approximately
39% of the shares outstanding) providing, among other things, for such shares to be voted at the special meeting
in favor of approval of the merger agreement. The voting agreement is attached to this proxy statement as

Annex C. In addition, Vialta s directors and executive officers other than Mr. Chan own approximately 5% of
Vialta s outstanding common stock, and have indicated to Vialta their intention to vote in favor of approval of the
merger agreement and the merger.

How Shares are Voted (page 49) You may vote by attending the special meeting and voting in person by ballot
or by completing the enclosed proxy card and then signing, dating and returning it in the postage pre-paid
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envelope provided. Submitting a proxy now will not limit your right to vote at the special meeting if you decide
to attend in person. If your shares are held of record in street name by a broker, nominee, fiduciary or other
custodian and you wish to vote in person at the special meeting, you must obtain from the record holder a proxy
issued in your name.
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Revocation of Proxies (page 49) You may revoke your proxy at any time before it is actually voted by
submitting to the Secretary of the company a written notice of revocation, by delivering a duly executed proxy
bearing a later date or by attending the special meeting and voting in person. Please note, however, that if your
shares are held of record by a broker, bank or other nominee and you wish to vote at the special meeting, you
must bring to the meeting a proxy from the broker, bank or other nominee authorizing you to vote the shares.
Attendance at the special meeting will not, by itself, revoke a proxy. If you have given voting instructions to a
broker, nominee, fiduciary or other custodian that holds your shares in street name, you may revoke those
instructions by following the directions given by the broker, nominee, fiduciary or other custodian.

Structure of the Transaction (page 12)

The proposed transaction is a merger of Victory with and into Vialta, which will be the surviving corporation in
the merger. Following the satisfaction or waiver of other conditions to the merger, the following will occur in
connection with the merger:

all shares of Vialta common stock that are held (1) in the treasury of Vialta, (2) by any wholly-owned subsidiary
of Vialta, (3) by Victory or (4) by any of the participating stockholders will be canceled and retired without any
consideration payable therefor;

each other share of Vialta common stock issued and outstanding immediately before the merger becomes
effective (other than any share as to which a dissenting stockholder has perfected or not lost the benefit of
appraisal or dissenters rights under California or Delaware law) will be converted into the right to receive $0.36
in cash without interest;

each share of Victory common stock will be converted into a share of common stock of Vialta, as the surviving
corporation in the merger; and

each vested stock option held at the effective time of the merger will be converted into the right to receive cash in
respect of such stock option in an amount equal to the product of (1) the excess, if any, of the per-share merger
consideration of $0.36 over the per-share exercise price of such stock option, multiplied by (2) the number of
shares subject to such stock option (which amount will be payable without interest, net of any withholding tax
and subject to the option holder s having executed a written consent on a form provided by Vialta to the effect that
the cash payment is in full consideration for the cancellation of such stock option). As a result of the transaction,
unvested options held by Didier Pietri will accelerate in accordance with his stay bonus agreement and unvested
options issued to directors will accelerate in accordance with the terms of the 2000 Directors Stock Option Plan.
The Merger
Financing (page 36) It is expected that Vialta will use its cash on hand to pay the merger consideration. It is a
condition to Victory s obligation to complete the merger that Vialta have no less than $14.5 million in cash and
cash equivalents as of midnight on the day prior to the closing of the merger. As of March 31, 2005, the company
had over $21 million in cash and cash equivalents. As long as Vialta meets the minimum cash consideration,
Victory has agreed to fund any shortfall in the merger consideration, up to a maximum of $4 million and Fred
S.L. Chan has agreed to lend up to $4 million to Victory. See SPECIAL FACTORS Merger Financing and
TRANSACTION AGREEMENTS Additional Contribution Agreement.

Certain Effects of the Merger (page 34) Among other results of the merger, all currently outstanding shares of
Vialta will be cancelled and the stockholders of Vialta (other than the participating stockholders) will no longer
have any interest in, and will no longer be stockholders of, Vialta and will not participate in any future earnings
or growth of Vialta, and the participating stockholders will own, directly or indirectly, all of the outstanding
shares of Vialta. Following the merger, Vialta common stock will no longer be publicly traded, and Vialta will no
longer file periodic reports with the Securities and Exchange Commission (the SEC ).

3
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The Participating Stockholders Plans for Vialta After the Merger (page 36) Fred S.L. Chan plans to continue to
operate Vialta with a significantly reduced staff, selling the company s current products and focusing research and
development efforts on broadband.

Certain Fraudulent Transfer Risks (page 39) 1If, contrary to the belief of the board of directors, Vialta is

insolvent at the time of the merger or becomes insolvent because of the merger, the funds paid to stockholders

upon completion of the merger may be deemed to be a fraudulent conveyance under applicable law and therefore
may be subject to the claims of Vialta s creditors. If such claims are asserted by Vialta s creditors, there is a risk
that persons who were stockholders at the effective time of the merger would be ordered by a court to return to
Vialta all or a portion of the funds received upon the completion of the merger. The board of directors of Vialta

has no reason to believe that Vialta and its subsidiaries, on a consolidated basis, will be insolvent or otherwise left
with unreasonably small capital immediately after giving effect to the merger.

Federal Income Tax Consequences (page 40) The receipt of cash by a United States holder in exchange for
Vialta common stock will be a taxable transaction for U.S. federal income tax purposes. In general, United States
holders of Vialta common stock who receive cash in exchange for their shares pursuant to the merger (including
any cash received in connection with the exercise of dissenters rights) should be deemed to have received cash
from Vialta pursuant to a redemption of the shares held by such stockholder or pursuant to a sale of such shares.
If the deemed redemption of the shares held by a particular United States holder qualifies as an exchange under
section 302(b) of the Internal Revenue Code of 1986, as amended, which is referred to as the Code in this proxy
statement, or if shares are considered sold, the United States holder will recognize gain or loss for U.S. federal
income tax purposes equal to the difference, if any, between the holder s adjusted tax basis in the shares and the
amount of cash received. If the United States holder holds Vialta common stock as a capital asset, any gain or
loss should generally be a capital gain or loss. If the United States holder has held the shares for more than one
year, any gain or loss should generally be a long-term gain or loss. The deductibility of capital losses is subject to
limitations. Tax matters are very complex, and the tax consequences of the merger to you will depend on
the facts of your own situation. You should consult your tax advisor for a full understanding of the tax
consequences of the merger to you, including the federal, state, local and foreign tax consequences of the
merger.

Appraisal and Dissenters Rights (pages 42 and 49) If you do not vote in favor of approval of the merger
agreement and the merger and you fulfill certain other procedural requirements in a timely manner, whether
under California or Delaware law, as applicable, you will be entitled to a judicial appraisal of the fair value of
your shares. To receive payment of the cash merger consideration after the merger becomes effective, you will be
required, among other things, to waive dissenters and appraisal rights.

Fairness of the Merger; Conflicts of Interest
Vialta s Position as to the Fairness of the Merger, Recommendation of the Board of Directors (pages 22 and
26) Because certain members of Vialta s board of directors have actual or potential conflicts of interest in
evaluating the merger, the board of directors appointed a special committee of independent directors, consisting
of George Cain and Michael Dubester, to evaluate the merger and make recommendations to the board of
directors with respect to the merger agreement. Based on their evaluation, the special committee determined that
the merger agreement and the merger are advisable, fair to, and in the best interests of the company and its
stockholders (other than the participating stockholders) and recommended that the board of directors approve and
adopt the merger agreement and the merger. Acting on the recommendation of the special committee, the board
of directors has approved and adopted the merger agreement and approved the merger. The board of directors,
based in part on the unanimous recommendation of the special committee, unanimous, with Mr. Chan
abstaining, recommends that the Vialta stockholders vote FOR the approval and adoption of the merger
agreement and approval of the merger.

4
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Opinion of Financial Advisor to the Special Committee (page 26) Salem Partners LLC, the independent financial
advisor to the special committee, has delivered an opinion to the special committee and the board of directors

that, as of March 28, 2005 and based on and subject to the assumptions, limitations and qualifications set forth in
the opinion, the cash consideration of $0.36 per share to be paid in the merger to the stockholders of Vialta other
than the participating stockholders and Victory was fair, from a financial point of view, to such stockholders. The
full text of Salem Partners LLC s written opinion is included in this proxy statement as Annex F. You should read
the opinion carefully in its entirety.

Position of the Participating Stockholders and Victory Acquisition Corp. as to the Fairness of the Merger to

Vialta s Stockholders (page 33) Fred S.L. Chan, the other participating stockholders and Victory believe that the
merger is substantively and procedurally fair to the other stockholders of Vialta. In arriving at their position as to
the fairness of the merger, Mr. Chan, the other participating stockholders and Victory considered the factors
considered by the special committee of the board of directors discussed in the section entitled SPECIAL
FACTORS Position of Vialta as to the Fairness of the Merger to Vialta s Stockholders; Reasons for
Recommending the Approval of the Merger Agreement and the Merger, as well as the other factors discussed in
the section entitled SPECIAL FACTORS Position of the Participating Stockholders and Victory Acquisition
Corp. as to the Fairness of the Merger to Vialta s Stockholders.

Interests of Certain Persons in the Merger (page 37) In considering the recommendations of the board of
directors, you should be aware that certain of Vialta s executive officers and directors have interests in the
transaction that are different from, or are in addition to, the interests of Vialta s stockholders generally. The
special committee and the board of directors were aware of these potential or actual conflicts of interest and
considered them along with other matters when they determined to recommend the merger. These interests,
which are discussed in detail in the section entitled SPECIAL FACTORS Interests of Certain Persons in the
Merger, include the following:
Mr. Chan, who abstained from the vote of the board of directors, is Vialta s Chairman and the participating
stockholders, who include Fred S.L. Chan, his wife Annie M.H. Chan, trusts established for the benefit of their
children, and a related entity, have been the largest stockholders of Vialta since the company was founded.
Mr. Chan and the other participating stockholders have contributed 32,039,840 shares of Vialta common stock
(representing approximately 39% of the outstanding common stock) to Victory pursuant to the terms of the
stock contribution agreement in consideration for an equal number of shares of common stock of Victory.
Upon consummation of the merger, Mr. Chan and the other participating stockholders will be the sole
stockholders of Vialta;

Mr. Chan is the President, Treasurer and Secretary of Victory Acquisition Corp. Upon consummation of the
merger, it is anticipated that Mr. Chan will continue in the positions of President, Treasurer and Secretary of
Vialta, as the surviving corporation in the merger;

unvested stock options held by Didier Pietri will accelerate in accordance with the terms of his stay bonus
agreement and unvested stock options held by members of the board of directors (other than Mr. Chan) will
accelerate in accordance with the terms of the 2000 Directors Stock Option Plan. Accelerated options will be
converted into the right to receive cash in an amount equal to the product of (1) the excess, if any, of the per-
share merger consideration of $0.36 over the per-share exercise price of such stock option, multiplied by

(2) the number of shares subject to such stock option. As a result of the acceleration of stock options, Didier
Pietri will be entitled to receive $40,000, each of George Cain and Michael Dubester will be entitled to receive
$2,400 and Matthew Fong will be entitled to receive $1,250 with respect to previously unvested stock options;

the merger agreement provides that indemnification will continue and directors and officers insurance
arrangements made by Vialta before closing will be maintained for a period of six years following the effective
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each member of the special committee will receive $2,000 per meeting attended in person and $1,000 per
meeting attended telephonically in consideration of such member s service on the special committee, with a cap
of $20,000 for the chairman and $18,000 for the other committee member. In addition, the special committee
chairman is entitled to receive an annual fee of $25,000, payable quarterly at the end of each fiscal quarter,
with any remaining balance payable at the effective time of the merger. The foregoing payments are due
without regard to whether the special committee recommended approval of the merger agreement or whether
the merger is consummated.
The Merger Agreement (page 52)
No Limitation on Solicitation of Transactions or Termination of Merger Agreement due to Fiduciary Obligations
(page 60) The merger agreement does not contain restrictions on Vialta s ability to solicit or initiate any inquiries,
proposals or offers with respect to any competing transaction or ultimately to consummate any such competing
transaction until stockholders of Vialta approve the merger. The board of directors or special committee may
terminate the merger agreement or withdraw, modify or change its approval or recommendation of the merger
agreement if it determines in good faith that failure to take such action would be inconsistent with its fiduciary
obligations to stockholders of Vialta (other than participating stockholders).

Conditions to Completion of the Merger (page 58) 'The obligations of Vialta and/or Victory to complete the
merger are subject to the satisfaction or waiver of various conditions specified in the merger agreement, including
conditions relating to, among other things:
the absence of any order, decree, or ruling by any court or governmental agency which would prohibit, render
illegal or enjoin the consummation of the merger;

approval of the merger agreement by a majority vote of Vialta shares outstanding as of the record date;

the accuracy of the parties representations and warranties under the merger agreement, except where a failure
would not have a material adverse effect;

performance by the parties in all material respects of their obligations under the merger agreement;

the absence of a material adverse effect with respect to Vialta, as determined in the reasonable judgment of the
board of directors of Victory;

receipt of a legal opinion from counsel to Vialta; and

confirmation that Vialta has no less than $14,500,000 in cash and cash equivalents as of the closing. As of

March 31, 2005, the company had over $21 million in cash and cash equivalents.
Termination of the Merger Agreement (page 59) The merger agreement may be terminated at any time prior to
the effective time of the merger by the mutual written consent of Vialta and Victory, acting under the direction of
their respective boards of directors. In addition, either Vialta or Victory may generally (but is not required to)
terminate the merger agreement at any time prior to the effective time of the merger in the event of:

failure to consummate the merger by August 13, 2005;

a final and nonappealable court or other governmental action prohibiting the merger; or

failure to obtain the requisite stockholder approval of the merger agreement at the special meeting.
In addition, Victory may terminate the merger agreement at any time prior to the effective time of the merger
under specified circumstances relating to:
the failure of a representation or warranty of Vialta to be true and correct except where the failure would not
have a material adverse effect, subject to a 30-day cure period;
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the failure of Vialta to perform or comply in all material respects with all of its covenants, subject to a 30-day
cure period;

the special committee s withdrawing, amending or modifying its approval or recommendation of the merger
agreement in a manner adverse to Victory or failing to reconfirm within 10 business days after request by
Victory its recommendation of the merger agreement to Vialta stockholders;

Vialta failing to include in this proxy the recommendation of the special committee or the board of directors in
favor of the merger agreement and the merger;

the special committee approving or publicly recommending an acquisition proposal other than the merger or a
liquidation or dissolution;

Vialta entering into a letter of intent or similar agreement accepting any acquisition proposal other than the
merger; or

Vialta failing to recommend rejection of a tender or exchange offer commenced by a party unaffiliated with
Victory.
In addition, Vialta may terminate the merger agreement at any time prior to the effective time of the merger under

circumstances relating to:

the failure of any representation or warranty of Victory to otherwise be true and correct, subject to a 30-day
cure period;

the failure of Victory to perform or comply in all material respects with all of its covenants, subject to a 30-day
cure period; or

the determination by the board of directors or the special committee in good faith after consulting with its

counsel that termination is necessary to comply with its fiduciary duties.
Expenses (page 60) 1In specified circumstances, including where Vialta terminates other than due to a breach by
Victory or Victory terminates due to a breach by Vialta or Vialta s failure to recommend or otherwise support the
proposed merger, if the merger agreement is terminated prior to the effective time of the merger, Vialta must
reimburse up to $250,000 of Victory s expenses in connection with the merger agreement and the transactions
contemplated by the merger agreement.

QUESTIONS AND ANSWERS ABOUT THE MERGER
The following questions and answers, presented for your convenience only, briefly address some commonly asked

questions about the merger. You should still carefully read the entire proxy statement, including the information
incorporated by reference and the annexes.

Q:

A:

Why am I receiving these materials?

The board of directors is providing these proxy materials to give you information for use in determining how to
vote in connection with the special meeting.

When and where is the special meeting?

The special meeting will be held on , 2005 at a.m., local time, at the Fremont Marriott,
46100 Landing Parkway, Fremont, CA 94538.

What am I being asked to vote upon?
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approve the merger, pursuant to which Victory will merge with and into Vialta, with Vialta as the surviving
corporation in the merger.
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Q: Who can vote on the proposal to approve and adopt the merger agreement and approve the merger?

A: All holders of Vialta common stock at the close of business on , 2005, the record date for the special
meeting, may vote in person or by proxy on the proposal to approve and adopt the merger agreement and approve
the merger at the special meeting.

Q: What vote is required to approve and adopt the merger agreement and approve the merger?

A: Stockholder approval of the merger agreement and the merger requires the affirmative vote of at least a majority
of the shares outstanding as of the record date. An abstention or a broker non-vote will have the same effect as a
vote against the merger and the merger agreement.

Q: How will Mr. Chan and the other directors and officers of the company vote?

A: Mr. Chan and the other participating stockholders contributed their shares of Vialta common stock to Victory.
Victory has committed to vote its shares for the merger in accordance with the terms of the voting agreement. See
TRANSACTION AGREEMENTS Voting Agreement and the actual terms of the agreement attached hereto as
Annex C. Victory holds approximately 39% of Vialta s shares of common stock.

In addition, Vialta s directors and executive officers other than Mr. Chan own approximately 5% of Vialta s
outstanding common stock, and have indicated to Vialta their intention to vote in favor of approval of the merger
agreement and the merger.

?

Who is soliciting my proxy?

>

Vialta s board of directors, including Mr. Chan, is soliciting proxies to be voted at the special meeting.

What will happen in the merger?

Z 2

Victory will be merged with and into Vialta, with Vialta continuing as the surviving corporation in the merger.
Victory was formed by Vialta s Chairman and founder, Fred S.L. Chan, solely for the purpose of acquiring all of
the outstanding shares of Vialta common stock not already owned or controlled by him or the other participating
stockholders, all of whom are members of or entities for the benefit of members of his immediate family. The
participating stockholders have contributed to Victory the shares of Vialta common stock that they beneficially
own and have agreed to contribute any shares they acquire unless the merger is terminated. After the merger,
Vialta will become a privately-held company owned by the participating stockholders.

Q: What will I receive in the merger?

A:  You will receive $0.36 in cash in exchange for each share of common stock owned by you at the effective time of
the merger, unless either (1) you are a participating stockholder of Victory or (2) you do not vote in favor of the
merger agreement and have perfected or have not otherwise lost or waived your dissenters or appraisal rights
under Delaware or California law, as applicable. Prior to receipt of the merger consideration, you will be required
to return an executed letter of transmittal in which you waive any right to dissenters or appraisal rights.
Stockholders who do not vote in favor of approval of the merger agreement and who otherwise comply with the
procedures for perfecting dissenters or appraisal rights under the applicable statutory provisions of California or
Delaware law, as applicable, summarized elsewhere in this proxy statement may demand payment of the fair
value of their shares in cash in connection with the consummation of the merger. See SPECIAL FACTORS
Appraisal and Dissenters Rights.
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Q: What are the reasons for the merger?

A: Vialta s purpose in undertaking the merger is to allow its stockholders (other than the participating stockholders)
to realize value from their investment in Vialta now, in cash at a price that represents a premium to the market
price of Vialta common stock before the public announcement of the merger agreement, rather than assuming the
risks associated with Vialta s ongoing operations and development of its broadband product. For the participating
stockholders and Victory, the purposes of the merger are to permit Vialta greater operating flexibility as a
privately held company; to reduce the substantial expenses associated with being a public company, including
costs of compliance with new securities regulations
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relating to accounting and internal control procedures, and allow these resources to be used in operations; and to
enable the participating stockholders to focus research and development on the broadband product and benefit
from future growth, if any, of Vialta after the merger. See SPECIAL FACTORS Position of Vialta as to the
Purpose and Reasons for the Merger and  Position of the Participating Stockholders and Victory Acquisition
Corp. as to the Purpose and Reasons for the Merger.

Q: What was the role of the special committee?

A: Because certain directors of Vialta have actual or potential conflicts of interest in evaluating the merger, the
board of directors appointed a special committee of disinterested independent directors to negotiate, review and
evaluate the proposed merger.

Q: What is the recommendation of the special committee?

A: The special committee has unanimously recommended to Vialta s board of directors that the merger and the
merger agreement be approved and adopted. In arriving at its conclusion, the special committee considered,
among other factors, the opinion of Salem Partners LLC, its independent financial advisor, that, as of the date of
such opinion and based upon and subject to the limitations, qualifications and assumptions set forth in the
opinion, the cash consideration of $0.36 per share to be paid in the merger to the stockholders of Vialta other than
the participating stockholders and Victory was fair, from a financial point of view, to such stockholders. See

SPECIAL FACTORS Position of Vialta as to the Fairness of the Merger to Vialta s Stockholders; Reasons for
Recommending the Approval of the Merger Agreement and the Merger .

Q: What are the recommendations of the board of directors?

A: The board of directors, based in part on the unanimous recommendation of the special committee, unanimously
(with Mr. Chan abstaining) recommends that the Vialta stockholders vote FOR the approval of the merger
agreement and the merger. Both the special committee and the board of directors of Vialta, after careful
consideration of numerous factors, have determined that the merger agreement and the merger are fair to and in
the best interests of the stockholders of Vialta other than the participating stockholders. See SPECIAL
FACTORS Position of Vialta as to the Fairness of the Merger to Vialta s Stockholders; Reasons for
Recommending the Approval of the Merger Agreement and the Merger .

In view of his potential conflicts of interest with respect to the merger, Mr. Chan recused himself from the
confidential portions of the board of directors deliberations with respect to the merger and the merger agreement
and abstained from voting on the related resolutions, including the recommendation that Vialta stockholders vote
for the approval of the merger agreement and the merger. Herbert Chang, who was the only member not present
at the meeting, subsequently indicated his approval of the board s resolutions.

Q: What are the consequences of the merger to present members of management and the board of directors?

A: Like other stockholders, members of management and the board of directors other than Mr. Chan will be entitled
to receive $0.36 per share in cash for each of their shares of Vialta common stock and cash with respect to vested
stock options at the effective time of the merger in an amount equal to the product of (1) the excess, if any, of the
per-share merger consideration of $0.36 over the per-share exercise price of such stock option, multiplied by
(2) the number of shares subject to such stock option (which amount will be payable without interest, net of any
withholding tax and subject to the option holder s having executed a written consent on a form provided by Vialta
to the effect that the cash payment is in full consideration for the cancellation of such stock option). The merger
agreement requires Vialta to use its reasonable efforts to obtain the resignation of all officers and directors of the
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company as of the effective time of the merger. Mr. Chan, the sole officer and director of Victory immediately
prior to the effective time of the merger will be the initial officer and director of Vialta, as the surviving
corporation.

In addition, as a result of the transaction, unvested options held by Didier Pietri will accelerate in accordance with
his stay bonus agreement and unvested options issued to directors will accelerate in accordance with the terms of
the 2000 Directors Stock Option Plan. As a result of the acceleration of stock options, Didier Pietri will be
entitled to receive $40,000, each of George Cain and Michael Dubester will
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be entitled to receive $2,400 and Matthew Fong will be entitled to receive $1,250 with respect to previously
unvested stock options. All unvested stock options will be terminated on consummation of the merger.

For more information, see SPECIAL FACTORS Interests of Certain Persons in the Merger.
Q: Is the merger subject to the satisfaction of any conditions?

A: Yes. Before completion of the transactions contemplated by the merger agreement, a number of closing
conditions must be satisfied or waived. These conditions are described in this proxy statement in the section
entitled THE MERGER AGREEMENT Conditions to the Completion of the Merger.

Q: Can the board of directors consider other proposals?

A: Yes. The merger agreement does not contain restrictions on Vialta s ability to solicit or initiate any inquiries,
proposals or offers with respect to any competing transaction, to respond to any inquiries, proposals or offers
received, or ultimately to consummate any such competing transaction until stockholders of Vialta approve the
merger. The board of directors or special committee may terminate the merger agreement or withdraw, modify or
change its approval or recommendation of the merger agreement at any time before stockholder approval of the
merger agreement and adoption of the merger if it determines in good faith that failure to take such action would
be inconsistent with its fiduciary obligations to stockholders of Vialta (other than participating stockholders).

Q: When do you expect the merger to be completed?

A: We are working toward completing the merger as quickly as possible after the special meeting. We hope to
complete the merger during the second calendar quarter of 2005, although there is no assurance that we will be
able to do so.

Q: What are the U.S. federal income tax consequences of the merger to holders of Vialta stock other than the
participating stockholders?

A: The receipt of cash by a United States holder in exchange for Vialta common stock will be a taxable transaction
for U.S. federal income tax purposes. In general, United States holders of Vialta common stock who receive cash
in exchange for their shares pursuant to the merger (including any cash received in connection with the exercise
of dissenters rights) should be deemed to have received cash from Vialta pursuant to a redemption of the shares
held by such stockholder or pursuant to a sale of such shares. If the deemed redemption of the shares held by a
particular United States holder qualifies as an exchange under section 302(b) of the Code, or if shares are
considered sold, the United States holder will recognize gain or loss for U.S. federal income tax purposes equal to
the difference, if any, between the holder s adjusted tax basis in the shares and the amount of cash received. If the
United States holder holds Vialta common stock as a capital asset, any gain or loss should generally be a capital
gain or loss. If the United States holder has held the shares for more than 1 year, any gain or loss should generally
be a long-term gain or loss. The deductibility of capital losses is subject to limitations. Tax matters are very
complicated, and the tax consequences of the merger to you will depend on the facts of your own situation. You
are urged to consult your own tax advisor with respect to your own individual tax consequences as a result of the
merger.

Q: What do I do to vote my Vialta stock?

A: After carefully reading and considering the information contained in this proxy statement, whether or not you
plan to attend the special meeting in person, please complete, sign, date and return the enclosed proxy in the
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accompanying self-addressed postage pre-paid envelope (or, if your shares are held in street name by a broker,
nominee, fiduciary or other custodian, follow the directions given by the broker, nominee, fiduciary or other
custodian regarding how to instruct it to vote your shares) as soon as possible. For more information on how to

vote your shares, see the section entitled THE SPECIAL MEETING How Shares are Voted; Proxies; Revocation

of Proxies.
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Q: What happens if I do not return a proxy card?

A: If you neither vote at the meeting nor grant your proxy as described in this proxy statement, your shares will not
be voted, which will have the effect of voting against the approval of the merger agreement and the merger.

Q: May I vote in person?

A: Yes. You may attend the special meeting and vote your shares in person whether or not you sign and return your
proxy card. If your shares are held of record in street name by a broker, nominee, fiduciary or other custodian and
you wish to vote in person at the special meeting, you must obtain from the record holder a proxy issued in your
name.

Q: May I change my vote after I have mailed my signed proxy card?

A: Yes. You may revoke your proxy at any time before it is actually voted by submitting to the Secretary of the
company a written notice of revocation, by delivering a duly executed proxy bearing a later date or by attending
the special meeting and voting in person. Please note, however, that if your shares are held of record by a broker,
bank or other nominee and you wish to vote at the special meeting, you must bring to the meeting a proxy from
the broker, bank or other nominee authorizing you to vote the shares. Attendance at the special meeting will not,
by itself, revoke a proxy. If you have given voting instructions to a broker, nominee, fiduciary or other custodian
that holds your shares in street name, you may revoke those instructions by following the directions given by the
broker, nominee, fiduciary or other custodian.

Q: If my shares are held in street name by my broker, will my broker vote my shares for me?

A:  Your broker will not be able to vote your shares without instructions from you. You should instruct your broker
to vote your shares, following the procedures provided by your broker. Failure to instruct your broker to vote
your shares will have the same effect as voting against adoption of the merger agreement.

Q: What does it mean if I receive more than one set of materials?

A. This means you own shares of Vialta stock that are registered under different names. For example, you may own
some shares directly as a stockholder of record and other shares through a broker; or you may own shares through
more than one broker. In these situations, you will receive multiple sets of proxy materials. You must complete,
sign, date and return all of the proxy cards or follow the instructions for any alternative voting procedure on each
of the proxy cards that you receive in order to vote all of the shares you own. Each proxy card you receive comes
with its own prepaid return envelope; if you vote by mail, make sure you return each proxy card in the return
envelope that accompanies that proxy card.

Q: If the merger is completed, how will I receive the cash for my shares?

A. If the merger is completed, you will be contacted by Mellon Investor Services, who will act as paying agent in
connection with the merger. The paying agent will provide instructions that will explain how to surrender stock
certificates. You will receive cash for your shares from the paying agent after you comply with these instructions
which will include waiving any dissenters or appraisal rights you may have. If your shares are held for you in

street name by a broker, nominee, custodian or other fiduciary, you will receive instructions from the broker,
nominee, custodian or other fiduciary as to how to effect the surrender of your shares and receive cash for those
shares.
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Q: Should I send in my stock certificates now?

A: No. If the merger is completed, you will receive written instructions for exchanging your Vialta stock certificates
for cash.

Q: Am I entitled to appraisal or dissenters rights with respect to my shares?

A: If you do not vote in favor of approval of the merger agreement and the merger, and you otherwise timely comply
with all legal requirements, you may seek a judicial appraisal of the fair value of your shares by following the
procedures governing dissenters rights specified in Section 262 of the Delaware General Corporation Law,
referred to in this proxy statement as the DGCL. A copy of Section 262 of the DGCL is included as Annex G to
this proxy statement. In addition, you may be entitled to dissenters rights

11
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specified in Chapter 13 of the California General Corporation Law, referred to in this proxy statement as of the
CGLC. A copy of Chapter 13 of the CGCL is included as Annex H to this proxy statement.

Who can help answer my questions?

If you would like additional copies, without charge, of this proxy statement or if you have questions about the
merger agreement or the merger, including the procedures for voting your shares, you should call the company at
(510) 870-3088.

SPECIAL FACTORS

Structure of the Transaction

The proposed transaction is a merger of Victory Acquisition Corp. with and into Vialta, which will be the

surviving corporation in the merger.

The Merger. Following the satisfaction or waiver of all conditions to the merger, the following will occur in

connection with the merger:

See

all shares of Vialta common stock that are held (1) in the treasury of Vialta, (2) by any wholly-owned subsidiary
of Vialta, (3) by Victory or (4) by any of Victory s officers, directors, stockholders or affiliates will be canceled
and retired without any consideration payable therefor;

each other share of Vialta common stock issued and outstanding immediately before the merger becomes
effective (other than any share as to which a stockholder has perfected or not lost the benefit of dissenters or
appraisal rights under California or Delaware law) will be converted into the right to receive $0.36 in cash
without interest;

each share of Victory common stock will be converted into a share of common stock of Vialta, as the surviving
corporation in the merger; and

each holder of a vested stock option at the effective time of the merger issued under a Vialta stock option plan,
will have the right to receive cash in respect of such stock option in an amount equal to the product of (1) the
excess, if any, of the per-share merger consideration of $0.36 over the per-share exercise price of such stock
option, multiplied by (2) the number of shares subject to such stock option (which amount will be payable
without interest, net of any withholding tax and subject to the option holder s having executed a written consent
on a form provided by Vialta to the effect that the cash payment is in full consideration for the cancellation of
such stock option). As a result of the transaction, unvested options held by Didier Pietri will accelerate in
accordance with his stay bonus agreement and unvested options issued to directors will accelerate in accordance
with the terms of the 2000 Directors Stock Option Plan.

THE MERGER AGREEMENT. As a result of the merger:
the stockholders of Vialta (other than the participating stockholders) will no longer have any interest in, and will
no longer be stockholders of, Vialta and will not participate in any future earnings or growth of Vialta;

the participating stockholders will own, directly or indirectly, all of the outstanding shares of Vialta;

shares of Vialta common stock issued in exchange for Victory common stock to participating stockholders will
not be registered on any exchange or listed on the OTC Bulletin Board, and there will be no public market for
such shares; and

the registration of Vialta common stock under the Securities Exchange Act of 1934, or Exchange Act, will be
terminated, and Vialta will cease filing reports with the SEC.
Officers and Directors of Vialta. The sole officer and director of Vialta after the completion of the merger will

initially be Mr. Chan.

Table of Contents 31



Edgar Filing: VIALTA INC - Form PREM14A
12

Table of Contents

32



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

For additional details regarding the terms and structure of the merger and interests of the participating
stockholders in the transaction, see SPECIAL FACTORS Interests of Certain Persons in the Merger and THE
MERGER AGREEMENT.

Background of the Merger

The Company

Vialta was incorporated in April 1999 as a wholly owned subsidiary of ESS Technology, Inc. ( ESS Technology ), a
company founded by Fred S.L. Chan. It became a public company in August 2001, when it was spun off from ESS
Technology to operate as a stand-alone entity. Since the spin off, Fred S.L.. Chan and members of the Chan family and
related entities, have owned at least a 35% voting interest in Vialta.

Vialta s primary products are the Beamer personal videophone line and the VistaFrame digital picture frame. The
Beamer videophone products add color video to phone calls, enabling users to see the person they are calling, and
work with any home phone over any standard (analog) home phone line. The current market for the analog
videophone is relatively small, due in part to functionality and quality limitations associated with narrowband
transmission, so sales have been limited. Vialta is working to develop a broadband Beamer product, which it expects
to field-test with a few select broadband service providers in the second half of 2005. However, no assurances can be
made that the company will successfully develop a broadband product that will be accepted in the marketplace. See

CERTAIN FINANCIAL MODELS RELATING TO POTENTIAL BROADBAND PRODUCTS.

Since its inception, Vialta financed its operations primarily from funds raised in private offerings of convertible
preferred stock and common stock and through vendor credit. For the years ended December 31, 2004, 2003, and
2002 Vialta had net losses of $2.4 million, $4.0 million and $42.6 million, respectively, and expects to incur losses in
2005. As of December 31, 2004, Vialta had an accumulated deficit of $109.1 million and $21.5 million in cash and
cash equivalents, restricted cash and short-term investments compared to $26.5 million as of December 31, 2003.

Exploration of Strategic Alternatives

On February 26, 2004, the board of directors of Vialta met to discuss strategic alternatives for the company to
maximize stockholder value, in light of the increasing expenses of remaining as a public company and additional
regulatory requirements including regulations relating to accounting procedures and internal controls, the need to
attract and retain senior management, and the need for greater scale in dealing with the company s third party retail
partners, all of which would require significantly more resources than were currently available to the company.
Representatives of the investment banking firm Needham & Company, Inc. ( Needham ) discussed various strategic
alternatives with the board of directors. These included maintaining the status quo, selling the company to a third
party, or initiating a going private transaction. The board of directors discussed the feasibility of initiating a going
private transaction as a way to cash out the stockholders, through a reverse stock split, including the benefits and costs
and agreed to continuing discussions at a later meeting.

At the next meeting of the board of directors, on March 30, 2004, the board of directors (excluding Fred S.L.
Chan, who was not in attendance), after additional consideration, determined that a sale of the company would be
preferable to a reverse stock split. As a result, the board of directors then discussed the retention of an investment
banking firm to assist in systematically soliciting offers from potential purchasers of the company. The board of
directors discussed the qualifications of Needham and its familiarity with the company dating back to its involvement
in the company s spin-off from ESS Technology. Based on these discussions, the board of directors resolved to retain
Needham to review the company s strategic alternatives, and authorized and directed management to negotiate with
Needham the specific terms of its engagement. Subsequently, Needham was engaged pursuant to a letter agreement
dated as of March 19, 2004.

On April 27, 2004, the board of directors met to discuss, among other matters, the status of Needham s engagement
to solicit third party buyers for the company. Outside counsel to the company was asked to draft
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milestones to be included as a supplement to the engagement letter, setting forth time schedules for completion of a
confidential offering memorandum, contacting a list of targeted buyers, execution of confidentiality agreements and
making management presentations. The company also adopted stay bonus plans for key employees to ensure that the
company would retain management during the process.

On July 9, 2004, after finalizing and executing their agreement, Vialta publicly announced the engagement of
Needham to explore a range of strategic alternatives, including a possible sale of the company.

On July 27, 2004, representatives of Needham presented to the board of directors (excluding Fred S.L. Chan, who
was not in attendance) a report on the interest they had received relating to the company s interest in exploring
strategic alternatives. They discussed the companies approached and the responses received to date. The board of
directors reviewed the list of companies and suggested additional companies that they would like Needham to
approach. In addition, the board of directors discussed a schedule for updates. The Needham representatives agreed to
provide an update at the end of the following week. The board of directors also adopted additional stay bonus
agreements.

At the August 4, 2004 meeting of the board of directors, the members were informed that Yin-Wu Chen
( Yin-Wu ), president of the company, wished to pursue a possible management buy-out ( MBO ) of the company.
Mr. Pietri stated that, following consultation with outside counsel to the company and discussions with the other board
members, he had asked various questions of Yin-Wu concerning his interest in and past activities concerning an
MBO. Yin-Wu indicated that he had made preliminary contact with a strategic group based in Taiwan and that he
intended to contact a local venture capitalist through a marketing officer at ESS Technology, who independently
contacted Yin-Wu about the MBO possibility and potential partners. Yin-Wu indicated that he was willing to abide by
any procedures the company would put in place to avoid any conflict of interest or appearance of a conflict of interest.
Mr. Chan confirmed that he had no agreement or understanding with Yin-Wu and that Mr. Chan s sole interest was in
looking for the best offer for the company. Yin-Wu did not subsequently make any offer to the company.

At a board meeting on October 26, 2004, representatives of Needham presented a report summarizing the interest
they had received from potential acquirors since announcing the company s interest in exploring strategic alternatives.
Needham indicated that it had contacted 47 potential acquirors, including companies and private equity funds, of
which 25 reviewed the executive summary, 3 provided an indication of interest, 19 did not respond and 26 indicated
no interest. Of the three parties who submitted indications of interest, one party declined to submit an offer. Needham
engaged in discussions with the other two parties regarding the price and structure of their bids. Each party proposed a
transaction involving a significant stock component. The Needham representatives discussed the two companies that
had provided preliminary indications of interest, including an overview of their respective offers, consisting of a
portion in cash and a portion in securities, their relative financial positions and management. One company
( Company A ) was essentially a public venture capital company, involved in the home security business, seeking to
roll-up a number of private companies. The other company ( Company B ) was a broadband video equipment
manufacturer in the VoIP area. Needham also discussed recent acquisitions of technology companies and the average
enterprise values and transaction values paid. Finally, they reviewed other strategic alternatives for the board of
directors to consider, including continuing to operate the company as an ongoing business, liquidating the company
and taking the company private. The board of directors discussed the relative advantages and costs of each alternative,
including the time and resources that would be necessary to effectuate them. Needham agreed to approach the two
companies for a second round of bidding, making it clear to both that they need to offer a higher price and a higher
portion of cash to be considered seriously, and setting a deadline for second offers. Needham also agreed to provide a
more detailed analysis of the other strategic alternatives with a goal of presenting them before the board of directors in
late November.

At the November 15, 2004 meeting of the board of directors, Mr. Pietri indicated that Company B would be
visiting Vialta later in the week. He also informed the board of directors that Company A had not visited Vialta, but
had requested a conference call. The board of directors discussed the two companies and expressed concerns that both
had small revenues and speculative stocks, and neither had complied with Vialta s second bidding deadline.
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In anticipation of the December 3, 2004 board meeting, Vialta s management worked with Needham to estimate a
preliminary liquidation value of Vialta as a strategic alternative and in order to assist in their negotiations. Although
Vialta s management was not expert in determining liquidation values, and Needham does not customarily determine
liquidation values or appraise individual corporate assets, the board of directors believed that the preliminary estimate
would be useful in determining whether a liquidation would be a better alternative for stockholders than the
combinations of cash and securities being discussed. In preparing its analysis, Vialta s management, working with
Needham, considered three possible scenarios: an immediate liquidation, an extended liquidation (over the course of a
one year period), and a liquidation where additional employees were retained to continue research and development
work in the broadband area but other activities would be wound up (in which case the company would continue for
18 months to two years while the viability of the broadband strategy was assessed). The preliminary liquidation value
was based on Vialta s balance sheet and other information available to management and Needham at that time
regarding the expected costs associated with conducting a liquidation of Vialta. Vialta s management and Needham
were aware that several of the assumptions used in their preliminary estimate may have caused them to underestimate
the costs associated with liquidation and that results obtained thereby were not necessarily fully indicative of the total
cost of a liquidation or Vialta s actual liquidation value. However, to establish a price to be used as they considered
alternatives, Vialta s management, working with Needham, preliminarily estimated that the liquidation value of Vialta,
excluding the value of a $5 million receivable that was written off by the company, could be as high as $0.30 per
share of Vialta common stock on a fully-diluted basis. Assuming the $5 million receivable was collected and the
company incurred only $500,000 in costs during the liquidation period, the liquidation value could be as high as
$0.36 per share of Vialta common stock.

On December 3, 2004, at a meeting of the board of directors a representative of Needham provided the board of
directors with an update of its third party discussions. The representative indicated that Company A was occupied
with another acquisition that it was actively pursuing, but stated that it remained interested in Vialta. It was noted,
however, that representatives of Company A had not visited the company in the several months of discussion and
were not ready to meet in the immediate future. The board of directors then discussed with Mr. Scharninghausen,
chief financial officer of the company, the liquidation scenarios that had been circulated prior to the meeting. Various
questions were raised concerning, among other things, the assumptions made in the liquidation models and potential
additional costs and liabilities. The board of directors requested that Needham and management update the liquidation
analyses and report back with their findings.

In anticipation of the December 14, 2004 board meeting, Vialta s management worked with Needham to revise its
preliminary liquidation value estimate of Vialta. In the revised analysis, transaction expenses were increased to take
into account the estimated length of time and the relative complexity of the liquidation. Additional costs were
included, such as the expense of additional directors and officers insurance, legal costs, miscellaneous expenses and
contingency cost reserves. Otherwise, the liquidation analysis was based on the same balance sheet information and
used most of the same assumptions as the earlier analysis. As a result, Vialta s management, working with Needham,
estimated that the preliminary liquidation value of Vialta, excluding the value of the $5 million receivable that was
written off by the company, could be as high as $0.27 per share of Vialta common stock on a fully-diluted basis.
Assuming the $5 million receivable is collected, the liquidation value could be as high as $0.33 per share of Vialta
common stock.

The board of directors then met again on December 14, 2004. A Needham representative provided an update of
discussions held with the two interested companies earlier that day in which Needham made proposals to each
company to raise the cash and securities components of their respective offers. Company B discussed, after several
rounds of negotiations, on a preliminary basis providing Vialta shareholders $0.18 per share in cash plus Company B
securities valued by Needham at $0.24 per share while Company A had discussed providing $0.17 per share in cash
plus Company A securities valued by Needham at $0.17 per share. The Needham representative stated that they
expected responses shortly to their request for a further adjustment in the purchase price. The board of directors then
discussed the updated liquidation analysis prepared by Needham for the meeting. Members of the board of directors
asked detailed questions of management as to the assumptions involved in the difference scenarios, including with
respect to the
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timelines, the operation of the business and the current state of the company s broadband prospects. After discussion,
the board of directors directed Needham to continue its discussions and further update the board of directors as to the
potential strategic alternatives.

On January 8, 2005, Mr. Pietri, Mr. Scharninghausen, representatives of Needham, and outside counsel to the
company met with the president and chief executive officer of Company A, at the Los Angeles office of the company s
outside counsel, Kaye Scholer LLP. The meeting lasted several hours.

The board of directors met again on January 11, 2005. At the meeting, Mr. Pietri summarized the January 8
meeting with Company A for the board members. In addition, Mr. Pietri advised the board of directors that, in
preparation for the meeting he had conducted due diligence on Company A over the Internet and discovered certain
due diligence issues related to a predecessor business. Company A also had terminated its publicly announced
acquisition of the third party, which it previously advised Needham was important to its business strategy and was
also pursuing other transactions which its management indicated were more compelling than a transaction with Vialta.

The board of directors then discussed the Company A offer and the fact that a substantial component of its
proposal consisted of Company A securities. The Needham representatives indicated that while the cash portion of the
offer could possibly be improved somewhat from $0.17 per share, the Company A securities were a key part of the
proposal. The board members present (which excluded Matthew Fong, who arrived late to the meeting, and Herbert
Chang) unanimously informed Needham that they did not believe that it was in the best interest of the company and
its stockholders to enter into a transaction in which the Vialta stockholders would receive cash consideration of
$0.17 per share plus stock in Company A given the board of directors concerns regarding the long term prospects of
Company A and the due diligence issues relating to the predecessor business of its principals.

Messrs. Pietri and Scharninghausen then provided the board of directors with a summary of their prior meeting
with the principals of Company B. The Needham representatives reviewed the state of discussions between the
parties, involving a possible transaction partly in cash and partly in Company B stock. Company B representatives,
then joined the Board meeting in person. They described the background of Company B and their own backgrounds,
including the company s history and prior losses. They then made a Power Point presentation concerning their
prototype videophone for the VoIP market, and the company s relationship with various VolP service providers.
Various board members asked questions about Company B s cash burn rate, its limited current cash resources and
liquidity concerns which could worsen if the company was successful in light of added product and administrative
costs.

After an adjournment at which time Company B s representatives left the meeting, the board of directors discussed
the Company B presentation. The board of directors reviewed the fact that the transaction would result in more than
one-third of the Vialta stockholders cash being invested in the Company B business plan, which cash Company B
appeared to need to not only scale up its business but also to develop its prototype product and avoid liquidity issues.
Based on these discussions, the board of directors instructed Needham to continue to discuss with Company B
whether an adjustment could be made to increase the cash component of their offer. The Needham representatives
then reported that they had further discussions with Company B about raising the cash component of its bid after its
representatives left the board meeting. Company B stated that it was not interested in increasing the cash portion of
any offer to Vialta and, in fact, no longer wished to pursue a transaction with Vialta. The board of directors then
instructed management and Needham to continue to work on a possible plan to liquidate the company, either
immediately or on a staged basis.

The next meeting of the board of directors was held on January 24, 2005. At the meeting, Mr. Chan reported that
he had recent discussions with the president and chief executive officer of a privately-held manufacturer of non-video
phone related VoIP phone equipment ( Company C ). Mr. Chan indicated that he had discussed a possible combination
of Vialta and Company C at the Consumer Electronics Show in Las Vegas, after which Needham had followed-up
with further discussions. A representative of Needham then provided a financial overview of Company C, and two
merger models (one consisting of an all stock transaction and the other a cash or stock election in which Vialta
stockholders could choose cash at $0.30 per share or stock) that were developed by Needham and Company C (with
Mr. Chan s assistance) and
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represented Company C s view of a possible transaction in which Vialta would acquire Company C for Vialta common
stock and the sole shareholder of Company C would then hold a substantial majority of the company s outstanding
shares. Various board members asked questions about Company C s business and ability to function as a public
company, the synergies (if any) between the two companies, Company C s motivation in any Vialta transaction and
Company C s financial results.

The principal of Company C then made a presentation to the board of directors, describing his personal business
history, including his prior relationship with Mr. Chan and with ESS Technology, Company C s products, customer
base and competitive position relative to other manufacturers of VolP equipment. He answered numerous questions
concerning his company and its financial statements, which had not been audited or reviewed by an independent
accounting firm.

The board of directors discussed the merits of proceeding with further discussions with Company C, including
concerns about the continuing costs of the combined company being public, the lack of management at Company C
with public company management experience and the fact that there was no assurance that Company C would meet its
projections, or be able to scale up per its plans. The board members compared the expected and quantifiable risks of
liquidation with the relatively unknown risks of turning over management control of the company to another company
which lacked the infrastructure and experience necessary to run a public company. Members also expressed concern
that a Company C transaction would take time and resources (including the need to perform an audit of Company C),
and there was no assurance that the common stock of the surviving corporation (or a cash or stock election) was a
reasonable option to offer to Vialta shareholders. The Needham representative recommended that discussions continue
with Company C and the board of directors authorized him to discuss whether Company C would be willing to
consider a combination based on what the board of directors believed to be a more equitable exchange ratio reflecting
the risks involved. Subsequently, after various calls from Needham and Mr. Chan to follow-up as directed by the
board of directors, Company C advised Mr. Chan and Needham that it was not interested in a revised exchange ratio
or in pursuing any business combination with Vialta.

Mr. Chan s Letter Regarding Going Private
On February 7, 2005, the Vialta board of directors received a letter from Fred S.L. Chan, the chairman of Vialta s
board of directors and the holder (with the other participating stockholders) of approximately 39% of the company s
stock, stating the following:
I am submitting this letter to the Board of Directors of Vialta, Inc. to indicate my intent to discuss with the
board a possible offer to purchase the shares of the company not now owned or controlled by me. This letter
describes the broad outline of my thoughts on the transaction for discussion purposes.

The transaction would take the form of either a merger with a new entity formed by me or a tender offer to the
stockholders of the company. The purchase price would be mutually determined and paid to the stockholders in
cash.

I believe the transaction would be in the best interests of the companys, its stockholders, employees and
business partners and would have substantial advantages over the company s current alternatives, including either
an immediate or staged liquidation.

I would like to begin due diligence on the company with a view toward coming to terms, if at all, on or before
February 16, 2005 and if so, attempting to negotiate a definitive agreement by February 28, 2005 and a closing if
possible by the end of April. As part of my due diligence process, I request reasonable access during normal
business hours and, as necessary, during evenings and weekends, to the company s books, records, contracts,
technology, executive and other mutually agreed personnel of the company. Please let me know if the company
has a standard nondisclosure agreement for us to sign in connection with this process; otherwise, I will be happy to
provide a form.
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Special Committee; Negotiations with Mr. Chan

The next day, on February 8, 2005, Vialta s board of directors discussed Mr. Chan s offer, including the fact that
Mr. Chan would likely be able to conclude a transaction quickly (based on his existing knowledge of the company),
which should limit the costs of a transaction, and his willingness to pay cash to stockholders, excluding himself and
the other participating stockholders. Based on their considerations, the board of directors determined that, in light of
Mr. Chan s proposal and his status as a director, it would be appropriate for the board of directors to appoint a special
committee comprised of directors who were not current or former officers or employees of the company to act on
behalf of the board of directors in connection with the possible negotiations with Mr. Chan. The board of directors
appointed George Cain and Michael Dubester as the members of the special committee because neither has a
relationship with Mr. Chan other than as members of the board of directors of Vialta. Subject to the limitations of
Delaware law, the special committee was authorized to exercise all of the power of the Vialta board of directors with
respect to the negotiation of the proposal and any transaction resulting from the proposal, including the power and
authority to select and retain its own legal and financial advisors.

On February 11, 2005, after having completed his entire due diligence, Mr. Chan made an offer to purchase the
shares of Vialta that he did not already own or control in a transaction that valued the company at $25 million in cash
(which equated to approximately $0.29 per share).

On February 23, 2005, Messrs. Cain and Dubester met in person with Mr. Chan to discuss the terms of his offer
and to answer questions raised by Mr. Chan during the course of his due diligence. Members of Vialta s management
also attended a portion of the meeting to assist the special committee in answering Mr. Chan s questions and to provide
an update on the status of the development of Vialta s broadband product. The meeting lasted approximately five
hours. During the meeting, the special committee, with the assistance of management, and Mr. Chan spent
considerable time reviewing (i) Vialta s financial statements for the fiscal year ended December 31, 2004 and
(i1) Vialta s inventory and the value thereof. In order to resolve certain issues related to the current inventory of Vialta,
its outstanding letters of credit and its cash reserves, the special committee and Mr. Chan agreed to utilize a projected
March 31, 2005 company position as the foundation for their negotiations and agreed to meet again on February 24,
2005 so that management would be able to provide the requested data. With respect to the $25 million offer price, the
special committee advised Mr. Chan that, in its view, a per share transaction price would be more appropriate under
the circumstances and discussed an analysis developed by the special committee with respect thereto. On the same
day, the special committee also discussed the need to retain its own legal advisors and had preliminary discussions
with legal counsel.

The next day, February 24, 2005, the special committee met for approximately eight hours in person with Vialta s
management and Mr. Chan to discuss in detail the proposed price at which Mr. Chan might purchase the company.
One of the issues discussed at length was the valuation of the company s remaining inventory, both in terms of the
method by which the value was calculated and the appropriate date at which the valuation should be made for
purposes of determining the purchase price. Management answered questions raised by Mr. Chan with respect to the
company s March 31, 2005 projections. At the conclusion of the discussion with management, the special committee
and Mr. Chan continued to negotiate the purchase price of the proposed transaction. The negotiations included
discussion of issues relating to the $5 million receivable that was written off by the company and which party should
bear the risk that the receivable would not be collected. In connection with that discussion, Mr. Chan proposed that
either a mechanism be put in place by which the purchase price would be adjusted in the event the note was not
collected when due on April 28, 2005 or that he be permitted to terminate the proposed merger agreement if the note
was not collected by that date. The special committee refused this request. The special committee and Mr. Chan also
devoted substantial time to discussing whether the purchase price should be stated in terms of an aggregate transaction
value or a price per share. During the discussion, the parties noted the difficulty of determining a per share price due
to the unknown impact of a number of stock options that had been issued to employees of ESS Technology, Vialta s
former parent corporation, in connection with Vialta s spin-off from ESS Technology (generally referred to as stapled
options ). After lengthy negotiations, including another detailed review of the status and potential
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loss in value of inventory and components as well as the potential value of the broadband product in development, the
special committee and Mr. Chan agreed to an aggregate transaction price of $30 million.

Later on February 24, 2005, the special committee met telephonically to formalize the retention of its own legal
counsel. After discussion with counsel regarding its experience and reputation in advising boards and committees in
mergers and acquisitions under Delaware law, the special committee retained Potter Anderson & Corroon LLP as its
legal counsel ( Potter Anderson ). Thereafter, on February 25, 2005, the special committee discussed with Potter
Anderson the structure of the proposed transaction, including the purchase price. After consultation with Potter
Anderson, the special committee informed Mr. Chan by e-mail that it would agree only to a purchase price expressed
as a fixed price per share, not an aggregate transaction value. The special committee proposed a purchase price of
$0.36 per share in cash and Mr. Chan agreed.

You should understand that as of February 25, 2005, the special committee had not determined that a price of
$0.36 per share was fair to Vialta s stockholders (other than the participating stockholders) from a financial point of
view. Rather, the special committee determined that $0.36 per share could form the basis of an agreement with
Mr. Chan, subject to any competing acquisition proposals, negotiation of a mutually agreeable definitive merger
agreement, and receipt from an independent financial advisor of a financial analysis and fairness opinion. The special
committee s fairness determination was not made until each of those factors was resolved to its satisfaction.

From March 1 through March 2, 2005, the special committee met, with its legal advisors in attendance, to discuss
the retention of a financial advisor. In that regard, the special committee interviewed three investment banking firms
to assess their respective, experience, qualifications and potential conflicts of interest. On March 2, 2005, the special
committee unanimously voted to retain Salem Partners LLC ( Salem Partners ) to render financial advice to the special
committee in connection with the proposed transaction based on Salem Partners reputation and their experience and
expertise relating to transactions similar to the contemplated merger. In addition, the special committee considered the
fact that Salem Partners did not have any prior relationship with Vialta, Mr. Chan or the other participating
stockholders. The special committee s legal counsel then reviewed with the committee members their fiduciary duties
under Delaware law, including with regard to the process employed to reach its determination. At that meeting, the
special committee and its counsel considered the negotiation of the proposed transaction, including (i) issues
regarding the allocation of certain risks between signing and closing, (ii) conditions to closing, and (iii) the impact of
any deal protections. The special committee determined to meet again after it received a draft merger agreement from
Mr. Chan and his counsel.

The special committee met again on March 11, 2005, with its legal counsel and Vialta s outside legal counsel in
attendance, to review the initial draft of the merger agreement, which had been forwarded to the committee on March
9. The meeting participants discussed in detail the terms of the draft merger agreement, including (i) the proposed
purchase price, (ii) the proposed break-up fee, (iii) the proposed restrictions on the committee s ability to provide
information to potential third party purchasers, (iv) the proposed restrictions on the solicitation of third party offers,
(v) the treatment of warrants and options, (vi) the termination provisions, and (vii) the conditions to closing. In
particular, the committee focused on the conditions under which Vialta could terminate the merger agreement if a
superior offer materialized, and the termination fee payable in that circumstance. After discussing these matters, the
committee requested that Potter Anderson, with input from Kaye Scholer, draft a list of talking points to discuss with
Mr. Chan and his counsel, including the committee s position that there be no impediments to the company accepting a
competing offer and no termination fee if it did so (although the committee was agreeable to the payment of a certain
amount of expenses incurred by Mr. Chan in the event of a termination under certain circumstances). Thereafter, the
committee s financial advisor, Salem Partners, joined the meeting and provided the committee with an overview of the
status of its fairness opinion process. During its discussion, Salem Partners identified the following two areas as
creating the most uncertainty in arriving at a valuation: (i) whether Vialta s net operating loss carryforward was worth
anything to an acquirer in a change of control transaction particularly in light of the value of Vialta and the limitations
under applicable tax laws with respect to the use of such net operating loss carryforward, and (ii) valuation of Vialta s
business prospects in the area of broadband technology, which prospects are highly speculative in light of the absence
of any existing sales, contracts or
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customers of any broadband products. The special committee and the representatives of Salem Partners then discussed
these matters in more detail.

On March 14, 2005, based upon its prior discussions with its legal counsel and financial advisor, the special
committee participated in a conference call with Mr. Chan and Mr. Pietri to discuss key points of the draft merger
agreement in order to narrow the issues between them. The parties made substantial progress in that call.

On March 17, 2005, the special committee met with its legal counsel, its financial advisor, and Vialta s outside
counsel to discuss the status of Salem Partners due diligence review of the company and the revised version of the
draft merger agreement it had received from Mr. Chan. Salem Partners advised the special committee that the
extensive market search for potential acquirers previously conducted by Vialta with the assistance of Needham
supported the conclusion that $0.36 per share was fair, from a financial point of view, to Vialta s stockholders, other
than the participating stockholders. Salem Partners also discussed the analyses it had performed in connection with its
valuation of the company. The special committee and its advisors then discussed the status of the negotiations with
Mr. Chan and his counsel, including with regard to the deal protection provisions proposed by Mr. Chan. The
committee s legal counsel then discussed the committee s fiduciary obligations in negotiating and assessing the merits
of the proposed transaction.

During the next week, counsel for the company and Mr. Chan continued working on the draft merger agreement in
an attempt to narrow the outstanding issues. Work also commenced on certain ancillary agreements. The special
committee remained actively involved in the negotiation process and in making sure the transaction continued to
move forward.

On March 24, 2005, the special committee, with its legal counsel and Vialta s outside legal counsel in attendance,
met to discuss the status of the negotiations and outstanding issues regarding the proposed transaction. The issues
included, among other things, (i) the assurances and mechanics of payment of the purchase price, and (ii) conditions to
closing and Vialta s representations, warranties and covenants including a request by Mr. Chan that Vialta agree to
liquidate all of its investment securities and that the closing be conditioned on Vialta having at least $18 million in
cash and cash equivalents. The committee concluded that it would not agree to Vialta having $18 million in cash as a
condition to closing, but it might be agreeable to condition closing on having a lesser figure that would provide the
company with an adequate cushion in the event unexpected costs arose or the transaction deadline was extended.

Later that same day, March 24, 2005, the special committee, its legal counsel, Mr. Pietri, Vialta s outside legal
counsel, Mr. Chan and Mr. Chan s legal counsel met by telephone to negotiate with regard to the open issues. The
parties resolved nearly all outstanding issues, including agreeing that Mr. Chan s acquisition vehicle would pledge its
Vialta stock to assure payment of any shortfall obligation at closing and that a condition to closing would be that
Vialta would have $15 million in cash and that Mr. Chan would personally provide cash in the amount of any shortfall
necessary to fund the aggregate merger consideration required at closing up to a maximum of $4 million.

On March 25, 2005, the special committee and its legal counsel met with the committee s financial advisor, Salem
Partners, for the purpose of having the financial advisor present the special committee with its fairness analyses
regarding the consideration to be received by holders of Vialta stock (other than the participating stockholders) in the
proposed merger. Prior to the meeting, Salem Partners had distributed a preliminary valuation report. At the meeting,
Salem Partners orally presented its valuation analysis to the special committee, discussed the financial terms of the
offer from Mr. Chan and responded to questions and comments from the members of the special committee and its
legal advisor. Upon inquiry by the committee, Salem Partners confirmed that it had reviewed and found satisfactory
the work, including the market check for potential acquirers, previously performed for Vialta by Needham. During the
discussion, Salem Partners explained the various analyses it had performed, including the bases for the numbers set
forth in its written presentation.

Between March 25 and March 28, counsel to the parties continued working on the draft merger agreement. A
nearly final draft was circulated to members of Vialta s board of directors on the evening of

20

Table of Contents 45



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

Sunday, March 27. During the following day, prior to the Vialta board meeting scheduled for that afternoon, counsel
agreed on final changes to the merger agreement and related documents. These changes included a reduction from
$15 million to $14.5 million in the amount of cash and cash equivalents Vialta was required to have at closing and
agreement that, in light of Vialta s previous quorum and voting issues and the market check that had already occurred
and would continue after signing, there was no need to require Victory or the participating stockholders to vote their
Vialta shares proportionately with other stockholders.

Special Committee and Board Consideration of the Merger

On March 28, 2005, the special committee met, with its legal and financial advisors in attendance, to determine
the advisability of the proposed transaction and whether to recommend to Vialta s full board of directors that it
approve the proposed merger agreement. A representative of the special committee s legal counsel again reviewed with
the special committee the terms and conditions of the proposed merger, and reviewed in detail with the committee the
proposed merger agreement, including the structure of the transaction, the treatment of Vialta s options, Vialta s
representations and warranties, the acquisition vehicle s representations and warranties, Vialta s covenants, the
acquisition vehicle s covenants, and the termination provisions, and the terms of the related voting agreement.

Thereafter, Salem Partners presented an overview of the analyses it performed in assessing the fairness of the
$0.36 per share merger consideration, from a financial point of view, to the stockholders of Vialta, other than
Mr. Chan and the other participating stockholders. Prior to the meeting, Salem Partners had distributed a report of its
fairness analysis. During its presentation, Salem Partners informed the committee that it had not received material new
information since its presentation on March 25, and provided its oral opinion, later confirmed in writing, that the
proposed purchase price was fair to the holders of Vialta stock, other than the participating stockholders, from a
financial point of view.

After further discussion, upon motion duly made and seconded, the special committee unanimously determined
that the proposed merger agreement and the transactions contemplated by the proposed merger agreement, including
the merger, were advisable, fair to, and in the best interests of Vialta and its stockholders (other than the participating
stockholders) and recommended that Vialta s full board of directors approve and declare advisable the proposed
merger agreement, the merger and the other transactions contemplated by the proposed merger agreement. A board
meeting was then held at which Salem Partners reviewed its analysis, counsel reviewed the merger agreement and
related documents and the special committee presented its recommendation that the board of directors approve the
proposed merger agreement. After discussion, the board of directors approved the merger agreement and related
documents, with all directors present voting in favor, other than Mr. Chan, who abstained, which approval included a
majority of directors not employed by Vialta. Herbert Chang, who was the only member not present at the meeting,
subsequently indicated his approval of the board of directors resolutions.

Following the meeting of the board of directors at which the board of directors approved the merger agreement,
the merger agreement and related transaction documents were executed by the parties.

On March 28, 2005, after the close of trading on the OTC Bulletin Board, Vialta issued a press release announcing
that its board of directors had approved the merger agreement.

Position of Vialta as to the Purpose and Reasons for the Merger

The purpose of the merger is for Victory to acquire all outstanding shares of common stock of Vialta that it does
not currently own in exchange for cash, while maximizing the value to be received by, the other stockholders of
Vialta. In the first quarter of 2004, the board of directors of Vialta met to discuss strategic alternatives for the
company to maximize stockholder value, in light of the increasing expenses of remaining as a public company and
additional regulatory requirements including regulations relating to accounting procedures and internal controls, the
need to attract and retain senior management, and the need for greater scale in dealing with the company s third party
retail partners, all of which would require significantly more resources than were currently available to the company.
The board of directors subsequently engaged Needham to explore a range of strategic alternatives, including a
possible sale of the company. Of the strategic
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alternatives presented, the board of directors believes that the proposed merger provides the best value to Vialta
stockholders (other than the participating stockholders). See SPECIAL FACTORS Background of the Merger.
Position of Vialta as to the Fairness of the Merger to Vialta s Stockholders; Reasons for Recommending the
Approval of the Merger Agreement and the Merger

Both the special committee and the board of directors of Vialta have determined that the merger agreement and the
merger are substantively and procedurally fair to and in the best interests of the stockholders of Vialta other than the
participating stockholders. In its determination the special committee recommended that the board of directors

approve and adopt the merger agreement;
approve the merger; and

recommend that the stockholders of Vialta vote for the approval of the merger agreement and the merger.

After considering the recommendation of the special committee, the board of directors approved and adopted the
merger agreement, approved the merger and resolved to recommend to Vialta s stockholders that they vote for the
approval of the merger agreement and the merger. In view of his conflicts of interest with respect to the proposal by
the participating stockholders to acquire 100% ownership of Vialta, Mr. Chan recused himself from the confidential
portion of the board of directors deliberations with respect to the merger and the merger agreement and abstained from
voting on the related resolutions, including the recommendations to Vialta stockholders described in this proxy
statement.

In reaching their determinations and making their recommendations, both the special committee and the board of
directors relied on Vialta s management to provide accurate and complete financial information, projections and
assumptions (based on the best information available to management at that time), as the starting point for their
analyses.

In evaluation the fairness of the merger and making its recommendation, the special committee considered factors
including:

the fact that prior to the execution of the merger agreement, no third party had come forward with a superior
transaction proposal despite an extensive search for strategic alternatives conducted by Needham on behalf of
Vialta;

the fact that the terms of the merger agreement were negotiated by a two person special committee of the board of
directors, neither member of which was an interested party in the transaction or otherwise affiliated with
Mr. Chan or the other participating stockholders;

the fact that the merger consideration of $0.36 per share in cash to be received by Vialta stockholders (other than
the participating stockholders) represented, at the time of the special committee s determination, a 50% premium
to the average closing price of Vialta common stock for the 30 days prior to the March 28, 2005 announcement as
well as a premium to the amount of proceeds stockholders, including participating stockholders (owning
approximately 39% of the shares outstanding and who would participate in a liquidating distribution), reasonably
could be expected to receive in a liquidation of the company (based on analyses by management, Needham and
Salem Partners);

the fact that the merger consideration of $0.36 per share exceeded management s best-case extended liquidation
scenario (including assets written off by the company), developed with Needham, of $0.33 per share and
management s base-case immediate liquidation scenario, developed with Needham, of $0.25 per share, which
liquidation analyses did not take into consideration the fact that the company continues to experience operating
losses and negative cash flow;
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tion of $0.36 per share to be paid in the merger to the stockholders of Vialta other than the participating
stockholders and Victory was fair, from a financial point of view, to such stockholders;

the special committee s consideration of the various analyses undertaken by Salem Partners, each of which is
described below under SPECIAL FACTORS Opinion of Financial Advisor to the Special Committee ;

the special committee s belief that the principal advantage of Vialta continuing as a public company would be to
allow public stockholders to continue to participate in any potential growth in the value of Vialta s equity, but
that, under all of the relevant circumstances and in view of the historical results of operations, financial condition,
assets, liabilities, business strategy and prospects of Vialta, the nature of the industry in which Vialta competes,
and trading characteristics of companies with market capitalization similar in size to that of Vialta, and in light of
the proposed merger consideration of $0.36 per share, the value to stockholders that would be achieved by
continuing as a public company was not likely to be as great as the merger consideration of $0.36 per share;

the active and direct role of the members of the special committee and their representatives in the negotiations
with respect to the merger, and the consideration of the transaction by the special committee at numerous special
committee meetings;

the belief by the members of the special committee that $0.36 per share was the highest price that the
participating stockholders and Victory would agree to pay to Vialta s stockholders;

the merger consideration of $0.36 per share in cash in relation to the then-current market price of Vialta common
stock of $0.22 per share, the then-current value of Vialta in a freely negotiated transaction and the future value of
Vialta as an independent entity;

the terms of the merger agreement that permit Vialta and the special committee to explore an alternative
acquisition proposal and, that permit the special committee to modify or withdraw its recommendation with
respect to the merger agreement and the merger and to approve or recommend a different acquisition proposal;

Vialta s right to terminate the merger agreement prior to approval of the merger at the stockholders meeting, if the
board of directors or the special committee determines in good faith, after consultation with outside legal counsel,
that termination is necessary to comply with its fiduciary duties under applicable law;

the fact that Didier Pietri, Chief Executive Officer of Vialta, has expressed a desire to terminate his employment
and that the company s outside accounting firm, PricewaterhouseCoopers LLP, has indicated that, while it has not
resigned or declined to stand for re-appointment, it may decide not to continue as the company s outside auditors;

the terms and conditions of the voting agreement providing for Victory to vote in favor of approving the merger
agreement; and

the availability to stockholders who vote against approval of the merger agreement of appraisal or dissenters
rights under California or Delaware law, which provide stockholders who dispute the fairness of the merger
consideration with an opportunity to have a court determine the fair value of their shares.

The special committee believes that each of these factors supported its conclusion that the merger is substantively
and procedurally fair to, and in the best interests of, Vialta s stockholders other than the participating stockholders.

In addition, the special committee did not establish, and did not consider, a pre-merger going concern value for the
equity of Vialta and does not believe there is a single method of determining going concern value, although the special
committee believes the analyses of Salem Partners in their totality may be reflective of going concern value.
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The special committee also considered a variety of risks and other potentially negative factors concerning the
merger agreement and the transactions contemplated by it, including the merger. These factors included:

the fact that Vialta s only recourse in the event of a wrongful termination or material breach of the merger
agreement may be against Victory, a company with no assets other than Vialta common stock and a commitment
by Mr. Chan to contribute additional cash on its behalf to Vialta in the event of a shortfall, as set forth in the
additional contribution agreement attached hereto as Annex D;

the fact that, following the merger, Vialta s stockholders will no longer participate in any future earnings of Vialta
or benefit from any increases in Vialta s value;

the fact that Vialta s stockholders will not benefit from any potential upside in the company s broadband
videophone products, which potential upside is highly speculative at this point and may, if continued to be
pursued by Vialta, represent a potential loss in value to the then holders of Vialta common stock in the event of
continued investments and losses (see CERTAIN FINANCIAL MODELS RELATING TO POTENTIAL
BROADBAND PRODUCTS );

the fact that, in the event that Vialta becomes profitable, Vialta s current stockholders will not benefit from the
company s use of its net operating loss carryforwards to reduce its income tax payables, if any;

the fact that certain parties, including Mr. Chan and other members of the board of directors, including members
of the special committee, may have interests that are different from those of Vialta s stockholders, as described
under SPECIAL FACTORS Interests of Certain Persons in the Merger ;

the possibility that Vialta could be required to reimburse Victory for up to $250,000 of its out-of-pocket expenses
in the event that the merger is not consummated because of another transaction under certain circumstances;

the risk of a potential fraudulent conveyance challenge to the merger described under SPECIAL FACTORS
Certain Fraudulent Transfer Risks ; and

the fact that, for U.S. federal income tax purposes, the cash merger consideration will be taxable to Vialta s
stockholders receiving the merger consideration.

This discussion of the information and factors considered by the special committee in reaching its conclusions and
recommendation includes all of the material factors considered by the special committee but is not intended to be
exhaustive. In view of the wide variety of factors considered by the special committee in evaluating the merger
agreement and the transactions contemplated by it, including the merger, and the complexity of these matters, the
special committee did not find it practicable, and did not attempt, to quantify, rank or otherwise assign relative weight
to those factors. In addition, different members of the special committee may have given different weight to different
factors.

The special committee believes that sufficient procedural safeguards were and are present to ensure the fairness of
the merger and to permit the special committee to represent effectively the interests of Vialta s stockholders other than
the participating stockholders. These procedural safeguards include the following:

the special committee s active and intense negotiations, with the assistance of its advisors, directly with Victory
and its representatives regarding the merger consideration and the other terms of the merger and the merger
agreement;

other than their receipt of board of directors and special committee fees, their indemnification and liability

insurance rights under the merger agreement and their entitlement to receive $2,400 each in respect of their
accelerated Vialta stock options in connection with the merger, members of the special committee do not have an
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the special committee retained and received the advice and assistance of Salem Partners as its financial advisor
and Potter Anderson as its legal advisor, and requested and received from Salem Partners an opinion, delivered
orally on March 28, 2005 and confirmed in writing, with respect to the fairness from
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a financial point of view of the merger consideration to be received by Vialta stockholders other than the
participating stockholders and Victory;

the recognition by the special committee that it had no obligation to recommend the approval of the merger
proposal or any other transaction and had full power to consider any strategic transaction, including but not
limited to a liquidation of the company;

the recognition by the special committee that the board of directors could consider and recommend superior
proposals and otherwise terminate the merger if in good faith after consulting with counsel it concludes it is
required to do so in accordance with its fiduciary duties; and

the availability of dissenters and appraisal rights under California and Delaware law for Vialta s stockholders who
oppose the merger.

The special committee initially favored a structure in which Mr. Chan would vote his shares in the same
proportion in favor or against the merger agreement as other votes cast at the special meeting, but subsequently
determined that such structure was unnecessary since the company had been fully shopped and there were no
restrictions on the board of directors soliciting or recommending a competing transaction or terminating the merger
agreement if necessary to comply with its fiduciary duties. In addition, withholding Mr. Chan s vote could have the
inadvertent consequence of preventing the consummation of a transaction believed to be in the best interests of
stockholders in the event of a low turn-out of stockholders at the special meeting.

In reaching its determination that the merger agreement and the merger are substantively and procedurally fair to
and in the best interests of Vialta s stockholders other than the participating stockholders, the board of directors
determined that the analysis of special committee was reasonable and adopted the analysis and conclusions of the
special committee as to the fairness to such Vialta stockholders of the merger consideration of $0.36 per share. In
determining the reasonableness of the special committee s analysis and adopting the special committee s analysis, the
board of directors considered and relied upon:

the process the special committee conducted in considering the merger;

the special committee s having retained and received advice from its independent legal counsel, Potter Anderson;

the special committee s having retained and received advice from its independent financial advisor, Salem
Partners;

the special committee s unanimous recommendation on March 28, 2005 that the board of directors determine that
the merger agreement and the merger are fair to and in the best interests of Vialta s stockholders other than the
participating stockholders and approve and adopt the merger agreement and approve the transactions
contemplated by the merger agreement, including the merger; and

the availability of dissenters and appraisal rights under California and Delaware law for Vialta s stockholders who
oppose the merger.

The board of directors also believes that sufficient procedural safeguards were present to ensure the fairness of the
transaction and to permit the special committee to represent effectively the interests of Vialta s stockholders other than
the participating stockholders. The board of directors reached this conclusion based on, among other things:

the fact that the special committee consisted solely of independent directors who are not affiliated with Mr. Chan
or the other participating stockholders;

the selection and retention by the special committee of its own financial advisor and legal counsel;
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and the special committee and its representatives, on the other hand, were structured and conducted so as to
preserve the independence of the special committee and promote the fairness of the transaction; and
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the fact that the merger agreement and the merger were unanimously approved by the members of the board of
directors other than Mr. Chan.

In light of the procedural protections described above, the board of directors, including each of the non-employee
directors, did not consider it necessary either to require a separate affirmative vote of a majority of Vialta s
stockholders other than the participating stockholders or to retain an unaffiliated representative to act solely on behalf
of such Vialta stockholders for purposes of negotiating the terms of the merger agreement or preparing a report
concerning the fairness of the merger agreement and the merger.

In view of the wide variety of factors considered by the board of directors in evaluating the merger and the
complexity of these matters, the board of directors did not find it practicable, and did not attempt, to quantify, rank or
otherwise assign relative weight to those factors. In addition, different members of the board of directors may have
given different weight to different factors.

Based in part upon the recommendation of the special committee, the board of directors, with Mr. Chan
abstaining, unanimously voted to approve and adopt the merger agreement and resolved to recommend that you vote

FOR the approval and adoption of the merger agreement and the merger and FOR the proposal to adjourn the special
meeting if necessary to permit further solicitation of proxies in the event there are not sufficient votes at the time of
the special meeting to approve the merger agreement and the merger. Herbert Chang, who was the only member not
present at the meeting, subsequently indicated his approval of the board s resolutions.

If the merger is consummated, Didier Pietri and members of the board of directors other than Mr. Chan will be
entitled to receive an aggregate of approximately $46,800 in net cash merger consideration in respect of Vialta stock
options, approximately $4,800 of which would be received by members of the special committee. Didier Pietri and
Matthew Fong also own shares of Vialta common stock, entitling them to receive an aggregate of an additional
$50,550 in merger consideration in cash. See SPECIAL FACTORS Interests of Certain Persons in the Merger.
Recommendation of the Board of Directors

The board of directors, based in part on the unanimous recommendation of the special committee,
unanimously, with Mr. Chan abstaining, recommends that the Vialta stockholders vote FOR the approval and
adoption of the merger agreement and the merger. The board of directors also unanimously recommends, with
Mr. Chan abstaining, that you vote FOR the proposal to adjourn the special meeting if necessary to permit further
solicitation of proxies in the event there are not sufficient votes at the time of the special meeting to approve the
merger agreement. The recommendations of the board of directors were made after consideration of all the material
factors, both positive and negative, as described in ~ Position of Vialta as to the Fairness of the Merger to Vialta s
Stockholders; Reasons for Recommending the Approval of the Merger Agreement and the Merger above. Herbert
Chang, who was the only member not present at the meeting, subsequently indicated his approval of the board s
resolutions.

The board of directors of Vialta believes that the merger agreement and the merger are fair to and in the best
interests of Vialta s stockholders other than the participating stockholders for all of the reasons set forth above under

SPECIAL FACTORS Position of Vialta as to the Fairness of the Merger to Vialta s Stockholders; Reasons for
Recommending the Approval of the Merger Agreement and the Merger.
Opinion of the Financial Advisor to the Special Committee

Salem Partners was engaged to provide financial advisory services, including providing a financial opinion letter
(the Salem Partners Opinion ), in connection with the merger. Salem Partners was selected by the special committee to
act as the special committee s financial advisor based on Salem Partners reputation and their experience and expertise
relating to transactions similar to the contemplated merger. In addition, the special committee considered the fact that
Salem Partners did not have any prior relationship with Vialta, Mr. Chan or the other participating stockholders.
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On March 28, 2005 Salem Partners rendered its oral opinion to Vialta s special committee that, as of such date and
based upon and subject to the various considerations set forth in its opinion, the consideration to be received by the
holders of Vialta common stock (other than the participating stockholders) pursuant to the merger agreement was fair
from a financial point of view to such holders. Salem Partners confirmed its opinion in writing by delivery to the
special committee and the board of directors of a written opinion dated March 28, 2005.

The full text of the written Salem Partners Opinion, dated March 28, 2005, which sets forth, among other
things, the assumptions made, procedures followed, matters considered and limitations on the scope of the
review undertaken, is attached as Annex F to this proxy statement. The Salem Partners Opinion is directed to
Vialta s special committee and board of directors and addresses only the fairness of the consideration from a
financial point of view to holders of Vialta common stock (other than the participating stockholders) as of the
date of such opinion and does not address any other aspect of the merger. The Salem Partners Opinion is not a
recommendation to any Vialta stockholder as to how any stockholder should vote with respect to the proposed
transaction or any other matter and should not be relied upon by Vialta s stockholders as such. The summary of
the Salem Partners Opinion set forth in this proxy statement is qualified in its entirety by reference to the full
text of the Salem Partners Opinion attached as Annex F hereto, which should be read carefully and in its
entirety.

In arriving at its opinion, Salem Partners, among other things, examined:

the proposed merger agreement dated as of March 28, 2005;

certain audited historical financial statements of Vialta for the three fiscal years ended December 31, 2001,
December 31, 2002 and December 31, 2003;

the unaudited financial statements of Vialta for the fiscal year ended December 31, 2004;

certain internal business, operating and financial information and forecasts of Vialta prepared and provided by
senior management of Vialta;

the financial terms of the merger compared with publicly available information regarding the financial terms of
certain other business combinations Salem Partners deemed relevant;

the financial position and operating results of Vialta compared with those of certain other publicly traded
companies Salem Partners deemed relevant;

current and historical market prices and trading volumes of the common stock of Vialta;

presentations by Needham to the board of directors of Vialta, as well as certain other materials prepared by
Needham regarding various strategic alternatives, including the potential for sale of Vialta; and

certain other publicly available information about Vialta.

Salem Partners also held discussions with members of the senior management of Vialta to discuss the foregoing,
considered other matters which it deemed relevant to its inquiry and took into account such accepted financial and
investment banking procedures and considerations as it deemed relevant. Salem Partners was not requested or
authorized to approach, nor did it hold any discussions with, any third parties to solicit offers or indications of interest
to acquire all or any part of Vialta, nor did Salem Partners evaluate potential alternative transactions.

In arriving at its opinion, Salem Partners assumed and relied upon without independent verification the accuracy
and completeness of the information supplied or otherwise made available by Vialta for the purposes of its opinion.
With respect to the financial forecasts, Salem Partners assumed that they were reasonably prepared on bases reflecting
the best currently available estimates and judgments of the future financial performance of Vialta. Salem Partners was
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might engage. Salem Partners also assumed that the merger would be consummated in accordance with the terms set
forth in the merger agreement. The Salem Partners Opinion was necessarily based on financial, economic, market and
other conditions as in effect on, and the information made available to it as of, the date of its opinion.

The following is a brief summary of the material analyses performed by Salem Partners in connection with its oral
opinion and the Salem Partners Opinion. Certain of these summaries of financial analyses include information
presented in tabular format. In order to fully understand the financial analyses used by Salem Partners, the tables must
be read together with the text of each summary. The tables alone do not constitute a complete description of the
financial analyses.

Implied Transactional Statistics

Salem Partners calculated several values implied by the merger consideration of $0.36 per share of Vialta common
stock (excluding shares owned by Mr. Chan and the other participating stockholders) in cash, including Vialta s
implied fully-diluted equity value and enterprise value. The following table summarizes the results of this analysis:

Values Implied by
Price per Vialta .
Share Values Implied by
as of March 24, 2005 Merger
Consideration

of $0.23 of $0.36 per share
Vialta fully-diluted equity value $ 20.1 million $ 32.2 million
Vialta fully-diluted enterprise value $ (3.3 million) $ 8.8 million

Salem Partners also calculated the premium of the merger consideration of $0.36 per share of Vialta common
stock (excluding shares owned by Victory and the participating stockholders) in cash over the closing trading price of
Vialta common stock on March 24, 2005 and over the closing trading prices of Vialta s stock on various dates over the
period from March 24, 2004 to March 24, 2005. The following table summarizes this analysis:

Premium of Merger
Consideration over

Closing Trading
Prices
March 24, 2005 price of $0.23 per share 60.0%
February 24, 2005 price of $0.24 per share 50.0%
December 23, 2004 price of $0.25 per share 44.0%
September 24, 2004 price of $0.25 per share 44.0%
March 24, 2004 price of $0.34 per share 5.9%

Salem Partners also calculated certain trading multiples implied by (i) the closing trading price of Vialta common
stock on March 24, 2005 ($0.23) and (ii) by the merger consideration ($0.36). For each of these values, Salem
Partners calculated the multiples of Vialta s implied enterprise value to Vialta s revenue or estimated revenue for
calendar years 2004 and 2005 using estimates prepared by Vialta s management. The following table summarizes the
results of these analyses:

Fully-diluted Enterprise
Value
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2004 Revenue
Estimated 2005 Revenue

Review of Previous Sale Discussions

Salem Partners reviewed materials prepared for the board of directors by Needham, as well as certain other

to Revenue Multiple
Implied
by Merger Consideration of
$0.36 per share

0.69x
0.73x

materials prepared by Needham in connection with Vialta s exploration of strategic alternatives, including a potential
sale of the company. All of the potential acquirors who entered into discussions with
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Vialta withdrew their offers or Vialta discontinued discussions. A complete summary of these discussions regarding a
potential sale of the company is included in SPECIAL FACTORS Background of the Merger .

Comparable Companies Analysis

Salem Partners compared certain of Vialta s financial information with that of other companies in various sectors,
including: (i) diversified consumer electronics, including Samsung, Sony, Matsushita, NEC, Sharp, LG Philips,
Sanyo, Thomson and Pioneer, and (ii) specialty consumer electronics, including Research in Motion, Logitech,
Polycom, PalmOne, Creative Technologies, Tivo, WorldGate Communications, Viseon and Avistar. Salem Partners
reviewed fully-diluted enterprise values, calculated as equity value plus net debt, as multiples of actual revenue for the
latest twelve months and of the companies projected revenue for calendar year 2005. Salem Partners also reviewed
current share price as multiples of earnings-per-share for the latest twelve months and for the projected calendar year
2005. Estimated financial data for the selected companies were based on publicly available research analyst estimates.
Estimated data for Vialta were based on internal estimates prepared by Vialta s management. All multiples were based
on closing stock prices on March 24, 2005. From the multiples calculated for the selected comparable companies,
Salem Partners derived and applied a range of multiples of enterprise value to revenue of 0.50x to 2.25x, indicating a
range of implied prices per share of Vialta common stock of $0.33 to $0.57. Stockholders should be aware that no
company used as a comparison in this analysis is identical to Vialta. In addition, mathematical analysis is not in itself
a meaningful method of using comparable market trading data.

Precedent Transactions Analysis

Salem Partners reviewed several financial metrics from the following 20 selected transactions of comparable size
involving publicly-traded targets under $100 million in the technology sector since January 1, 2003.

Acquiror Target
Tut Sytems CoSine Communications
Black Box Nortan
Selectica I Many
Fair Isaac Braun Consulting
Art Technology Group Primus Knowledge Solutions
Zhone Technologies Sorrento Networks
SAFLINK SSP Solutions
Stellent Optika
Cisco Systems Latitude Communications
Quovadx Rogue Wave Software
Symantec On Technology
Cubic ECC International
GEAC Computer Comshare
P-Com SPEEDCOM Wireless
Vitesse Semiconductor Multilink Technology
Audiovox Recoton
Group 1 Software Sagent Technology
Tumbleweed Communications ValiCert
Symantec Nexland
Electronics for Imaging PrintCafe Software
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Salem Partners compared the fully-diluted enterprise values in the selected precedent transactions as multiples of
the latest twelve months revenue and share price as a multiple of the latest twelve months earnings per share for the
target company in each transaction. From the multiples calculated from these precedent transactions, Salem Partners
derived and applied a range of multiples of enterprise value to revenue of 0.75x to 1.25x, indicating a range of implied
prices per share of Vialta common stock of $0.37 to $0.44. Stockholders should be aware that no transaction used as a
comparison in this or any other comparable transaction analysis is identical to this transaction. In addition,
mathematical analysis is not in itself a meaningful method of using comparable transaction data.

In addition, Salem Partners reviewed several financial metrics from the following 6 going-private transactions of
comparable size since January 1, 2003.

Acquiror Target

Golden Gate Capital Blue Martini
HIG Capital Management T-Netix
Snowbird Holdings Cysive

Dirk, Inc. Troy Group
PartsBase, Inc. (Hammond) PartsBase, Inc.
DF Merger Co. Deltek Systems

Salem Partners compared the fully-diluted enterprise values in the selected precedent transactions as multiples of
the latest twelve months revenue and share price as a multiple of the latest twelve months earnings per share for the
target company in each transaction. From the multiples calculated in these transactions, Salem Partners derived and
applied a range of multiples of enterprise value to revenue of 0.50x to 1.00x, indicating a range of implied prices per
share of Vialta common stock of $0.33 to $0.40.

Salem Partners also calculated the implied premiums paid in the following transactions: (i) 63 transactions since
January 1, 2002 in which the transaction value was of comparable size, (ii) 20 transactions since January 1, 2003 in
the technology sector in which the transaction value was of comparable size, and (iii) 6 going-private transactions
since January 1, 2003 in which the transaction value was of comparable size. All premiums calculated for the selected
transactions were based on the target company s stock price one day prior to announcement of the relevant transaction
and on information available at the time of announcement of the relevant transaction. Salem Partners derived the
following information from data observed for the selected precedent transactions.

Aver?ge Median Premium
Premium
Over Target Over Target
Share Share
Price One Day Price One Day
Prior Prior
63 Transactions since January 1, 2002, consisting of: 58.8% 38.7%
4 Transactions in 2005 11.2% 9.7%
16 Transactions in 2004 29.3% 28.6%
26 Transactions in 2003 55.9% 37.7%
17 Transactions in 2002 102.3% 106.9%
20 Technology Transactions since January 1, 2003 61.2% 29.5%
6 Going-Private Transactions since January 1, 2003 36.6% 29.9%

Historical Stock Price Performance
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Salem Partners analyzed the prices at which Vialta common stock traded from March 24, 2004 to March 24, 2005.
Salem Partners noted that the high closing price of Vialta common stock during this period was $0.39 on June 9, 2004,
and the low closing price of Vialta common stock during this period was $0.16 on
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December 6, 2004. Salem Partners also noted the closing prices of Vialta common stock for various dates as
summarized in the table below:

Closing Price

March 24, 2005 $ 0.23
30 days prior (February 24, 2005) $ 0.24
90 days prior (December 23, 2005) $ 0.25
180 days prior (September 24, 2004) $ 0.25
360 days prior (March 24, 2004) $ 0.34

In addition, Salem Partners analyzed the historical performance of Vialta common stock from March 24, 2004 to
March 24, 2005 and compared that performance to the stock price performance of the S&P 500 index, the NASDAQ
composite and the aggregate stock price performance of comparable companies in various sectors, including:

(1) diversified consumer electronics, including Samsung, Sony, Matsushita, NEC, Sharp, LG Philips, Sanyo, Thomson
and Pioneer, and (ii) specialty consumer electronics, including Research in Motion, Logitech, Polycom, PalmOne,
Creative Technologies, Tivo, WorldGate Communications, Viseon and Avistar, as summarized in the table below:

Stock Price
Performance
From March 24, 2004
to
March 24, 2005
Specialty Consumer Electronics 37.5%
S&P 500 Index 7.3%
NASDAQ Composite 4.3%
Diversified Consumer Electronics (0.7%)
Vialta (33.8%)

Discounted Cash Flow Analysis

Using a discounted cash flow analysis, Salem Partners calculated an implied equity value per share of Vialta based
on Vialta s financial plans provided to Salem Partners by management. Salem Partners based its discounted cash flow
analysis on various operating assumptions provided by management, including assumptions relating to, among other
items, revenue, operating costs, taxes, working capital, capital expenditures and depreciation. Salem Partners analysis
used a discount rate of 25.0% based on a weighted average cost of capital analysis of selected specialty consumer
electronics companies, and assumed no future operations of Vialta after 2009. Vialta s financial plans do not assume
that the company will generate positive cash flow by 2009. Based on this analysis, the implied equity value of Vialta
is $13.6 million or approximately $0.15 per share.

Liquidation Analysis

Salem Partners calculated an implied cash value per share of Vialta based on Vialta s liquidation analysis provided
to Salem Partners by Vialta s management, which assumed the company would begin the process of liquidation on
March 31, 2005 and would cease operations on December 31, 2005. Salem Partners based its implied cash value per
share calculation on various liquidation assumptions provided by management, including assumptions relating to,
among other items, operating expenses, transaction costs and other expenses and projected assets less projected
liabilities. Based on these assumptions, the cash available for distribution on December 31, 2005 is projected to be
$28.7 million, or approximately $0.32 per share.

The preparation of a financial opinion is a complex process and is not necessarily susceptible to a partial analysis
or summary description. In arriving at its opinion, Salem Partners considered the results of all of its analyses as a
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whole and did not attribute any particular weight to any particular analysis or factor considered by it. Furthermore,
Salem Partners believes that selecting any portion of Salem Partners analyses, without considering all of its analyses,
would create an incomplete view of the process underlying Salem Partners analysis and opinion. In addition, Salem
Partners may have deemed various assumptions more or less probable
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than other assumptions, so that the ranges of valuations resulting from any particular analysis described above should
not be taken to be Salem Partners view of the actual value of Vialta.

In performing its analysis, Salem Partners made numerous assumptions with respect to industry performance,
general business and economic conditions and other matters, many of which are beyond the control of Vialta. Any
estimates contained in the analyses performed by Salem Partners are not necessarily indicative of actual values, which
may be significantly more or less favorable than those suggested by such analyses. Such analyses were prepared
solely as a part of Salem Partners analysis of the fairness from a financial point of view of the consideration to be
received by the holders of Vialta common stock (other than the participating stockholders) pursuant to the merger
agreement and were provided to the Vialta special committee in connection with the delivery of the Salem Partners
Opinion to the special committee. The analyses do not purport to be appraisals of value or to reflect the prices at
which Vialta might actually be sold.

In addition, as described above, the Salem Partners Opinion was one of the many factors taken into consideration
by the special committee in making its determination to recommend the merger to the board of directors and by the
board of directors in approving the merger agreement. Consequently, the Salem Partners analyses as described above
should not be viewed as determinative of the opinion of the special committee or board of directors with respect to the
value of Vialta or of whether the special committee or board of directors would have been willing to agree to different
consideration.

Salem Partners, as part of its investment banking business, is regularly engaged in the valuation of businesses and
their securities in connection with mergers and acquisitions, negotiated underwritings, competitive biddings,
secondary distributions of listed and unlisted securities, private placements and valuations for corporate, estate and
other purposes. Salem Partners may continue to provide investment banking services to the surviving corporation in
the future. In the ordinary course of its trading, brokerage, investment management and financing activities, Salem
Partners and its affiliates may, at any time, have a long or short position in, and buy and sell the securities of Vialta for
its account or the account of its customers.

Pursuant to an engagement letter dated as of March 3, 2005, Salem Partners provided financial advisory services
and a financial fairness opinion in connection with the merger. In connection with the special committee s engagement
of Salem Partners as its financial advisor, Vialta agreed to pay Salem Partners a fee of $150,000, none of which is
contingent on completion of the merger. Vialta also agreed to reimburse Salem Partners for its reasonable
out-of-pocket expenses incurred with its engagement as the special committee s financial advisor, which expenses are
not to exceed $5,000 without the special committee s approval. In addition, on behalf of Vialta, the special committee
also agreed that Vialta will indemnify Salem Partners against certain liabilities and expenses, including liabilities
under the federal securities laws, related to or arising out of Salem Partners engagement and any related transactions.
Position of the Participating Stockholders and Victory Acquisition Corp. as to the Purpose and Reasons for the
Merger

Fred S.L. Chan and the other participating stockholders intend to effect the merger to acquire all of the outstanding
shares of common stock of Vialta not already owned by Victory. The merger will allow the participating stockholders
to take Vialta private to continue developing of broadband products, which they believe must be undertaken by Vialta,
if at all, as a private company. Fred S.L. Chan and the other participating stockholders have decided to pursue the
merger at this time and believe that it is best for Vialta to operate as a privately-held company for several reasons.

First, operating as a public company entails substantial expense, which have been significantly increased by
requirements arising from the Sarbanes-Oxley Act of 2002, enacted July 30, 2002. By eliminating Vialta s cost
attributable solely to its status as a public company, including certain legal costs, certain insurance costs, the costs of
certain accounting and auditing activities and internal controls, the cost of annual meetings, the cost of preparing,
printing and mailing corporate reports and proxy statements, the expense of a transfer agent and the cost of investor
relations activities, the participating stockholders expect to reduce Vialta s expenses by approximately $1,800,000 in
the first full fiscal year following the merger. Fred S.L. Chan and the other
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participating stockholders believe that in light of Vialta s history of ongoing losses, the historically small public float
and low trading volume for the shares of Vialta common stock, the benefits to Vialta of having publicly-traded
securities do not outweigh the expenses and other requirements imposed on Vialta as a public company.

Regardless of the cost savings, Mr. Chan does not believe the company can continue to operate indefinitely as a
public company. Didier Pietri, its chief executive officer, has expressed a desire to leave and other members of
management have also indicated an interest in pursuing other opportunities. While it has not resigned or declined to
stand for re-appointment, the company s outside auditors have indicated that they might decide not to continue as such
after the 2005 fiscal year. Mr. Chan believes that it would be easier to locate management to continue the company s
current development efforts if the company were privately held rather than publicly traded.

Furthermore, Mr. Chan believes that the broadband videophone in development has value that was not reflected in
the initial interest from third parties and would not be realized in a liquidation. Mr. Chan believes that as a private
company, Vialta could streamline management, release the company s auditors, reduce operating costs and focus
research and development of broadband, free of the market pressures imposed on a publicly traded company with
regard to operating results. Mr. Chan and the participating stockholders are willing to forego the current return that
they might receive in an immediate liquidation of Vialta in exchange for the long-term development risks to attempt
development and bringing to market the broadband products, about the success of which there is substantial
uncertainty. See CERTAIN FINANCIAL MODELS RELATING TO POTENTIAL BROADBAND PRODUCTS. At
the same time, the merger would also offer stockholders (other than the participating stockholders) a higher price for
their Vialta common stock than was offered by any other third party or could be realized in a liquidation (including
distribution in such liquidation to the participating stockholders owning approximately 39% of Vialta s common
stock), based on analyses prepared with the assistance of management.

In addition to the foregoing factors, Mr. Chan and the other participating stockholders considered the following
positive factors:

as the sole stockholders of Vialta immediately after the merger, the participating stockholders will benefit from
future growth, if any, of Vialta after it ceases to be publicly traded; and

information concerning Vialta and its operations, financial results and directors and officers will no longer be
available to competitors and potential competitors.

Mr. Chan and the other participating stockholders also considered the following negative factors:
as a result of the merger and related transactions, the participating stockholders investment in Vialta will become
an illiquid investment in the stock of a private company;

payment of the merger consideration will significantly reduce the company s cash resources; and

following the merger, the participating stockholders will bear the sole burden for any future losses or decrease in
enterprise value.
Mr. Chan and the other participating stockholders ultimately concluded that the potential detriments of the merger
to them were outweighed by the potential benefits of the merger to them.
Position of the Participating Stockholders and Victory Acquisition Corp. as to the Fairness of the Merger to
Vialta s Stockholders
Victory, Fred S.L. Chan and the other participating stockholders believe that the terms and conditions of the
merger are substantively and procedurally fair to the stockholders other than the participating stockholders. This
determination is based on consideration of the factors considered by the special committee of the board of directors
and the board of directors, as discussed above in the section entitled SPECIAL FACTORS Position of Vialta as to the
Fairness of the Merger to Vialta s Stockholders; Reasons for Recommending the Approval of the Merger Agreement
and the Merger.
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Alternatives to the Merger

Before Mr. Chan made his proposal, the board of directors considered various alternatives for the company,
including a liquidation of Vialta by a sale of its assets and a distribution of the net after-tax proceeds to stockholders.
The board decided against such alternative, in favor of a sale of the company, because of the length of time,
transaction costs, loss in value generally suffered by assets when sold in a liquidation, tax effects, regulatory risks and
uncertainty involved. The board of directors also considered continuing to operate Vialta as a public company and
effecting a reverse split (which would provide cash to only smaller holders of Vialta stock). Ultimately, the board of
directors engaged Needham to explore a range of strategic alternatives, including a possible sale of the company. See

SPECIAL FACTORS Background of the Merger for a complete description of alternatives considered. Prior to the
execution of the merger agreement, no third party had come forward with what the special committee and the board of
directors considered to be an acceptable transaction proposal despite an extensive search for strategic alternatives
conducted by Needham on behalf of Vialta.

As a member of the board of directors, Mr. Chan was included in the discussions of these alternatives and their
advantages and disadvantages. When he made his proposal, Mr. Chan chose the merger structure because it was the
most efficient means to acquire the entire equity interest in Vialta and provide cash to the Vialta stockholders other
than the participating stockholders. Mr. Chan briefly considered a tender offer transaction, but rejected that alternative
because it would not be as efficient and viable a method for the participating stockholders to acquire all of the
outstanding common stock of Vialta.

Certain Effects of the Merger

Conversion of Outstanding Vialta Common Stock and Stock Options

If the merger agreement and the merger are approved by Vialta stockholders and the other conditions to the
closing of the merger are either satisfied or waived, Victory will be merged with and into Vialta, which will be the
surviving corporation in the merger. After the merger, the participating stockholders will beneficially own all of the
outstanding capital stock of Vialta.

All shares of common stock of Vialta outstanding immediately prior to the effective time of the merger and held
by Victory or the participating stockholders will be cancelled without consideration. All other shares of common stock
of Vialta outstanding at such time (other than the shares held by Victory or the participating stockholders and shares
as to which a dissenting stockholder has perfected or not lost the benefit of appraisal or dissenters rights under
Delaware or California law) will be converted into the right to receive $0.36 per share in cash. When the merger is
completed, each share of Victory common stock will be converted into a share of Vialta, as the surviving corporation
in the merger.

As a result of the completion of the merger, each holder of a vested stock option issued under a Vialta stock option
plan, other than stock options held by Mr. Chan, will have the right to receive cash in respect of such stock option in
an amount equal to the product of (1) the excess, if any, of the per-share merger consideration of $0.36 over the
per-share exercise price of such stock option, multiplied by (2) the number of shares subject to such stock option. As a
result of the transaction, unvested options held by Didier Pietri will accelerate in accordance with his stay bonus
agreement and unvested options issued to directors will accelerate in accordance with the terms of the 2000 Directors
Stock Option Plan. Cash payments in respect of stock options will be made without interest and net of any
withholding taxes. All unvested options will terminate.

Before receiving cash with respect to stock or vested options, stockholders and option holders will be required to
execute and deliver a duly executed copy of the letter of transmittal (and such other documents as may be reasonably
required by the paying agent) before receiving the merger consideration. The letter of transmittal will require
stockholders to waive any claim to dissenters or appraisal rights.

Effect on Ownership Structure of Vialta

At the effective time of the merger, the current Vialta stockholders, other than the participating stockholders, will
cease to have ownership interests in Vialta or rights as Vialta stockholders. Therefore,
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current stockholders of Vialta, other than the participating stockholders, would not participate in any earnings or
growth of Vialta following the merger and would not benefit from any increase in the value of Vialta following the
merger.

Effect on Listing, Registration and Status of Vialta Common Stock

Vialta common stock is currently registered under the Exchange Act and is quoted on the OTC Bulletin Board
under the symbol VLTA. As aresult of the merger, all currently outstanding shares of Vialta common stock will be
cancelled and the holders (other than the participating stockholders and Victory) will receive in exchange for these
shares the right to obtain either cash merger consideration or the right to obtain such consideration as they may obtain
through exercise of their appraisal or dissenters rights.

When the merger becomes effective, the outstanding shares of Victory common stock held by the participating
shareholders will be converted into shares of Vialta common stock as the surviving corporation. There will be no
public market for these shares; Vialta s common stock will cease to be quoted on the OTC Bulletin Board, and Vialta
will apply for termination of its registration of common stock under the Exchange Act. As a result, Vialta will no
longer comply with the provisions of the Exchange Act applicable to public companies, including the proxy
solicitation provisions and the requirements of filing periodic and other reports which presently provide publicly
available information to its stockholders.

Effect on Organization and Management of Vialta

At the effective time of the merger, Fred S.L. Chan, the sole officer and director of Victory, will become the sole
officer and director of the surviving corporation in the merger. It is expected that the directors and executive officers
of Vialta will resign immediately prior to the effective time of the merger. Without limiting the generality of the
foregoing, Mr. Pietri is expected to resign as Chief Executive Officer and Mr. Scharninghausen is expected to resign
as Chief Financial Officer of the company. At the effective time of the merger, the certificate of incorporation of the
surviving corporation will be amended and restated in its entirety to read as set forth in Exhibit D to the merger
agreement.

It is expected that, upon consummation of the merger, the operations of Vialta will be conducted substantially as
they currently are being conducted; however, Vialta will not be subject to the obligations and constraints, and the
related direct and indirect costs and personnel requirements, associated with being a public company. Mr. Chan has
advised Vialta that he does not have any present plans or proposals that relate to, or would result in, an extraordinary
corporate transaction following completion of the merger involving Vialta s corporate structure or business, such as a
merger, reorganization, liquidation, relocation of any operations or sale or transfer of a material amount of assets. It is
expected, however, that following the merger, Mr. Chan will streamline management, continuously evaluate and
review Vialta s business and operations, and may develop new plans and proposals that he considers appropriate to
maximize the value of Vialta. Victory Acquisition Corp., Mr. Chan and the other participating stockholders reserve
the right to make any changes deemed appropriate in light of their evaluation and review or in light of future
developments.

Beneficial and Detrimental Effects

A benefit of the merger to the participating stockholders is that Vialta will be taken private and operated as a
private company. As a privately-held company, information concerning Vialta and its operations, financial results and
directors and officers will no longer be available to competitors. Future earnings and growth will be solely for the
benefit of the participating stockholders and not for the benefit of Vialta s other current stockholders. The anticipated
cost savings of approximately $750,000 of annual expenses in the first full fiscal year following Vialta s becoming a
private company plus an anticipated $1,050,000 in new costs related to compliance with recent regulations relating to
accounting procedures and internal controls will benefit the stockholders at that time and not the current public
stockholders. Following the merger, Vialta management and certain other employees will be able to eliminate the time
devoted to matters that relate exclusively to Vialta being a public company and will be able to focus on the business
and operations of the company. Detrimental effects of the merger to the participating stockholders include the lack of
liquidity for Vialta
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common stock following the merger, the risk that Vialta will decrease in value following the merger, and the payment
by Vialta and Victory Acquisition Corp. of an aggregate of approximately $ million in transaction costs and estimated
fees and expenses related to the merger. See  SPECIAL FACTORS Position of Vialta as to the Fairness of the Merger
to Vialta s Stockholders; Reasons for Recommending the Approval of the Merger Agreement and the Merger,
SPECIAL FACTORS Position of Victory Acquisition Corp., Fred S.L. Chan and the other Participating Stockholders
as to the Purpose and Reasons for the Merger and SPECIAL FACTORS Estimated Fees and Expenses of the Merger.
A benefit of the merger to Vialta s stockholders, other than the participating stockholders, is the right to receive the
all-cash merger consideration of $0.36 per share for their shares of Vialta common stock. The merger will enable the
public stockholders to dispose of their shares at a price the special committee has determined to be a fair price, in spite
of the fact that Vialta common stock has generally experienced low trading volumes and limited liquidity. The cash
merger consideration for the shares represents a 50% premium over the average closing price of the common stock for
the 30 days prior to the March 28, 2005 announcement of Mr. Chan s proposal. The public stockholders will
additionally be able to sell their shares without paying the usual transaction costs associated with open market sales
and will no longer have to bear the risk of any future losses or decrease in Vialta s enterprise value. The detriments of
the merger to such stockholders are that they will cease to participate in Vialta s future earnings and growth, if any,
and that the receipt of the payment for their shares in the merger will be a taxable for federal income tax purposes. See
SPECIAL FACTORS Federal Income Tax Consequences.

Effect on Participating Stockholders Interest in Net Book Value and Net Earnings

After consummation of the merger, the participating stockholders will own all of the outstanding common stock of
the surviving corporation and will benefit from any future earnings or growth of Vialta. After consummation of the
merger, the participating stockholders interest in the net book value and net earnings of Vialta will be 100% based on
their holdings of Vialta outstanding capital stock. Vialta s stockholders, other than the participating stockholders, will
no longer hold any direct or indirect equity interest in Vialta and therefore will no longer own any interest in its net
book value or net earnings.
The Participating Stockholders Plans for Vialta

It is expected that, upon consummation of the merger, the operations of Vialta will be conducted substantially as
they currently are being conducted; however, Vialta will not be subject to the obligations and constraints, and the
related direct and indirect costs and personnel requirements, associated with being a public company. Mr. Chan has
advised Vialta that he does not have any present plans or proposals that relate to, or would result in, an extraordinary
corporate transaction following completion of the merger involving Vialta s corporate structure or business, such as a
merger, reorganization, liquidation, relocation of any operations or sale or transfer of a material amount of assets. It is
expected, however, that following the merger, Mr. Chan will streamline management, continuously evaluate and
review Vialta s business and operations, and may develop new plans and proposals that he considers appropriate to
maximize the value of Vialta. Mr. Chan and the other participating stockholders reserve the right to make any changes
deemed appropriate in light of their evaluation and review or in light of future developments.
Merger Financing

Based on the number of shares of Vialta common stock outstanding on March 31, 2005 (other than shares held by
the participating stockholders) and vested options with an exercise price less than $0.36 per share, Vialta believes that
$18,418,643 will be required to pay the merger consideration (assuming no appraisal or dissenters rights are
exercised). It is expected that Vialta will use its cash on hand to pay the merger consideration. It is a condition to
Victory s obligation to complete the merger that Vialta have no less than $14.5 million in cash and cash equivalents as
of midnight on the day prior to the closing of the merger. The participating stockholders are not required to complete
the merger if the minimum cash requirement is not met by Vialta. However, if Vialta does not have adequate cash at
the effective time of the merger to fund the merger consideration, Victory has agreed to fund the shortfall, up to a
maximum of $4 million. Because
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Victory does not have any assets other than the shares of Vialta common stock contributed pursuant to the
contribution agreement, Fred S.L. Chan has committed to fund the shortfall in accordance with the terms of the
additional contribution agreement. See  TRANSACTION AGREEMENTS Additional Contribution Agreement. As of
March 31, 2005, the company had over $21 million in cash and cash equivalents. On April 28, 2005, the Company
collected a note receivable of $5.0 million that was previously full reserved due to uncertainties regarding its
collection.
Interests of Certain Persons in the Merger

In considering the recommendations of the board of directors, you should be aware that certain of Vialta s
executive officers and directors have interests in the transaction that are different from, or are in addition to, the
interests of Vialta s stockholders generally. The special committee and the board of directors were aware of these
potential or actual conflicts of interest and considered them along with other matters when they determined to
recommend the merger. See SPECIAL FACTORS Background of the Merger.

Victory Acquisition Corp. and the Participating Stockholders; Equity Ownership in the Surviving Corporation

Following the Merger

Mr. Chan is Vialta s Chairman and is the President, Treasurer and Secretary of Victory Acquisition Corp. Upon
consummation of the merger, it is anticipated that Mr. Chan will continue in the position of President, Treasurer and
Secretary of Vialta, the surviving corporation in the merger.

Mr. Chan and the other participating stockholders have delivered 32,039,840 shares of Vialta common stock to
Victory in exchange for an equal number of shares of common stock of Victory. See TRANSACTION
AGREEMENTS Stock Contribution Agreement. Upon consummation of the merger, stock options held by Mr. Chan
and any other participating stockholder will be cancelled and Victory and the participating stockholders will not
receive any merger consideration for their Vialta shares.

As of March 28, 2005, just prior to contributing their shares to Victory in exchange for an equal number of shares
of Victory, the participating stockholders held of record Vialta common stock as follows:

Number of Shares

Fred S.L. Chan 5,044,744
Annie M.H. Chan 5,748,960
Annie M. H. Chan TR UA 07-25-95, The Annie M. H. Chan Living Trust 8,042,932
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR UA DTD 12-21-87, The

David Y. W. Chan Trust 974,410
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR UA DTD 12-21-87, The

Edward Y. C. Chan Trust 974,408
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR UA DTD 3-16-92, The

Michael Y. J. Chan Trust 334,939
Shiu Leung Chan & Annie M. H. Chan Gift Trust Dated 11/20/92 2,119,447
Evershine XVI, L.P. 8,800,000
TOTALS: 32,039,840

The record ownership set forth in the preceding table does not reflect beneficial ownership of the participating
stockholders. The participating stockholders have acted as a group in contributing their Vialta shares to Victory in
connection with the proposed merger and may therefore be deemed as a group to have beneficial ownership of the
entire 32,039,840 shares of Vialta stock held by Victory.

Merger Consideration to be Received by Certain Directors and Officers of Vialta Other than Mr. Chan
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consummation of the merger. In accordance with the terms of the merger agreement, these options will then be
cancelled and converted into the right to receive an amount in cash equal to (1) the excess, if any, of (x) the per share
merger consideration of $0.36 over (y) the applicable exercise price per share of Vialta common stock subject to such
Vialta stock option, multiplied by (2) the number of shares of Vialta common stock subject to such Vialta stock option
(and for which such Vialta stock option shall not theretofor have been exercised). See THE MERGER
AGREEMENT Treatment of Stock Options. Only non-executive directors were entitled to receive option grants
under the plan.

In the summer of 2004, in connection with the announcement that the company was exploring strategic
alternatives, Vialta entered into stay bonus agreements with certain key employees, including Didier Pietri and
William Scharninghausen. In accordance with the agreement entered into with Mr. Pietri, all stock options granted to
him will accelerate and become fully vested and immediately exercisable upon the effective date of the merger. As
referenced in the preceding paragraph, in accordance with the terms of the merger agreement, these options will then
be cancelled and converted into the right to receive an amount in cash equal to (1) the excess, if any, of (x) the per
share merger consideration of $0.36 over (y) the applicable exercise price per share of Vialta common stock subject to
such Vialta stock option, multiplied by (2) the number of shares of Vialta common stock subject to such Vialta stock
option (and for which such Vialta stock option shall not theretofor have been exercised). In addition, Messrs. Pietri
and Scharninghausen were entitled to bonus payments if they remained employed by the company through certain
dates, regardless of whether a transaction was subsequently consummated. The dates specified in both agreements
have passed and the stay bonuses are currently due and payable. Neither Mr. Pietri nor Mr. Scharninghausen will be
entitled to any additional bonus payments in connection with the merger.

The following table reflects the total amount of cash that Didier Pietri and the non-employee directors of Vialta (as
defined in Item 402(a)(3) of Regulation S-K), other than Mr. Chan, will receive as merger consideration as of
March 31, 2005:

Number of Total
Shares Merger
... Beneficially . .

Name Position Consideration

Owned
Didier Pietri(1) Chief Executive Officer 4,059,436 $ 61,397
George Cain(2) Director 60,000 $ 2,400
Michael Dubester(3) Director 60,000 $ 2,400
Matthew Fong(4) Director 120,974 $ 31,151
Herbert Chang(5) Director 56,000 $ 0

(1) Includes options to acquire 4,000,000 shares of common stock, of which all 916,667 unvested options will
accelerate in connection with the merger. Based on the merger consideration of $0.36 per share, options to
purchase 2,000,000 of these shares are in the money.

(2) Represents options to acquire 60,000 shares of common stock, of which all 45,000 unvested options will
accelerate in connection with the merger. Based on the merger consideration of $0.36 per share, options to
purchase 20,000 of these shares are in the money.

(3) Represents options to acquire 60,000 shares of common stock, of which all 45,000 unvested options will

accelerate in connection with the merger. Based on the merger consideration of $0.36 per share, options to
purchase 20,000 of these shares are in the money.
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(4) Includes options to acquire 40,000 shares of common stock, of which all 35,000 unvested options will accelerate
in connection with the merger. Based on the merger consideration of $0.36 per share, options to purchase 40,000
of these shares are in the money.

(5) Includes options to acquire 56,000 shares of common stock, of which all 9,000 unvested options will accelerate in
connection with the merger. Based on the merger consideration of $0.36 per share, options to purchase none of
these shares are in the money.
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Indemnification and Insurance

Pursuant to the merger agreement, Vialta, as the surviving corporation in the merger, has agreed to indemnify, and
advance reasonable expenses to, the current and former directors and officers of Vialta and its subsidiaries, referred to
as the indemnified parties, against all costs or expenses, judgments, fines, losses, claims, damages, penalties or
liabilities incurred in connection with any acts or omissions occurring at or prior to the time of the merger. All rights
to indemnification and exculpation from liability existing in favor of any indemnified parties as provided under any
contract, applicable laws and/or the charters and bylaws of Vialta and its subsidiaries as of the effective time of the
merger are to survive the merger with respect to events occurring up to the time of the merger.

Vialta will purchase and the surviving corporation will maintain (and not cancel or allow to lapse) directors and
officers liability insurance for not less than six years following the merger covering all persons who are directors and
officers of Vialta and its subsidiaries covered by Vialta s current directors and officers liability insurance policies as of
the effective time of the merger. It is expected that such liability insurance will be obtained by Vialta in advance of the
effective time, at an anticipated cost of approximately $400,000.

Compensation of the Special Committee

In consideration of the expected time and other commitments that would be required of special committee
members generally and the chairman of the special committee in particular, the board of directors determined that the
chairman of the special committee would receive an annual fee of $25,000, payable quarterly at the end of each fiscal
quarter, which will accelerate on consummation of the merger or an alternative acquisition proposal (including a
liquidation or dissolution). In addition, each member of the special committee, including the chairman, will receive
$2,000 per meeting attended in person or $1,000 per meeting attended via telephone as compensation for their service
on the special committee, up to a maximum of $20,000 for the chairman and $18,000 for the other member, in each
case without regard to whether the special committee were to recommend approval of the merger agreement or
whether the merger was consummated. Accordingly, Mr. Cain, chairman of the special committee, will receive
$45,000, and Mr. Dubester, the other member of the special committee, will receive $18,000 as compensation for their
services on the special committee. The members of the special committee are also entitled to receive reimbursement
for the expenses incurred in connection with their service on the special committee.

Certain Fraudulent Transfer Risks

If Vialta is deemed to be insolvent at the effective time of the merger or becomes insolvent as a result of the
merger, the transfer of funds representing the $0.36 per share price payable to stockholders upon completion of the
merger may be deemed to be a fraudulent conveyance under applicable law and therefore may be subject to claims of
creditors of Vialta. If such a claim is asserted by the creditors of Vialta following the merger, there is a risk that
persons who were stockholders at the effective time of the merger will be ordered by a court to return to Vialta all or a
portion of the $0.36 per share in cash they received upon the completion of the merger.

Based upon the projected capitalization of Vialta at the time of the merger and projected results of operations and
cash flow following the merger, and management s discussions with the board of directors relating to such matters, the
board of directors of Vialta does not believe that Vialta and its subsidiaries, on a consolidated basis, will be insolvent
or otherwise left with unreasonably small capital immediately after giving effect to the merger.

Plans for Vialta if the Merger is Not Completed

It is expected that, if the merger is not completed, the current management of Vialta, other than Didier Pietri (who
has indicated his desire to resign from Vialta to pursue other business opportunities) and possibly William
Scharninghausen, under the direction of such members of the board of directors who decide to remain in office, will
manage Vialta as an ongoing business while continuing to explore strategic alternatives to maximize stockholder
value. It is likely under such circumstances that the company will engage a new
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independent accounting firm. The company may determine to effectuate a reverse stock split which would require
stockholder approval under applicable law, or to liquidate the company. If the merger agreement is not approved by
stockholders, or if the merger is not consummated for any other reason, there can be no assurance that any other
transaction acceptable to Vialta will be offered or that Vialta s business and operations will not be adversely affected.
In addition, if the merger is not completed, depending upon the circumstances, Vialta may be required to reimburse
certain expenses of Victory. See SPECIAL FACTORS Estimated Fees and Expenses of the Merger.
Estimated Fees and Expenses of the Merger

The fees and expenses that Vialta and Victory expect to incur in connection with the consummation of the merger
and the related transactions are set forth in the tables below:

Fees and Expenses of Vialta Estimated
Amount

Financial advisory fees and expenses $

Legal and accounting fees and expenses

Special committee fees and expenses

Printing and mailing fees and expenses

SEC filing fees

Miscellaneous

Total $

. . Estimated
Fees and Expenses of Victory Acquisition Corp. Amount
Legal and accounting fees and expenses $
Miscellaneous

Total $

Regulatory Approvals and Requirements

In connection with the merger, Vialta will be required to make certain filings with, and comply with certain laws
of, various federal and state governmental agencies, including filing a certificate of merger with the Secretary of State
of the State of Delaware in accordance with Delaware law after the approval and adoption of the merger agreement
and the merger by Vialta s stockholders.

It is currently expected that no regulatory approvals will be required in order to complete the merger.
Federal Income Tax Consequences

The following discussion summarizes the material U.S. federal income tax consequences of the merger that are
generally applicable to United States holders (as defined below) of Vialta common stock other than Victory and the
participating stockholders. This discussion is based on currently existing provisions of the Code, existing and
proposed Treasury Regulations promulgated under the Code, and current administrative rulings and court decisions,
all of which are subject to change, possibly with retroactive effect. This discussion does not address state, local or
foreign tax consequences that may be applicable to the parties specified in the first sentence of this paragraph, and
such parties should consult their own tax advisors with respect to such consequences.

United States Holders Other than the Participating Stockholders
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For purposes of this discussion, a United States holder means a holder that is (1) a citizen or resident of the United
States for federal income tax purposes; (2) a corporation (or other entity treated as an association taxable as a
corporation for U.S. federal income tax purposes) created or organized in or under the laws of the United States or any
state; (3) an estate, the income of which is subject to U.S. federal income

40

Table of Contents 77



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

taxation regardless of its source; or (4) a trust if (a) a U.S. court is able to exercise primary supervision over the
administration of the trust and one or more U.S. persons have authority to control all substantial decisions of the trust,
or (b) the trust has a valid election in effect under applicable Treasury Regulations to be treated as a U.S. person.

The following discussion applies only to United States holders of Vialta common stock who hold such shares as
capital assets and did not acquire shares of Vialta common stock pursuant to the exercise of employee stock options or
other compensation arrangements (and does not, except as specifically set forth below, apply to the exchange or
cancellation of employee stock options, including the receipt of cash therefor). Non-U.S. holders are advised to
consult their own tax advisors regarding the tax consequences of the proposed merger. This discussion does not
address tax issues relevant to certain classes of United States holders who may be subject to special treatment under
the Code, such as banks, other financial institutions, insurance companies, tax-exempt investors, regulated investment
companies, real estate investment trusts, persons subject to the alternative minimum tax, persons who hold their Vialta
common stock as part of a position in a straddle or as part of a hedging or conversion transaction, persons who are
deemed to sell their Vialta common stock under the constructive sale provisions of the Code, traders in securities that
elect to use a mark-to-market method of accounting for their securities holdings, persons that have a functional
currency other than the U.S. dollar, expatriates, S corporations, entities classified as partnerships for U.S. federal
income tax purposes or stockholders who hold Vialta common stock as dealers. This discussion also does not address
tax issues relevant to United States holders who are not considered to have disposed of all shares of Vialta because of
the application of the attribution rules of Section 318 of the Code. All such United States holders should consult their
own tax advisors concerning the U.S. federal income tax consequences of the merger to their particular situations.
Furthermore, if a partnership holds Vialta common stock, the tax treatment of a partner will generally depend on the
status of the partner and the tax treatment of the partnership. A partner of a partnership holding Vialta common stock
should consult its tax advisors. The federal income tax treatment of a stockholder who exercises statutory dissenters or
appraisal rights is not discussed in this section. Any stockholder considering exercising statutory dissenters or
appraisal rights should consult with his or her own tax advisor.

Tax matters are very complex and the tax consequences of the merger to you will depend on the facts of
your particular situation. You should consult your tax advisor for a full understanding of the tax consequences
of the merger to you, including the federal, state, local and foreign tax consequences of the merger.

For federal income tax purposes, the cash received by a United States holder as a result of the merger (including
any cash received in connection with the exercise of dissenters or appraisal rights) should be deemed to be received
from Vialta pursuant to a redemption of the shares held by such United States holder. If the deemed redemption of the
shares held by a particular United States holder qualifies as an exchange under section 302(b) of the Code (as
described below), the United States holder will recognize gain or loss for U.S. federal income tax purposes equal to
the difference, if any, between the holder s adjusted tax basis in the shares and the amount of cash received. If the
United States holder holds Vialta common stock as a capital asset, any gain or loss should generally be a capital gain
or loss. If the United States holder has held the shares for more than 1 year, any gain or loss should generally be a
long-term gain or loss. The deductibility of capital losses is subject to limitations.

If the deemed redemption of the shares held by a particular United States holder does not qualify as an exchange
under section 302(b) of the Code (as described below), then the cash received by the holder will be treated as a
dividend, provided that Vialta has sufficient accumulated or current earnings and profits. Any such dividend income
received by a United States holder will be treated as ordinary income for federal income tax purposes, and the entire
amount of the cash received (and not merely the excess of the cash received over the holder s adjusted tax basis in the
shares) will be subject to tax. To the extent this portion of the redemption proceeds constitutes qualified dividend
income under Section 1(h)(11) of the Code, it will be taxable to the stockholder at special 5% and 15% tax rates
applicable to such income. If the redemption proceeds do not constitute qualified dividend income then such dividend
income will be taxable to the stockholder as regular ordinary income (at federal tax rates as high as 35%). In order to
constitute qualified
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dividend income eligible for the reduced tax rates, a number of requirements must be met, including that the
stockholder s holding period for his or her shares must be at least 60 days as of the date on which the merger closes.
Stockholders are urged to consult their tax advisors regarding the applicability of the reduced tax rates to the portion
of the redemption proceeds that is treated as a dividend.

A United States holder s disposition of shares pursuant to the merger will qualify as an exchange under
section 302(b) of the Code if the disposition qualifies as a complete redemption of the United States holder s shares. A
United States holder s disposition of shares pursuant to the merger will result in a complete redemption if either: (i) the
holder does not own, directly or constructively, any shares of Vialta stock after the merger; or (ii) the holder does not
own directly any shares of Vialta stock after the merger and, with respect to any constructively owned shares, the
holder is eligible to (and does in fact) waive (pursuant to section 302(c)(2) of the Code) the attribution of such shares
to the holder. For the purpose of determining whether a redemption qualifies as an exchange under section 302(b) of
the Code, a United States holder must take into account not only the shares that the holder actually owns but also any
shares that the holder is deemed to own constructively under the attribution rules of section 318 of the Code. For
example, under these attribution rules, an individual is deemed to own constructively any shares held by his or her
spouse, parents, children and grandchildren, and is deemed to own constructively shares held by certain entities (such
as corporations, partnerships, estates, and trusts) in which he or she has an equity interest. Furthermore, an individual
is deemed to own any shares that he or she has the right to acquire by the exercise of an option, regardless of when the
option may be exercised.

If Victory contributes funds to cover a shortfall, a portion of the consideration received may be considered
proceeds from the sale of shares as opposed to a redemption. In such an instance, the United States holder will
recognize gain or loss for U.S. federal income tax purposes equal to the difference, if any, between the holder s
adjusted tax basis in the shares considered sold and the cash considered to have been received with respect to such
sale. If the United States holder holds Vialta common stock as a capital asset, any gain or loss should generally be a
capital gain or loss. If the United States holder has held the shares for more than 1 year, any gain or loss should
generally be a long-term gain or loss. The deductibility of capital losses is subject to limitations.

United States holders of Vialta common stock may be subject to backup withholding on cash payments received in
exchange for shares in the merger or received upon the exercise of dissenters rights. Backup withholding generally
will apply only if the stockholder fails to furnish a correct social security number or other taxpayer identification
number, or otherwise fails to comply with applicable backup withholding rules and requirements. Corporations
generally are exempt from backup withholding. Stockholders should complete and sign the substitute Form W-9 that
will be part of the letter of transmittal to be returned to the paying agent to provide the information and certification
necessary to avoid backup withholding.

Anticipated Accounting Treatment of the Merger

The merger will be accounted for under the purchase method of accounting, under which the total consideration
paid in the merger will be allocated among Vialta s consolidated assets and liabilities based on the fair values of the
assets acquired and liabilities assumed.

Appraisal and Dissenters Rights

Assuming the consummation of the merger, stockholders who do not vote their shares of Vialta common stock in
favor of the merger may, under certain conditions, become entitled to be paid the fair value of their shares of common
stock in lieu of receiving the merger consideration of $0.36 per share. Stock option holders will not be entitled to any
such rights in connection with the merger by virtue of holding such stock options.

The merger agreement provides that shares of Vialta common stock outstanding immediately prior to the effective
time of the merger that have not been voted in favor of the merger will not be converted into the right to receive
$0.36 per share pursuant to the merger agreement if the holder of such shares validly exercises and perfects or does
not lose or waive the benefit of statutory appraisal rights with respect to such shares. Holders of such shares may
waive dissenters rights and receive $0.36 per share merger consideration. Notwithstanding
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the foregoing, such shares will be automatically converted into the right to receive $0.36 per share pursuant to the
merger agreement on the same basis as all other shares of Vialta common stock are converted in the merger when and
if the stockholder withdraws his or her demand for appraisal and waives his or her dissenters rights or otherwise
become legally ineligible to exercise appraisal or dissenters rights.

Because Vialta is a Delaware corporation, the availability of dissenting stockholders appraisal rights is determined
by Delaware law, which is summarized below. However, because Vialta transacts a substantial amount of its business
in California, stockholders also may have rights as dissenting stockholders under California law as a result of the
merger. Because of the potential applicability of California law, summaries for both Delaware and California law
regarding dissenting stockholders or stockholder rights are provided below.

Under both Delaware and California law, stockholders who vote in favor of the merger will have waived
their rights as a dissenting stockholder or stockholder. You are urged to consult your legal advisor if you are
considering exercising appraisal rights or dissenters rights.

Appraisal rights under Delaware law

Under Section 262 of the Delaware General Corporation Law ( DGCL ), stockholders who do not vote in favor of
or consent to the approval and adoption of the merger agreement will be entitled to elect to have the fair value of their
shares judicially determined as of the date on which the proposed merger is completed.

Stockholders must follow the required procedures set forth in Section 262 of the DGCL exactly or any
appraisal rights may be lost.

The following discussion is not a complete statement of the law pertaining to appraisal rights under the DGCL and
is qualified in its entirety by the full text of Section 262, which is provided as Appendix E to this proxy statement. All
references in Section 262 and in this summary to a stockholder are to the record holder of the shares of Vialta
common stock as to which appraisal rights are asserted. Stockholders who have a beneficial interest in shares of Vialta
common stock held of record in the name of another person, such as a broker or nominee, must act promptly to cause
the record holder to follow properly the steps summarized below in a timely manner to perfect their appraisal rights.

Under Section 262, where a proposed merger is to be submitted for approval at a meeting of stockholders, as in the
case of the special meeting, the company must notify each of its stockholders entitled to appraisal rights that such
appraisal rights are available and include in such notice a copy of Section 262, not less than 20 days prior to the
meeting. This proxy statement is that notice, and the applicable statutory provisions of the DGCL are attached to this
proxy statement as Appendix E. Please note that the 20-day time period begins on the date the notice was mailed, not
on the date it is received. Stockholders who wish to exercise appraisal rights or wish to preserve the right to do so,
should review carefully Section 262 and are urged to consider seeking advice of legal counsel, since failure to comply
fully with the procedures of that Section will result in the loss of appraisal rights.

General requirements. Stockholders who wish to exercise the right to dissent from the merger and demand
appraisal under Section 262 of the DGCL, must be satisfy each of the following conditions:

Written demand for appraisal. Stockholders must deliver to Vialta at 48461 Fremont Boulevard, Fremont,
California 94538 a written demand for appraisal of their shares before the vote on the merger at the special
meeting (scheduled to be held on , 2005), which demand will be sufficient if it includes the
stockholder s name, mailing address, number of shares of Vialta common stock covered by the demand and notice
that he or she intends to demand the appraisal.

Refrain from voting for the merger. Stockholders must not vote in favor of the merger agreement. Because a
proxy that does not contain voting instructions will, unless revoked, be voted in favor of the merger agreement,
stockholders who vote by proxy and wish to exercise appraisal rights must mark their proxy to include their vote
against the merger agreement or abstention from voting on the merger agreement. You are not required to vote
against the merger to preserve dissenters rights.
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Continuous ownership of Vialta shares. Stockholders must continuously hold their shares from the date of
making their demand through the effective time of the merger. Stockholders who hold shares of common stock
on the date the written demand for appraisal is made but thereafter sell, transfer or otherwise dispose of their
shares prior to the effective time of the merger, will lose any right to appraisal in respect of such shares.

Notice. Within 10 days after the effective time of the merger, Vialta must notify each stockholder who is entitled
to appraisal rights of the date that the merger became effective.

Neither voting in person or by proxy against, abstaining from voting on nor failing to vote on the proposal to
approve and adopt the merger agreement will constitute a written demand for appraisal within the meaning of
Section 262. The written demand for appraisal must be in addition to and separate from any such proxy or vote.

Only a holder of record of shares of Vialta common stock is entitled to assert appraisal rights for the shares of
common stock registered in that holder s name. A demand for appraisal should be executed by or on behalf of the
stockholder of record, fully and correctly, as that stockholder s name appears on such stock certificates, should specify
the stockholder s name and mailing address, the number of shares of common stock owned and that the stockholder
intends thereby to demand appraisal of the stockholder s common stock.

If shares are owned of record in a fiduciary capacity, such as by a trustee, guardian or custodian, execution of the
demand must be made by or on behalf of the record owner. If shares are owned of record by more than one person as
in a joint tenancy or tenancy in common, the demand must be executed by or on behalf of all owners. An authorized
agent, including an agent for one or more joint owners, may execute a demand for appraisal on behalf of a stockholder
of record; however, the agent must identify the record owner or owners and expressly disclose the fact that, in
executing the demand, the agent is acting as agent for the record owner or owners.

A record holder such as a broker who holds shares as nominee for several beneficial owners may exercise
appraisal rights with respect to the shares held for one or more beneficial owners while not exercising those rights
with respect to the shares held for one or more other beneficial owners; in such case, the written demand should set
forth the number of shares as to which appraisal is sought. Where no number of shares is expressly mentioned, the
demand will be presumed to cover all shares held in the name of the record owner. Stockholders who hold shares in
brokerage accounts or other nominee forms and wish to exercise appraisal rights, are urged to consult with their
broker to determine the appropriate procedures for the making of a demand for appraisal by such a nominee.

Stockholders should address the written demand to Vialta, Inc., 48461 Fremont Boulevard, Fremont, California
94538, Attention: Director of Finance.

Within 120 days after the effective time of the merger, but not thereafter, either Vialta or any stockholder who has
complied with the requirements of Section 262 may file a petition in the Delaware Chancery Court demanding a
determination of the fair value of all shares held by stockholders who have asserted appraisal rights. Vialta is under no
obligation to and has no present intent to file a petition for appraisal, and stockholders should not assume that the
company will file such a petition or will initiate any negotiations with respect to the fair value of the shares.

Within 120 days after the effective time of the merger, any stockholder who has complied with the provisions of
Section 262 to that point in time will be entitled to receive from Vialta, as the company surviving the merger, upon
written request, a statement setting forth the aggregate number of shares of common stock not voted in favor of the
merger agreement and with respect to which demands for appraisal have been received by Vialta and the aggregate
number of holders of such shares. Vialta must mail this statement to the stockholder within 10 days after receipt of the
request or within 10 days after expiration of the period for delivery of demands for appraisal under Section 262,
whichever is later.

A stockholder timely filing a petition for appraisal with the Delaware Court of Chancery must deliver a copy to
Vialta, who will then be obligated within 20 days to file in the Delaware Court of Chancery a duly
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verified list containing the names and addresses of all stockholders who have demanded appraisal of their shares.
After notice to the stockholders, the Delaware Court of Chancery is empowered to conduct a hearing on the petition to
determine which stockholders are entitled to appraisal rights. The Delaware Court of Chancery may require
stockholders who have demanded an appraisal for their shares and who hold stock represented by certificates to
submit their certificates to the Register in Chancery for notation thereon of the pendency of the appraisal proceedings,
and if any stockholder fails to comply with the requirement, the Delaware Court of Chancery may dismiss the
proceedings as to that stockholder.

After determining the stockholders entitled to an appraisal, the Delaware Court of Chancery will appraise the fair
value of their shares, exclusive of any element of value arising from the accomplishment or expectation of the merger,
together with a fair rate of interest, if any, to be paid upon the amount determined to be the fair value. The costs of the
action may be determined by the Delaware Chancery Court and taxed upon the parties as the Delaware Chancery
Court deems equitable. Upon application of a stockholder asserting appraisal rights, the Delaware Chancery Court
may also order that all or a portion of the expenses incurred by any stockholder in connection with the appraisal
proceeding, including, without limitation, reasonable attorneys fees and the fees and expenses of experts, be charged
pro rata against the value of all of the shares entitled to appraisal.

Stockholders who are considering seeking appraisal should be aware that the fair value of their shares as
determined under Section 262 could be more than, the same as or less than the $0.36 per share they would receive
pursuant to the merger agreement if they did not seek appraisal of your shares. Stockholders should also be aware that
investment banking opinions are not opinions as to fair value under Section 262. Moreover, Vialta does not anticipate
offering more than the merger consideration to any stockholder exercising appraisal rights and reserves the right to
assert, in any appraisal proceeding, that, for purposes of Section 262, the fair value of a share of its common stock is
less than the merger consideration. In determining fair value and, if applicable, a fair rate of interest, the Delaware
Chancery Court is permitted to take into account all relevant factors, including market value, asset value, dividends,
earnings prospects, the nature of the enterprise and any other facts that could be ascertained as of the date of the
merger that throw any light on future prospects of the merged corporation.

All shares of Vialta common stock will be cancelled on consummation of the merger, including shares held by
dissenting stockholders. Any stockholder who has duly demanded an appraisal in compliance with Section 262 will
not, from and after the effective time of the merger, be entitled to vote such stockholder s shares of common stock
subject to such demand for any purpose or to receive payment of dividends or other distributions on those shares
(except dividends or other distributions payable to holders of record of shares as of a record date prior to the effective
time of the merger), or receive payment of any consideration provided for in the merger agreement.

Stockholders may withdraw their demand for appraisal and accept the $0.36 per share merger consideration by
delivering to Vialta a written withdrawal of demand for appraisal and an acceptance of the merger consideration,
except that:

any attempt to withdraw such demand made more than 60 days after the effective time of the merger will require
Vialta s written approval, and

no appraisal proceeding in the Delaware Chancery Court will be dismissed as to any stockholder without the
approval of the Delaware Chancery Court, and that approval may be conditioned upon such terms as the
Delaware Chancery Court deems just.
Dissenters rights under California law
A stockholder s dissent of the merger may also be governed by specific legal provisions contained in Chapter 13 of
the California General Corporation Law ( CGCL ). The following summary of the provisions of Chapter 13 of the
CGCL is not intended to be a complete statement of such provisions and is qualified in its entirety by reference to the
full text of Chapter 13 of the CGCL, a copy of which is attached as Appendix F to this proxy statement and is
incorporated herein by reference.
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Stockholders must follow the required procedures set forth in Chapter 13 of the CGCL exactly or any
dissenters rights may be lost.

Under Chapter 13 of the CGCL, if the merger is consummated, and a stockholder properly exercises dissenter s
rights, his or her shares of common stock will not be converted into the right to receive merger consideration of
$0.36 per share, but instead, will be converted into the right to receive in cash the fair value of those shares
determined as of March 28, 2005, the day before the announcement of the terms of the merger and excluding any
appreciation or depreciation in consequence of the merger.

General requirements. Stockholders who wish to exercise the right to dissent from the merger under Chapter 13 of
the CGCL must satisfy each of the following conditions:

Refrain from voting for the merger. Stockholders must not vote in favor of the merger agreement and the merger.
Because a proxy that does not contain voting instructions will, unless revoked, be voted in favor of the merger
agreement, stockholders who vote by proxy and wish to exercise appraisal rights must vote against the merger
agreement and the merger or abstain from voting on the merger agreement and the merger. You are not required
to vote against the merger to preserve dissenters rights.

Notice and declaration of fair value. If the merger agreement and the merger are approved by a sufficient number

of votes, in person or by proxy, Vialta will, within 10 days after such approval, mail to any stockholder who may
have a right to require the company to purchase such stockholder s shares of Vialta common stock for fair value
under Chapter 13 of the CGCL, or the Dissenting Stockholders, a notice that the required stockholder approval of
the merger agreement was obtained, accompanied by a copy of Chapter 13 of the CGCL. The notice of approval
will set forth the price that Vialta has determined represents the fair value of any dissenting shares (which shall
constitute an offer to purchase such dissenting shares at such stated price) and will set forth a brief description of
the procedures to be followed by the Dissenting Stockholders who wish to exercise their dissenters rights.

Written demand of appraisal. Within 30 days after the date on which the notice of approval was mailed,
Dissenting Stockholders are required to make a written demand to Vialta to purchase dissenting shares for a cash
payment of their fair value. Written demand is required by law to contain a statement concerning the number of
shares of Vialta common stock held by the Dissenting Stockholder and the amount that he or she claims to be the
fair value of these shares as of March 28, 2005. The statement of fair value in the Dissenting Stockholder s written
demand will constitute such stockholder s offer to sell these shares at the price identified in the demand. Such
demand must be addressed to Vialta, Inc., 48461 Fremont Boulevard, Fremont, California 94538, Attention:
Secretary. If the price contained in the notice of approval is acceptable to the stockholder, he or she may demand
that price. This would constitute an acceptance of Vialta s offer to purchase the stock at the price stated in the
notice of approval. Stockholders may not withdraw their dissent or demand for payment unless Vialta consents to
such withdrawal.

Surrender of stock certificate(s). Within 30 days after the notice of approval was mailed, Dissenting Stockholders
also must submit the certificates representing their dissenting shares (or if their dissenting shares are
uncertificated, a written notice of the number of shares, which the shareholder demands that Vialta purchase) to
Vialta, Inc., 48461 Fremont Boulevard, Fremont, California 94538, Attention: Secretary. The certificates
representing dissenting shares will be stamped or endorsed with a statement that the shares are dissenting shares
of common stock.

If Vialta and a stockholder agree upon the price to be paid for dissenting shares, upon surrender of the certificates
representing the dissenting shares, that price (together with interest thereon at the legal rate on judgments from the
date of the agreement between Vialta and such stockholder) is required by law to be paid to you within 30 days after
such agreement or within 30 days after any statutory or contractual conditions to the merger are satisfied, whichever is
later, subject to surrender of stock certificates representing the dissenting shares.
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If Vialta and a stockholder disagree as to the price for dissenting shares or disagree as to whether these shares are
entitled to be classified as dissenting shares, a Dissenting Stockholder may, within six months after the notice of
approval is mailed, file a complaint in the California Superior Court of the proper county requesting the court to make
such determination or, alternatively, he or she may intervene in any pending action brought by another Dissenting
Stockholder. Costs of such an action (including compensation of appraisers) are required to be assessed as the court
considers equitable but must be assessed against Vialta if the appraised value determined by the court exceeds the
price offered.

The court action to determine the fair value of dissenting shares will be suspended if litigation is instituted to test
the sufficiency or regularity of the votes of the stockholders in approving the merger (assuming such an action may be
maintained under California law). Furthermore, no Dissenting Stockholder who has demanded payment of cash for his
or her shares under Chapter 13 of the CGCL shall have any right to attack the validity of the merger, or to have the
merger set aside or rescinded, except in an action to test whether the votes required to authorize or approve the merger
have been legally and validly obtained in favor of the merger (assuming such an action may be maintained under
California law). If a stockholder institutes any action to attack the validity of the merger, or to have the merger set
aside or rescinded (assuming such an action may be maintained under California law), the stockholder shall not
thereafter have any right to demand payment of cash for his or her shares pursuant to Chapter 13 of the CGCL. In any
action to attack the validity of the merger, or to have the merger set aside or rescinded (assuming such an action may
be maintained under California law), if it is determined that Victory controls Vialta or that the parties to the merger
are under common control, the participating stockholders may have the burden of proving that the transaction is just
and reasonable as to the shareholders of Vialta.

Dissenting shares may lose their status and a Dissenting Stockholder s right to demand payment will terminate,
among other reasons, if:

the merger is abandoned;
a stockholder transfers his or her shares of common stock before submitting them for endorsement;

Vialta and the Dissenting Stockholder do not agree on the status of the shares as dissenting shares or on the price
of such shares and the Dissenting Stockholder fails to file suit against Vialta or intervene in a pending action
within six months following the date on which the notice of approval was mailed;

a stockholder withdraws his or her demand for the purchase of the dissenting shares of common stock with
Vialta s consent; or

a stockholder fails to comply with the procedures for written demand of appraisal and surrender of stock
certificates set forth in Chapter 13 of the CGCL.

Stockholders who fail to comply strictly with these procedures will lose their dissenters rights.
Consequently, stockholders who wish to exercise dissenters rights are strongly urged to consult a legal advisor.
THE SPECIAL MEETING

Date, Time and Place
The special meeting will be held on , 2005 at a.m., local time, at the Fremont Marriott, 46100
Landing Parkway, Fremont, CA 94538.
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Matters to be Considered
At the special meeting, stockholders will be asked to:

consider and vote upon a proposal to approve and adopt the merger agreement and approve the merger;

consider and vote upon a proposal to adjourn the special meeting if necessary to permit further solicitation of
proxies in the event there are not sufficient votes at the time of the special meeting to approve the merger
agreement and the merger; and

transact such other business as may properly come before the special meeting or any adjournments or
postponements of the special meeting.
Record Date; Voting Rights

Vialta has fixed , 2005 as the record date for the special meeting. Only holders of record of Vialta
common stock as of the close of business on the record date are entitled to notice of, and to vote at, the special
meeting and any adjournment or postponement thereof. As of the close of business on the record date, there were

shares of Vialta common stock issued and outstanding held by approximately holders of
record.
Quorum

The presence in person or by proxy of a majority of the votes entitled to be cast by the common stock will
constitute a quorum at the special meeting.

Any shares of Vialta common stock held in treasury by Vialta or by any of its subsidiaries are not considered to be
outstanding on the record date or otherwise entitled to vote at the special meeting for purposes of determining a
quorum.

Shares represented by proxies reflecting abstentions and properly executed broker non-votes will be counted as
present and entitled to vote for purposes of determining a quorum. A broker non-vote arises when a bank, broker or
other nominee holding shares for a beneficial owner does not vote on a particular proposal because the nominee does
not have discretionary voting power with respect to that proposal and has not received voting instructions from the
beneficial owner.

Required Vote

Stockholder approval of the merger and approval and adoption of the merger agreement requires the affirmative
vote of at least a majority of the shares outstanding as of the record date for the special meeting. It is not required that
a majority of stockholders other than the participating stockholders vote for the approval and adoption of the merger
agreement and the merger.

Subject to the terms of a voting agreement, Victory committed to vote in favor of the merger agreement shares
beneficially owned by it representing approximately 39% of the votes entitled to be cast. See SPECIAL FACTORS
Voting Agreement for a description of the voting agreement. Vialta s directors and executive officers other than
Mr. Chan own approximately 5% of Vialta s outstanding common stock, and have indicated to Vialta their intention to
vote in favor of approval of the merger agreement and the merger.

The vote required in order for stockholders to approve the proposal to adjourn the special meeting if necessary to
permit further solicitation of proxies in the event there are not sufficient votes at the time of the special meeting to
approve the merger agreement is the affirmative vote of a majority of the shares of stock present or represented at the
meeting and entitled to vote, even if less than a quorum.

In the case of the proposal to approve and adopt the merger agreement, a failure to vote, an abstention or a broker
non-vote will have the same effect as a vote AGAINST the proposal. In the case of the proposal to adjourn the special
meeting if necessary to permit further solicitation of proxies in the event there are not sufficient votes at the time of
the special meeting to approve the merger agreement, a failure to vote or a
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broker non-vote will have no effect on the outcome of the voting but an abstention will have the same effect as a
vote AGAINST adjournment.

If the special meeting is adjourned or postponed for any reason, at any subsequent reconvening of the special
meeting, all proxies will be voted in the same manner as they would have been voted at the original convening of the
meeting (except for any proxies that have been revoked or withdrawn).

Stockholder approval of the merger by a majority of the outstanding shares of Victory Acquisition Corp. was
required and has already been obtained.

How Shares are Voted; Proxies; Revocation of Proxies

You may vote by attending the special meeting and voting in person by ballot, by completing the enclosed proxy
card and then signing, dating and returning it in the postage pre-paid envelope provided. Submitting a proxy now will
not limit your right to vote at the special meeting if you decide to attend in person. If your shares are held of record in

street name by a broker, nominee, fiduciary or other custodian and you wish to vote in person at the special meeting,
you must obtain from the record holder a proxy issued in your name.

Shares represented by a properly executed proxy will be voted at the special meeting and, when instructions have
been given by the stockholder, will be voted in accordance with those instructions. If you submit a proxy without
giving voting instructions, the persons named as proxies on the proxy card will vote your shares FOR the approval and
adoption of the merger agreement and the merger and FOR the proposal to adjourn the special meeting if necessary to
permit further solicitation of proxies in the event there are not sufficient votes at the time of the special meeting to
approve the merger agreement and the merger.

As of the date of this proxy statement, Vialta does not expect a vote to be taken on any matters at the special
meeting other than the proposal to approve and adopt the merger agreement and the merger and the proposal to
adjourn the special meeting if necessary to permit further solicitation of proxies in the event there are not sufficient
votes at the time of the special meeting to approve the merger agreement and the merger. A properly executed proxy
gives the persons named as proxies on the proxy card authority to vote in their discretion with respect to any other
matters that properly come before the special meeting.

You may revoke your proxy at any time before it is actually voted by submitting to the Secretary of the company a
written notice of revocation, by delivering a duly executed proxy bearing a later date or by attending the special
meeting and voting in person. Please note, however, that if your shares are held of record by a broker, bank or other
nominee and you wish to vote at the special meeting, you must bring to the meeting a proxy from the broker, bank or
other nominee authorizing you to vote the shares. Attendance at the special meeting will not, by itself, revoke a proxy.
If you have given voting instructions to a broker, nominee, fiduciary or other custodian that holds your shares in street
name, you may revoke those instructions by following the directions given by the broker, nominee, fiduciary or other
custodian.

Solicitation Of Proxies

This proxy statement is being furnished in connection with the solicitation of proxies by Vialta s board of directors.
Vialta will bear the costs of soliciting proxies. These costs include the preparation, assembly and mailing of the proxy
statement, the notice of the special meeting of stockholders and the enclosed proxy, as well as the cost of forwarding
these materials to the beneficial owners of Vialta common stock. Vialta s directors, officers and regular employees
may, without compensation other than their regular compensation, solicit proxies by mail, e-mail or telephone, in
person or via the Internet. Vialta will also reimburse brokerage firms, custodians, nominees, fiduciaries and others for
expenses incurred in forwarding proxy material to the beneficial owners of Vialta common stock.

Appraisal or Dissenters Rights

Stockholders who do not vote in favor of approval of the merger agreement and who otherwise comply with the
procedures for perfecting dissenters or appraisal rights under the applicable statutory provisions of Delaware or
California law, as applicable, summarized elsewhere in this proxy statement may demand
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payment of the fair value of their shares in cash in connection with the consummation of the merger. See SPECIAL
FACTORS Appraisal and Dissenters Rights.
Adjournment

If the special meeting is adjourned to a different place, date or time, Vialta need not give notice of the new place,
date or time if the meeting is not adjourned for more than 30 days and if the new place, date or time is announced at
the meeting, unless a new record date is or must be set for the adjourned meeting.

Attending the Special Meeting

In order to attend the special meeting in person, you must be a stockholder of record on the record date, hold a
valid proxy from a record holder or be an invited guest of Vialta. You will be asked to provide proper identification at
the registration desk on the day of the meeting or any adjournment of the meeting.

PARTIES INVOLVED IN THE PROPOSED TRANSACTION
Information about Vialta

Vialta is a Delaware corporation engaged in the business of designing and marketing consumer electronics
products. The address and telephone number of the principal executive offices of Vialta are 48461 Fremont
Boulevard, Fremont, California 94538, Telephone: (510) 870-3088.

Additional information about Vialta is contained in its Annual Report on Form 10-K for the fiscal year ended
December 31, 2004, which is attached hereto as Annex I and its Quarterly Report on Form 10-Q for the quarterly
period ended March 31, 2005, which is attached hereto as Annex J.

Information as of March 31, 2005 respecting Vialta s executive officers (other than Mr. Chan, about whom
information is provided below under  Information about Victory and the Participating Stockholders ) and directors is
set forth below. All of the executive officers and directors identified below are citizens of the United States. During
the last five years, none of the executive officers and directors identified below has been convicted in a criminal
proceeding (excluding traffic violations or similar misdemeanors) or was party to any judicial or administrative
proceeding (except for matters that were dismissed without sanction or settlement) that resulted in a judgment, decree
or final order enjoining the person from future violations of, or prohibiting activities subject to, federal or state
securities laws, or a finding of any violation of federal or state securities laws. The address for each of the executive
officers and directors is the principal address for Vialta.

Didier Pietri, 42, has been a member of Vialta s board of directors since September 2001. Mr. Pietri joined Vialta
in April 2001 as its President and in August 2001 also became its Chief Executive Officer. In July 2004 he resigned
his position as President. Prior to joining Vialta, Mr. Pietri served as President and Chief Executive Officer of
TV A/Motion International, a global entertainment production and distribution company from August 1999 to March
2001. From June 1995 to July 1999, Mr. Pietri was Senior Vice President of the ABC Television Network Group, as
well as President of ABC Pictures, a division of The Walt Disney Company.

Yin-Wu Chen, 46, has been President of Vialta since July 2004. He joined Vialta in 2001 as Vice President of
Engineering. Prior to Vialta, he was cofounder, president, and chief executive officer of PROTON Communications, a
Taiwan-based company, developing videophones, network computers, CCD cameras, CCTV monitors, and digital
recorders. He also served as executive vice president of the parent company, PROTON Electronic Industrial, a
brand-name manufacturer of consumer electronics, and was responsible for the overall operations of the 650-person
company with production and sales channels in Taiwan and overseas. Earlier in his career, Mr. Chen was with AT&T
Bell Laboratories in New Jersey and worked on various networking projects.

William M. Scharninghausen, 47, has been Chief Financial Officer of Vialta since October 2002. Prior to joining
Vialta, he was the Chief Financial Officer of Diva Systems, Inc., a video on demand technology
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company, from January 1999 to September 2002. He also served as the Senior Vice President of Finance and
Administration of Diva Systems, Inc. from June 1997 to September 2002. As part of Gemstar-TV Guide International,
Inc. s proposed purchase of Diva s assets, Diva filed a Chapter 11 bankruptcy petition and pre-negotiated plan of
reorganization on May 29, 2002 in the Northern District of California.

George M. Cain, 61, has been a member of Vialta s board of directors since February 2003. Mr. Cain is the founder
and President of C3 Media & Marketing Group, LLC, a media marketing consulting company. He has held that
position since 1995. Mr. Cain is also the founder and CEO of Greenwich Consulting Partners, LLC (formerly
Strategic Media & Marketing Group, LLC), a marketing and sales company which has assisted a German enterprise
software company with the introduction of its products in North America. He has held that position since 2001.

Herbert Chang, 42, has been a member of Vialta s board of directors since November 1999. Mr. Chang is the
President of InveStar Capital, Inc., a venture capital firm. He has held that position since August 1996. In addition,
Mr. Chang is the managing member of Forefront Associates, LLC, which is the general partner of Forefront Venture
Partners, L.P., a position he has held since February 1998. Mr. Chang currently serves as a director of Marvell
Technology Group Ltd. and Oplink Communications, Inc.

Michael S. Dubester, 58, has been a member of Vialta s board of directors since February 2003. Mr. Dubester is
the Senior Vice President of Business Development of Vulcan Sports Media, Inc., a U.S. sports media company
whose principal business is The Sporting News. He has held that position since 2000. Prior to that, Mr. Dubester
served as the President of Times Mirror Interzines, the online network of Internet sites affiliated with Times Mirror
Magazine titles, the previous owner of The Sporting News, from 1998 until 2000. He was the founder and President of
The Sporting News Online, from 1996 until 1998.

Matthew K. Fong, 51, has been a member of Vialta s board of directors since April 1999. Mr. Fong was employed
by Vialta from September 2001 through January 31, 2003, as an Advisor to the Chairman of the Board. In addition,
since February 1999, Mr. Fong has been an attorney with the law firm of Sheppard, Mullin, Richter & Hampton, LLP
and the Chief Executive Officer of Strategic Advisory Group, a financial and high technology consulting group that he
founded. In January 2005, Mr. Fong joined Zero Stage Capital, a venture capital firm that invests in emerging growth
companies in selected technology sectors, as special general partner. Prior to that, Mr. Fong served as California State
Treasurer from January 1995 to January 1999.

Information about Victory and the Participating Stockholders

The information concerning Victory and the participating stockholders has been furnished by Victory. Vialta does
not assume responsibility for the accuracy or completeness of the information concerning Victory or the participating
stockholders.

Victory Acquisition Corp. was formed by Vialta s Chairman, Fred S.L. Chan, solely for the purpose of acquiring
all of the outstanding shares of Vialta common stock not already owned or controlled by the participating
stockholders. Mr. Chan is the sole executive officer of Victory, as its President, Treasurer and Secretary, and is its sole
director. The address and telephone number of the principal executive officers of Victory are 19770 Stevens Creek
Blvd., Cupertino, CA 95014, Telephone: (408) 863-7332.

Information as of March 31, 2005 respecting Mr. Chan and Annie M.H. Chan is set forth below. Both Fred S. L.
Chan and Annie M. H. Chan are citizens of the United States. During the last five years, none of the participating
stockholders and none of the directors and executive officers of any participating stockholder has been convicted in a
criminal proceeding (excluding traffic violations or similar misdemeanors) or was party to any judicial or
administrative proceeding (except for matters that were dismissed without sanction or settlement) that resulted in a
judgment, decree or final order enjoining the person from future violations of, or prohibiting activities subject to,
federal or state securities laws, or a finding of any violation of federal or state securities laws. The address for each of
the participating stockholders is the principal address for Victory.

Fred S. L. Chan, 58, has served as Vialta s Chairman of the Board of Directors since Vialta s inception in 1999. He
also served as Vialta s President from its inception through April 2001 and as Chief Executive
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Officer from its inception through August 2001. Prior to joining Vialta, Mr. Chan founded and held various executive
positions at ESS Technology, Inc., a designer, developer and marketer of highly integrated digital system processor
chips, since 1986, as well as being Chairman of the Board, in which capacity he still serves.

Annie M. H. Chan is a controlling person by virtue of her beneficial ownership of 70.5% of the outstanding shares
of Victory (including shares held in her name, in the name of the Annie M. H. Chan Trust and in the name of
Evershine, of which she is one of two managing members of the general partner). Since March 1996, Ms. Chan s
principal occupation has been President of the Everlasting Private Foundation, a charitable organization located at the
principal address of Victory.

The participating stockholders consist of Fred S.L. Chan, his wife Annie M. H. Chan, trusts established for the
benefit of their children and a related entity, all of whom have contributed their shares to Victory. The participating
stockholders are:

Fred S. L. Chan,

Annie M.H. Chan,

Annie M. H. Chan TR UA 07-25-95, The Annie M. H. Chan Living Trust,

Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR UA DTD 12/21/87, The David Y. W. Chan Trust,
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR UA DTD 12/21/87, The Edward Y. C. Chan Trust,
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR UA DTD 3/16/92, The Michael Y. J. Chan Trust,
Shiu Leung Chan & Annie M. H. Chan Gift Trust Dated 11/20/92, and

Evershine XVI, L.P., a California limited partnership that operates as an investment fund principally engaged in
the business of making venture capital and other investments.

Annie M. H. Chan is Mr. Chan s wife and the trusts listed were created by Fred and Annie Chan, husband and
wife, or by Annie Chan for the benefit of their children. Each of the trusts does not engage in business and is
organized under the laws of the state of California. Evershine X VI, L.P., a California limited partnership that operates
as an investment fund principally engaged in the business of making venture capital and other investments. The
general partner of Evershine X VI, L.P. is Everbright II, LLC, an entity controlled by Fred and Annie Chan.

THE MERGER AGREEMENT

The following summary of the material terms of the merger agreement is qualified in its entirety by reference to
the merger agreement, a copy of which is attached as Annex A to this proxy statement.
Structure of the Merger

At the effective time of the merger, Victory will merge with and into Vialta and the separate corporate existence of
Victory will end. Vialta will be the surviving corporation in the merger and will continue to be a Delaware corporation
after the merger.

The certificate of incorporation of Vialta, Inc. will be amended in the merger to read as set forth in Exhibit B to
the merger agreement. The bylaws of Victory, as in effect immediately prior to the effective time of the merger, will
be the bylaws of Vialta, as the surviving corporation. Fred Chan, the sole officer and director of Victory, will, from
and after the effective time of the merger, be the initial director and officer of Vialta, as the surviving corporation,
until his successor is duly elected and qualified or until his earlier resignation or removal.
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When the Merger Becomes Effective

Vialta and Victory will file a certificate of merger with the Secretary of State of the State of Delaware one
business day after the satisfaction or waiver of the closing conditions to the merger (other than the conditions that can
only be satisfied at the closing) or at such other time as Victory and Vialta may agree. The merger will become
effective upon the filing of the certificate of merger with the Secretary of State of the State of Delaware or at such
other time as may be agreed by Vialta and Victory and specified in the certificate of merger.
Effect of the Merger on the Capital Stock of Vialta and Victory Acquisition Corp.

At the effective time of the merger:

all shares of Vialta common stock that are held (1) in the treasury of Vialta, (2) by any wholly-owned subsidiary
of Vialta, (3) by Victory or (4) by any of the participating stockholders will be canceled and retired and will cease
to exist without any consideration payable therefor;

each other share of Vialta common stock issued and outstanding immediately before the merger becomes
effective (other than any share as to which a dissenting stockholder has perfected or not lost the benefit of
dissenters or appraisal rights under California or Delaware law, as applicable) will be converted into the right to
receive $0.36 in cash without interest; and

each share of Victory common stock will be converted into one share of common stock of Vialta, as the surviving
corporation in the merger.
Payment for Vialta Common Stock in the Merger

Victory Acquisition Corp. has designated Mellon Investor Services to act as paying agent in connection with the
merger. At the effective time of the merger, Vialta will deliver to the paying agent, for the benefit of the Vialta
stockholders entitled to receive the merger consideration, the amount of the aggregate merger consideration that Vialta
stockholders are entitled to receive under the merger agreement; provided that Victory will pay any shortfall, up to a
maximum of $4 million. The stock transfer books of Vialta will be closed, and there will be no further registration of
transfers of the shares of Vialta common stock that were outstanding immediately prior to the effective time of the
merger.

As soon as reasonably practicable after the effective time of the merger, the paying agent will mail to each record
holder of Vialta common stock whose stock certificates were converted into the right to receive merger consideration
or who has not announced an intention to exercise dissenters or appraisal rights, a letter of transmittal and instructions
for use in effecting the surrender of stock certificates in exchange for the applicable merger consideration of $0.36 per
share, without interest, less any withholding taxes required by law. Stockholders will be required to execute and
deliver a duly executed copy of the letter of transmittal (and such other documents as may be reasonably required by
the paying agent) before receiving the merger consideration. The letter of transmittal will require stockholders to
waive any claim to dissenters or appraisal rights.

If payment is to be made to a person other than the person in whose name the Vialta common stock certificate
surrendered is registered, it will be a condition of payment that the certificate so surrendered be properly endorsed or
otherwise in proper form for transfer and that the person requesting such payment pay any transfer or other taxes
required by reason of the payment to a person other than the registered holder of the certificate surrendered or that
such person establish to the satisfaction of the surviving corporation that such tax has been paid or is not applicable.

Any portion of the payment fund held by the paying agent that remains unclaimed by the stockholders of Vialta
180 days after the effective time of the merger may be repaid to Vialta, as the surviving corporation, and any
stockholders of Vialta who have not properly surrendered their stock certificates will thereafter look only to Vialta, as
the surviving corporation, for payment of their claim for the amount due to them (without interest) under the merger
agreement for their shares of Vialta common stock.
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Any shares of Vialta common stock that are issued and outstanding as of the effective time of the merger and are
held by a holder who has not voted in favor of the merger or consented thereto in writing and who has properly
exercised his or her appraisal or dissenters rights under the DGCL or the CGCL will not be converted into the right to
receive the merger consideration, but will instead become the right to receive such consideration as may be
determined to be due with respect to such dissenting shares pursuant to and subject to the requirements of the DGCL,
as applicable. If, after the effective time of the merger, any such holder has failed to perfect or has effectively
withdrawn or lost his or her dissenters rights, each share of such holder s Vialta common stock will thereupon be
deemed to have been converted into and to have become, as of the effective time of the merger, the right to receive,
without interest or dividends, the applicable merger consideration.

If, prior to the effective time of the merger, the outstanding shares of Vialta common stock are changed into a
different number of shares or shares of a different class as a result of a stock split, reverse stock split, stock dividend,
subdivision, reclassification, split, combination, exchange, recapitalization or other similar transaction, the merger
consideration will be appropriately adjusted in order to take into account such change.

Treatment of Stock Options

Vested Vialta stock options outstanding immediately prior to the effective time of the merger will be cancelled and
converted into the right to receive an amount in cash equal to (1) the excess, if any, of (x) the per share merger
consideration of $0.36 over (y) the applicable exercise price per share of Vialta common stock subject to such Vialta
stock option, multiplied by (2) the number of shares of Vialta common stock subject to such Vialta stock option (and
for which such Vialta stock option shall not theretofore have been exercised). As a result of the transaction, unvested
options held by Didier Pietri will accelerate in accordance with his stay bonus agreement and unvested options issued
to directors will accelerate in accordance with the terms of the 2000 Directors Stock Option Plan. In paying any such
cash amount in respect of a Vialta stock option, the surviving corporation will be entitled to deduct and withhold such
amounts as are required to be deducted and withheld under applicable tax law. All other unvested options will be
cancelled and terminated.

As part of the spin-off from ESS Technology, Vialta adopted the 2001 nonstatutory stock option plan and granted
options to purchase Vialta stock to all ESS Technology employees, consultants and outside directors with outstanding
ESS Technology options. Each Vialta option granted under the plan is exercisable at the same time (and to the same
extent) as an exercise of the corresponding ESS Technology option to which itis stapled . The options are exercisable
for the exercise price of the corresponding ESS Technology option, which is paid to ESS Technology. As a result, the
corresponding Vialta option has an exercise price of $0. The Vialta options vest, are exercisable, expire and otherwise
essentially mirror the provisions of the corresponding ESS Technology option held by the ESS Technology employee.
Since the spin-off, ESS Technology has not notified Vialta of the expiration of any ESS Technology options pursuant
to which the Vialta options are stapled. As a result, Vialta does not know how many options are outstanding under the
2001 nonstatutory stock option plan. However, Vialta believes that a significant number of options have expired. In
addition, based on the average strike price of ESS Technology options at the time of the spin-off relative to the current
price of ESS Technology common stock, to the best of its knowledge, Vialta does not believe that any ESS
Technology options to which Vialta options are stapled will be exercised. The closing price for ESS Technology stock
on March 31, 2005 was $5.27. As of December 31, 2001, the year stapled options were granted, the average exercise
price for outstanding ESS Technology stock options was $8.34 according to the 10-K filed by ESS Technology for the
fiscal year ended December 31, 2001.

Representations and Warranties

The merger agreement contains representations and warranties of each of Vialta and Victory as to, among other

things:

due organization, valid existence and good standing of itself and its subsidiaries;
power and authority to enter into the merger agreement, and, subject to stockholder approval, to consummate the

transactions contemplated therebys;
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capitalization;
the absence of conflicts with law, organizational documents, contracts and orders;

the absence of any required governmental filings, authorizations or approvals other than those specified in the
merger agreement;

the absence of any fees owed to brokers or finders in connection with the merger except as specified in the
merger agreement; and

no violation of existing agreements.
The merger agreement also contains representations and warranties of Vialta as to, among other things:
binding obligation;
subsidiaries;
litigation;
tax matters;
properties and leases;
contracts and commitments;
intellectual property;
compliance with applicable laws;
employee benefit plans and other agreements with employees;
insurance;
SEC filings and financial statements; and
balance sheet items.
The merger agreement also contains representations and warranties of Victory as to, among other things:
entry into the contribution agreement, additional contribution agreement and voting agreement;
information in SEC filings;
vote required; and
limited operations.
None of the representations and warranties in the merger agreement will survive the effective time of the merger
or the termination of the merger agreement.
Except as expressly contemplated by the provisions of the merger agreement relating to termination of the merger
agreement and expense reimbursement, none of Vialta, its subsidiaries, or any of their respective affiliates, directors or

officers will have any liability or obligation whatsoever to Victory or any of its respective affiliates or any
participating stockholder for any breach or inaccuracy of any representation or warranty made in the merger
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Material Adverse Effect

It is a condition to Victory s obligation to consummate the merger that all representations and warranties of Vialta
are true and correct except where the failure, alone or with aggregate would not have a material adverse effect.
Material adverse effect means, subject to certain limited exceptions, any change, event, circumstance or effect that is
reasonably likely to be materially adverse to the business, assets (including intangible assets), financial condition,
operations or results of operations of such entity, taken as a whole with its subsidiaries.
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Conduct of Business Prior to the Effective Time of the Merger

The merger agreement provides that, during the period from the date of the merger agreement until the earlier of
the termination of the merger agreement pursuant to its terms or the effective time of the merger, Vialta and each of its
subsidiaries must, except to the extent permitted by the merger agreement or to the extent that Victory otherwise
consents in writing, use reasonable efforts to carry on and preserve its business and its relationships with customers,
suppliers, employees and others in substantially the same manner as it had prior to the date of the merger agreement
and will not accelerate or delay the payment or collection of accounts. In addition, during this period, Vialta must not
do or agree in writing to do or permit any of its subsidiaries to do or agree in writing to do any of the following
without the prior written consent of Victory, except as otherwise permitted by the merger agreement:

incur any indebtedness for borrowed money except in the ordinary course of business consistent with past
practices;

enter into any transaction not in the ordinary course of business;

encumber or permit to be encumbered any of its assets except in the ordinary course of its business consistent
with past practice and to an extent which is not material;

dispose of any of its assets except in the ordinary course of business consistent with past practice;
enter into any material lease or contract for the purchase or sale of any property, real or personal;

fail to maintain its equipment and other assets in good working condition and repair, subject only to ordinary
wear and tear;

pay any bonus, increased salary or special remuneration to any officer, employee or consultant (except for normal
salary increases consistent with past practices not to exceed 10% per year and except pursuant to existing
arrangements previously disclosed) or enter into any new employment or consulting agreement with any such
person;

change accounting methods, except as required by GAAP or by a governmental authority, or materially revalue
any of its assets;

declare, set aside or pay any cash dividend or distribution in respect of capital stock, or redeem or otherwise
acquire any of its capital stock;

amend or terminate any contract, agreement or license to which it is a party except those amended or terminated
in the ordinary course of business, consistent with past practice, and which are not material in amount or effect;

lend any amount to any person or entity, other than (i) advances for travel and expenses which are incurred in the
ordinary course of business consistent with past practice, not material in amount and documented by receipts for

the claimed amounts or (ii) any loans pursuant to the Vialta 401(k) Plan;

guarantee or act as a surety for any obligation except for the endorsement of checks and other negotiable
instruments in the ordinary course of business, consistent with past practice, which are not material in amount;

waive or release any material right or claim except in the ordinary course of business, consistent with past
practice;
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issue or sell any shares of its capital stock of any class (except upon the exercise of an option or warrant currently
outstanding), or any other of its securities, or issue or create any warrants, obligations, subscriptions, options,
convertible securities, or other commitments to issue shares of capital stock, or accelerate the vesting of any
outstanding option or other security;

split or combine the outstanding shares of its capital stock of any class or enter into any recapitalization affecting
the number of outstanding shares of its capital stock of any class or affecting any other of its securities;
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merge, consolidate or reorganize with, or acquire any entity;
amend its Certificate of Incorporation or Bylaws;

license any of its technology or intellectual property except on a non-exclusive basis and in the ordinary course of
business consistent with past practice;

change any tax election, agree to any audit assessment by any tax authority, settle any tax dispute or liability, or
file any federal or state income or franchise tax return outside of the ordinary course of business;

change any insurance coverage or permit any coverage in force to lapse, or issue any certificates of insurance;
take any action with the intention directly or indirectly to adversely impact the merger;

commence any action at law or in equity or any arbitrations, other than to enforce Vialta s rights and remedies
under the merger agreement, unless authorized by the board of directors of Vialta; or

agree to do, or permit any subsidiary to do or agree to do, any of the foregoing.
Proxy Statement; Special Meeting

The parties to the merger agreement agreed to cooperate with each other in preparing this proxy statement and
filing it with the SEC together with a Transaction Statement on Schedule 13E-3 that contains additional information
regarding the merger agreement and the merger.

Changes to Recommendations of the Special Committee and the Board of Directors

The board of directors or the special committee, as the case may be, may, at any time prior to stockholder approval
of the merger agreement, withdraw, amend or modify a recommendation that Vialta stockholders vote to approve and
adopt the merger agreement. In addition, the board of directors or the special committee, as the case may be, at any
time prior to stockholder approval and adoption of the merger agreement, may terminate the agreement if the board of
directors or the special committee determines in good faith, after consultation with legal counsel, that the termination
is necessary to comply with its fiduciary duties under applicable laws.

Indemnification and Directors and Officers Insurance

From and after the effective time of the merger, Vialta, as the surviving corporation in the merger, must
indemnify, and advance reasonable expenses including attorneys fees to, the current and former directors and officers
of Vialta and its subsidiaries, referred to as the indemnified parties, against all costs or expenses (including attorneys
fees), judgments, fines, losses, claims, damages, penalties or liabilities incurred in connection with any acts or
omissions occurring at or prior to the effective time of the merger. All rights to indemnification and exculpation from
liability existing in favor of any indemnified parties as provided under any contract, applicable laws and/or the
charters and bylaws of Vialta and its subsidiaries as of the effective time of the merger are to survive the merger with
respect to events occurring up to and including the time of the merger.

For a period of six years following the effective time of the merger, the surviving corporation must cause to be
maintained in effect directors and officers liability insurance covering all persons who are directors and officers of
Vialta and its subsidiaries covered by Vialta s directors and officers liability insurance policies as of the effective time
of the merger. Vialta will purchase a six year insurance policy for such officers and directors at a cost of
approximately $400,000 prior to the effective time of the merger.
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Additional Agreements
The merger agreement provides that, during the period from the signing of the merger agreement to the effective
time of the merger, Vialta will, among other things:

promptly advise Victory in writing of any change which is expected to have a material adverse effect on Vialta;

promptly deliver, when available, a monthly unaudited balance sheet and statement of operations commencing
with the month ending March 31, 2005;

use reasonable efforts to conduct its business in the same manner as prior to the date of the merger agreement;
notify Victory of any material litigation;
provide reasonable access to its files, books, records and offices; and

use reasonable efforts to obtain the resignation of its officers and directors effective immediately prior to the
effect time of the merger.
The merger agreement provides that, during the period from the signing of the merger agreement to the effective
time of the merger, Victory will, among other things:
provide prompt notice to Vialta of any event occurring that would render a representation or warranty of Victory
untrue or inaccurate in any material respect.
The merger agreement provides that, during the period from the signing of the merger agreement to the effective
time of the merger, each of Victory and Vialta will:
cooperate and promptly prepare and file a proxy statement and joint Schedule 13E-3 with the Securities and
Exchange Commission with respect to the merger;

use their reasonable efforts to obtain all authorizations, approvals and consents of any governmental body which
may be reasonably required or requested in connection with the completion of the merger and the related
transactions; and

use its reasonable efforts to satisfy the conditions precedent to the merger and to cause the merger to be
consummated.
Limitation of Liability for Breaches of Covenants by Vialta
Except as expressly contemplated by the provisions of the merger agreement relating to termination of the merger
agreement and expense reimbursement, after any termination of the merger agreement, none of Vialta, its subsidiaries,
or any of their respective affiliates, directors or officers will have any liability or obligation whatsoever to Victory or
any of its respective affiliates or any participating stockholder for any breach of or failure to perform any covenant of
Vialta, other than with respect to a willful breach of the merger agreement.
Conditions to Completion of the Merger
The obligations of Vialta and Victory to complete the merger are subject to the following conditions, unless
waived by the parties:
the absence of any order, decree, or ruling by any court or governmental agency, or threat thereof, or any other
fact or circumstance, which would prohibit, render illegal or enjoin the consummation of the merger; and

approval of the merger agreement by a majority vote of Vialta shares outstanding as of the record date.
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The obligation of Vialta to effect the merger is subject to the satisfaction of the following additional conditions,

unless waived in writing by Vialta:

the representations and warranties of Victory contained in the merger agreement being true and correct as of the
date of the Agreement and on and as of the closing date of the merger except where the failure of a representation
or warranty to be true and correct would not have a material adverse effect on Vialta, as evidenced by receipt of a
certificate to such effect executed by Victory s President and Chief Financial Officer; and

Victory s performance in all material respects of all of its obligations under the merger agreement that are required
to be performed by Victory at or prior to the closing date of the merger, as evidenced by receipt of a certificate to
such effect executed by Victory s President and Chief Financial Officer.

The obligation of Victory to effect the merger is subject to the satisfaction of the following additional conditions,

unless waived by Victory in writing:

the representations and warranties of Vialta contained in the merger agreement being true and correct as of the
date of the Agreement and on and as of the closing date of the merger except where the failure of a representation
or warranty to be true and correct would not have a company material adverse effect on Victory, as evidenced by
receipt of a certificate to such effect executed by Vialta s President and Chief Financial Officer;

Vialta s performance in all material respects of all of its obligations under the merger agreement that are required
to be performed by Vialta at or prior to the closing date of the merger, as evidenced by receipt of a certificate to
such effect executed by Vialta s President and Chief Financial Officer;

the determination, in the reasonable judgment of the board of directors of Victory that there has not been a
material adverse effect with respect to Vialta;

receipt of a legal opinion from counsel to Vialta; and
confirmation that Vialta has no less than $14,500,000 in cash and cash equivalents as of midnight on the day

before the closing.
The parties do not have any present intention to waive any of the conditions to the merger and do not anticipate

any circumstances under which any of the conditions would be waived.
Termination of the Merger Agreement

The merger agreement may be terminated at any time and for any reason prior to the effective time of the merger

by the mutual written consent duly authorized by the board of directors of Vialta and Victory.

if:

Either Vialta or Victory may terminate the merger agreement at any time prior to the effective time of the merger

the merger is not consummated by August 13, 2005, except that the right to terminate the merger agreement for
this reason will not be available to any party whose action or failure to act has been a principal cause of or
resulted in the failure of the merger to occur on or before August 13, 2005;

a governmental entity shall have issued an order, decree or ruling or taken any other action, in any case having
the effect of permanently restraining, enjoining or otherwise prohibiting the merger, which order, decree, ruling
or other action is final and nonappealable; or

stockholder approval of the merger agreement is not obtained at the special meeting (including any adjournment
or postponement thereof), except that the right to terminate the merger agreement for this reason will not be
available to Vialta where the failure to obtain stockholder approval shall have been caused by Vialta s failure to
fulfill its obligations with respect to preparing and filing a proxy statement and joint Schedule 13E-3 with the
SEC or calling and holding a meeting of its stockholders and such failure constitutes a material breach by Vialta
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In addition, Victory may terminate the merger agreement at any time prior to the effective time of the merger if:

the special committee withdraws or amends or modifies in a manner adverse to Victory its recommendation in
favor of the adoption and approval of the merger agreement or the approval of the merger;

Vialta fails to include in the proxy statement the recommendation of the special committee or the board of
directors in favor of the adoption and approval of the merger agreement and the approval of the merger;

the special committee fails to reaffirm its recommendation in favor of the adoption and approval of the merger
agreement and the approval of the merger within 10 business days after Victory s requests in writing that such
recommendation be reaffirmed at any time following the public announcement of a competing acquisition
proposal;

the special committee approves or publicly recommends any competing acquisition proposal other than a
liquidation or dissolution;

Vialta enters into any letter of intent or similar document or any agreement, contract or commitment accepting
any competing acquisition proposal;

a tender or exchange offer is commenced by a person unaffiliated with Victory, and Vialta has not sent to its
securityholders a statement disclosing that Vialta recommends rejection of such tender or exchange offer within
10 business days after such tender or exchange offer is first published, sent or given; or

Vialta breaches any representation, warranty, covenant or agreement, or if any representation or warranty of
Vialta becomes untrue as a result of which, in either case, the conditions to completion of the merger would not
be satisfied, and such breach is not curable through commercially reasonable efforts or, if curable, is not cured
within 30 days of written notice from Victory.

In addition, Vialta may terminate the merger agreement at any time prior to the effective time of the merger if:
Victory breaches any representation, warranty, covenant or agreement, or if any representation or warranty of
Victory becomes untrue as a result of which, in either case, the conditions to completion of the merger would not
be satisfied, and such breach is not curable through commercially reasonable efforts or, if curable, is not cured
within 30 days of written notice from Vialta; or

prior to approval of the merger at the stockholders meeting, the board of directors or the special committee
determines in good faith, after consultation with outside legal counsel, that termination is necessary to comply
with its fiduciary duties under applicable law.
No Limitation on Solicitation of Transactions or Termination of Merger Agreement due to Fiduciary
Obligations
The merger agreement does not contain restrictions on Vialta s ability to solicit or initiate any inquiries, proposals
or offers with respect to any competing transaction or ultimately to consummate any such competing transaction until
stockholders of Vialta approve the merger. The board of directors or special committee may terminate the merger
agreement or withdraw, modify or change its approval or recommendation of the merger agreement if it determines in
good faith that failure to take such action would be inconsistent with its fiduciary obligations to stockholders of Vialta
(other than participating stockholders).
Expenses
Except as described below, if the merger is not consummated, Vialta and Victory will each pay its own expenses
incurred in connection with the merger. If the merger is consummated, Vialta, as the surviving corporation, will pay
all of the expenses incurred by or on behalf of either Vialta or Victory.
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Vialta must pay the out-of-pocket expenses actually and reasonably incurred by Victory and its affiliates in
connection with the merger agreement and the transactions contemplated thereby in an aggregate amount not to
exceed $250,000 if:

Vialta terminates the merger agreement prior to approval of the merger at the stockholders meeting because the
board of directors or the special committee determines in good faith, after consultation with outside legal counsel,
that termination of the agreement is necessary for the board of directors or the special committee to comply with
its fiduciary duties under applicable law;

Victory terminates the merger agreement because (1) the special committee withdraws or amends or modifies its
recommendation in a manner adverse to Victory; (2) Vialta fails to include in the proxy statement the
recommendation of the special committee or the board of directors in favor of the adoption and approval of the
merger agreement and the approval of the merger; (3) the special committee fails to reaffirm its recommendation
within 10 business days after written request by Victory following the public announcement of a competing
acquisition proposal; (4) the special committee approves or publicly recommends any competing acquisition
proposal other than a liquidation or dissolution; (5) Vialta enters into any letter of intent or similar document or
any agreement, contract or commitment accepting any competing acquisition proposal; or (6) a tender or
exchange offer is commenced by a person unaffiliated with Victory, and Vialta has not sent to its securityholders
a statement disclosing that Vialta recommends rejection of such tender or exchange offer within 10 business days
after such tender or exchange offer is first published, sent or given; or

Victory terminates the merger agreement because a breach by Vialta causes the conditions to completion of the
merger to not be satisfied and cured, if curable, within 30 days of written notice from Victory and Vialta
consummates an Acquisition Proposal within six months following such termination. An Acquisition Proposal
includes: (1) any acquisition or purchase of more than 50% of Vialta common stock, including by means of a
tender offer or exchange offer, or any merger, consolidation, business combination or similar transaction pursuant
to which the stockholders of Vialta immediately preceding such transaction hold less than 50% of the equity
interests in the surviving or resulting entity of such transaction or its parent party; (2) any sale, lease, exchange,
transfer, license, acquisition, or disposition of all or substantially all of the aggregate fair market value of assets
of Vialta; or (3) any liquidation or dissolution of Vialta.
Modification or Amendment of the Merger Agreement
Subject to applicable law, Victory and Vialta may amend the merger agreement at any time prior to approval of
the merger by Vialta s stockholders. After stockholder approval, no amendment will be made without stockholder
approval if required by applicable law.
TRANSACTION AGREEMENTS
Stock Contribution Agreement
The following summary of the material terms of the stock contribution agreement is qualified in its entirety by
reference to the stock contribution agreement, a copy of which is set forth in Annex B to this proxy statement.
Parties
Victory Acquisition Corp. and the parties listed on the Schedule of Investors attached thereto.
Stock Contribution
The stock contribution agreement provides for each participating stockholder to contribute and deliver to Victory
shares of Vialta common stock beneficially owned by such participating stockholder in consideration for the issuance
by Victory of shares of its common stock. The contribution of shares took place effective as of
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March 28, 2005. Pursuant to the stock contribution agreement, the participating stockholders contributed an aggregate
of 32,039,840 shares of Vialta common stock to Victory.
Voting Agreement

The following summary of the material terms of the voting agreement is qualified in its entirety by reference to the
voting agreement, a copy of which is set forth in Annex C to this proxy statement.

Parties
Victory Acquisition Corp. and Vialta, Inc.
Voting
The voting agreement requires that Victory, with respect to shares of Vialta common stock it beneficially owns as
of the record date, referred to as subject shares, (1) appear at any duly called annual, special or other stockholder
meeting, and any adjournment or postponement thereof, or to otherwise cause the subject shares to be counted as
present for purposes of establishing a quorum; (2) to vote or act by written consent with respect to the subject shares
in favor of the merger and the adoption of the merger agreement and the approval of the other transactions
contemplated thereby, and any actions required in furtherance thereof (including, without limitation, any proposal to
adjourn any such meeting if necessary to permit further solicitation of proxies in the event there are not sufficient
votes at the time of such meeting to approve the merger agreement); and (3) to vote or act by written consent with
respect to the subject shares against any action or agreement that would result in a breach of any covenant,
representation or warranty or any other obligation of Vialta under the voting agreement or the merger agreement. Any
vote by Victory that is not in accordance with voting requirements prescribed above will be considered null and void.
Victory may not enter into any agreement or understanding with any person or entity prior to the termination of the
voting agreement to vote or give instructions in a manner inconsistent with voting prescribed above.
Transfer Restrictions
Victory agrees not to:
directly or indirectly, sell, transfer, pledge, encumber, assign or otherwise dispose of, or enter into any contract,
option or other arrangement or understanding with respect to the sale, transfer, pledge, encumbrance, assignment
or other disposition of, the subject shares or any interest contained therein (other than pursuant to the pledge
agreement), except for transfers to an affiliate of Victory that executes a counterpart of the voting agreement and
agrees to hold the subject shares subject to all of the terms and provisions of the voting agreement;

grant any proxies or powers of attorney or enter into any other voting agreement or other arrangement with
respect to the subject shares;

enter into, or deposit the subject shares into, a voting trust; nor

commit or agree to take any of the foregoing actions.

Termination

This voting agreement will automatically terminate and become null and void and have no further effect, upon the
earliest to occur of: the written agreement of the parties, the effective time of the merger, and the date of termination
of the merger agreement.
Additional Contribution Agreement

The following summary of the material terms of the additional contribution agreement is qualified in its entirety
by reference to the additional contribution agreement, a copy of which is set forth in Annex D to this proxy statement.

62

Table of Contents 105



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

Parties

Victory Acquisition Corp. and Fred S.L. Chan.

Contribution Requirements

The merger agreement requires Vialta to deposit the merger consideration with the exchange agent at the effective
time of the merger. In the event Vialta does not have sufficient cash to pay the entire merger consideration required,
the merger agreement provides that Victory will contribute the shortfall, in cash, not to exceed $4 million (the

Shortfall ). Because Victory does not have any cash assets, it entered into the additional contribution agreement,

pursuant to which Fred Chan agrees to advance the Shortfall to Victory. The advance will be made in the form of a
loan to Victory, within two business days following demand by Victory, subject to the terms of a promissory note in
the form attached to the additional contribution agreement. The promissory note is payable 24 months following the
date the money is advanced and provides for interest payable at a rate of 6% per year. Vialta is a third party
beneficiary to this agreement.
Pledge Agreement

The following summary of the material terms of the pledge agreement is qualified in its entirety by reference to
the additional contribution agreement, a copy of which is set forth in Annex E to this proxy statement.

Parties

Victory Acquisition Corp. and Vialta, Inc.

Pledge

The pledge agreement was entered into with respect to the requirement contained in the merger agreement that
Victory pay any shortfall, up to $4 million, in the merger consideration due in connection with the merger. Pursuant to
the terms of the pledge agreement, Victory granted to Vialta a security interest in all Vialta common stock owned or
later acquired by Victory, to secure payment by Victory of the shortfall requirement.
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SELECTED HISTORICAL FINANCIAL DATA

Set forth below is certain selected historical financial information with respect to Vialta and its subsidiaries,
excerpted from the financial statements of Vialta audited by PricewaterhouseCoopers LLP, independent auditors, and
set forth in Vialta s Annual Report on Form 10-K for the fiscal year ended December 31, 2004, a copy of which is
attached as Annex I to this proxy statement. The Form 10-K was previously filed by Vialta with the SEC.

Additional financial information is included in the reports and other documents filed by Vialta with the SEC. The
following summary information is qualified in its entirety by reference to the Form 10-K and all of the financial
information (including any related notes) contained therein. The financial information (including any related notes)
contained in the Form 10-K is incorporated herein by reference as described in more detail below. See  WHERE YOU
CAN FIND MORE INFORMATION.

Years Ended December 31,
2004 2003 2002 2001 2000
(In thousands, except per share amounts)

Consolidated Statement of
Operations Data:

Revenue, net $ 12,747 $ 10,331 $ $ $
Cost of good sold 8,022 2,941
Gross profit 4,725 7,390
Operating expenses:
Product costs 10,421
Engineering and development 1,247 2,557 13,264 25,250 19,558
Sales and marketing 2,011 4,427 3,100 3,738 2,927
General and administrative 4,573 5,753 5,643 9,301 6,699
Amortization and impairment of
content licenses 11,395
Total operating expenses 7,831 12,737 43,823 38,289 29,184
Operating loss (3,106) (5,347) (43,823) (38,289) (29,184)
Interest income, net 717 733 1,244 3,606 7,688
Gain on investment 571
Other income (expense) (1,266) (1,682)
Loss before income tax benefit (2,389) (4,043) (42,579) (35,949) (23,178)
Income tax benefit 260
Net loss $ (2,389 $ (4,043) $ (42,579) $ (35,949) $ (22,918)
Net loss per share:
Basic and diluted $ (0.03) $ (0.05 $ (0.51) $ (0.83) $ (3.68)
Weighted average common shares
outstanding:
Basic and diluted 82,930 82,285 83,578 43,248 6,222
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December 31,
2004 2003 2002 2001 2000

(In thousands)
Consolidated Balance Sheet Data:
Cash and cash equivalents and short-term
investments $ 18,402 $ 24,308 $ 32,701 $ 67,428 136,490
Restricted cash 3,057 2,226
Working capital 22,261 25,365 30,201 66,830 109,870
Total assets 29,402 37,114 40,327 83,866 153,691
Total current liabilities 3,753 9,061 7,949 3,587 33,594
Redeemable convertible preferred stock 142,600
Total stockholders equity (deficit) 25,649 28,053 32,378 80,279 (22,503)

65

Table of Contents 109



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

CERTAIN FINANCIAL MODELS RELATING TO POTENTIAL BROADBAND PRODUCTS

Vialta s Beamer videophone products are compatible with home phones over standard (analog) home phone lines.
The current analog videophone end-user market is relatively small, due in part to functionality and quality limitations
associated with narrowband transmission. As a result, although the company has received a number of awards and
positive publicity for its analog videophone products and enjoys a high market share, the Beamer is a niche product
and the company s overall sales have been limited.

During 2004, Vialta announced that it had developed a broadband version of Vialta s Beamer videophone and that
field-testing and public availability of a broadband Beamer videophone would occur before the end of 2004. Vialta
has since delayed field-tests of its broadband videophone products while it continues to refine and test prototypes of
these products. Vialta currently expects to field-test its broadband videophone products with a few select broadband
service providers in the second half of 2005. Vialta expects commercial introduction of broadband versions of its
Beamer videophone products to occur in 2006. More recently, Vialta has been in preliminary discussions with
intermediaries that have relationships with an Asian based cable company concerning representation of the company
with respect to potential customer sales in the Asian marketplace. However, no assurances can be made that the
company will successfully develop a broadband product that will be accepted in the marketplace.

In March 2005, at the request of Salem Partners, the company prepared three different financial case scenarios
with respect to its broadband products, based on the following different assumptions: (1) a business plan of analog
products only, (2) a business plan of actively developing its broadband products and pursuing broadband sales, but no
actual sales and (3) a business plan of pursuing broadband sales, with sales of 100,000 units in 2006. The three
scenarios were then incorporated into its overall financial projections for 2005 and 2006. The resulting projections
were provided to the special committee and Salem Partners for use in reviewing the merger agreement. These models
and the resulting projections were not provided to Mr. Chan or his advisors although as a board member, Mr. Chan
has had access to scenario 1 below.

Unlike retail sales of its analog products, it is anticipated that broadband videophones will be sold by
manufacturers such as Vialta to a limited number of cable companies and telephone companies who would provide its
end-users with a videophone as an ancillary product to their broadband service. Since the number of potential
wholesale customers is relatively small, it is further anticipated that the gross margins for such sales will be
compressed over time. There is no assurance as to the market acceptance of broadband videophones by consumer
end-users, or as to the time frame of any roll-out of broadband videophones by broadband service providers.

This prospective financial information was not prepared with a view toward compliance with published guidelines
of the Securities and Exchange Commission or the guidelines established by the American Institute of Certified Public
Accountants for preparation and presentation of prospective financial information. While presented with numerical
specificity, the models and resulting projections are based upon a variety of hypothetical assumptions at the time they
were prepared. The prospective financial information, including the assumptions, were not necessarily prepared on a
reasonable basis. Such assumptions are subject to significant economic and competitive uncertainties and
contingencies, most of which are beyond Vialta s control. Accordingly, Vialta cannot predict whether the assumptions
made in preparing such models and resulting projections will prove accurate. Such projections are inherently
imprecise, and there can be no assurances that the results presented in the actual results will not differ materially from
the results presented in the models and resulting projections.

The prospective financial information included in this proxy statement has been prepared by, and is the
responsibility of, the Company s management. PricewaterhouseCoopers LLP, the Company s independent registered
public accounting firm, has neither examined nor compiled the accompanying prospective financial information and,
accordingly, PricewaterhouseCoopers LLP does not express an opinion or any other form of assurance with respect
thereto. The PricewaterhouseCoopers LLP report included in this proxy statement relates to the Company s historical
financial information. It does not extend to the prospective financial information and should not be read to do so.
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The models and resulting projections were not prepared with a view to public disclosure. The information
concerning the models and resulting projections is included in this proxy statement solely because such information
was furnished to the special committee and its advisors and in part to Mr. Chan. The inclusion of the models and
resulting projections herein should not be regarded as a representation by Vialta or any other entity or person that the
projected results will be achieved, and none of Vialta, Victory or Mr. Chan assumes any responsibility for the
accuracy of such information or any responsibility to update the models and resulting projections in light of changed
circumstances or additional information. Readers are cautioned not to place undue reliance on this data.
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VIALTA, INC.
PROJECTED STATEMENT OF OPERATIONS
ANALOG BUSINESS ONLY
2005 2006
(In thousands)
Revenue, net $ 12,166 $ 14,600
Cost of goods sold 8,966 10,759
Gross profit 3,201 3,841
Operating expenses:
Engineering and development 1,309 1,375
Sales and marketing 2,112 2,217
General and administrative 4,802 5,042
Total operating expenses 8,223 8,634
Operating loss (5,022) (4,793)
Interest income and other:
Interest income, net 697 700
Total interest income and other 697 700
Net loss $  (4,325) $ (4,093)

Basis of preparation of projected 2005 and 2006 statements of operations, ANALOG BUSINESS ONLY
Key material hypothetical assumptions on which basis the above projected statements of operations were prepared
from the historical statement of operations for the year ended December 31, 2004 are:

a) There will be no sales to CEC. CEC was one of the major Company s Chinese customers which notified the
Company in Q3 2004 that it no longer would purchase any Beamer product.

b) All product lines unit sales increase 20% for each of 2005 and 2006 years from historical 2004 unit sales
(excluding sales to CEC).

c¢) There are no changes in product mix and there are no new types of products sold compared to the historical
2004 product mix.

d) Sold units are valued using standard costs (that approximate actual cost) as of December 31, 2004. There are
no inventory reserve releases in COGS in relation to sold or disposed inventory previously written off.

e) The retail price for the BMTV and BM80 products decreases by $25 and for the VistaFrame products by
$50 compared to historical average prices during the year ended December 31, 2004.

) Operating expenses increase by 5% for each of 2005 and 2006 years from historical 2004 operating
expenses.
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g) Interest income, net primarily represents interest income on cash equivalents and short-term investments,

and no collection of the $5.0 million note receivable which matured April 2005.

None of these assumptions may be realized and they are inherently subject to significant business economic and
competitive uncertainties and contingencies, all of which are difficult to predict and many of which are beyond the
Company s control. Accordingly, the assumptions made in preparation of above projection may not prove accurate,
and actual results may materially differ. In addition, the projections do not take into account of the transaction
contemplated by the proposed acquisition of the Company. Readers are cautioned not to place undue reliance on this
data.
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VIALTA, INC.
PROJECTED STATEMENT OF OPERATIONS
ANALOG BUSINESS PLUS DEVELOPMENT COSTS, BUT NO SALES, OF BROADBAND

2005 2006
(In thousands)
Revenue, net $ 12,166 $ 14,600
Cost of goods sold 8,966 10,759
Gross profit 3,201 3,841
Operating expenses:
Engineering and development 1,309 1,375
BroadBand Development 333 667
Sales and marketing 2,262 2,675
General and administrative 4,802 5,042
Total operating expenses 8,706 9,758
Operating loss (5,505) (5,917)
Interest income and other:
Interest income, net 697 692
Total interest income and other 697 692
Net loss $  (4,808) $ (5,225)

Basis of preparation of projected 2005 and 2006 statements of operations, ANALOG BUSINESS PLUS
DEVELOPMENT COSTS, BUT NO SALES, OF BROADBAND

Key material hypothetical assumptions on which basis the above statement was prepared from historical statement
of operations for the year ended December 31, 2004 are:

a) There will be no sales to CEC. CEC was one of the major Company s Chinese customers which notified the
Company in Q3 2004 that it no longer would purchase any Beamer product.

b) All product lines unit sales increase 20% for each of 2005 and 2006 years from historical 2004 unit sales
(excluding sales to CEC).

c¢) There are no changes in product mix and there are no new types of products sold compared to the historical
2004 product mix.

d) Sold units are valued using standard costs (that approximate actual cost) as of December 31, 2004. There are
no inventory reserve releases in COGS in relation to sold or disposed inventory previously written off.

e) The retail price for the BMTV and BM80 products decreases by $25 and for the VistaFrame products by
$50 compared to historical average prices during the year ended December 31, 2004.
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) Operating expenses increase by 5% for each of 2005 and 2006 years from historical 2004 operating
expenses. Additionally, sales and marketing costs increase by $150,000 for each of 2005 and 2006 years.

g) Broadband development starts in 2005 at overall incremental development cost $1 million with one-third of
the cost incurred in 2005 and two-thirds of the cost incurred in 2006.

h) Interest income, net primarily represents interest income on cash equivalents and short-term investments,
and no collection of the $5.0 million note receivable which matured during April 2005.
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None of these assumptions may be realized and they are inherently subject to significant business economic and
competitive uncertainties and contingencies, all of which are difficult to predict and many of which are beyond the
Company s control. Accordingly, the assumptions made in preparation of above projection may not prove accurate,
and actual results may materially differ. In addition, the projections do not take into account of the transaction
contemplated by the proposed acquisition of the Company. Readers are cautioned not to place undue reliance on this
data.
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VIALTA, INC.
STATEMENT OF OPERATIONS
ANALOG AND BROADBAND SALES

2005E 2006E
(In thousands)
Revenue, net $ 12,166 $ 26,600
Cost of goods sold 8,966 20,759
Gross profit 3,201 5,841
Operating expenses:
Engineering and development 1,309 1,375
BroadBand Development 333 667
Sales and marketing 2,262 2,675
General and administrative 4,802 5,042
Total operating expenses 8,706 9,758
Operating loss (5,505) (3,917)
Interest income and other:
Interest income, net 697 725
Total interest income and other 697 725
Net loss $  (4,808) $ (3,192)
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MARKET PRICE AND DIVIDEND INFORMATION
Vialta common stock is traded on the OTC Bulletin Board under the symbol VLTA. On March 7, 2005, there were
approximately 329 stockholders of record of Vialta common stock.
The following table sets forth the high and low bid prices for the common stock as reported by the OTC Bulletin
Board during the periods indicated. Such prices reflect inter-dealer prices, without retail mark-up, mark-down or
commission and may not necessarily represent actual transactions.

High Low

Fiscal 2003:

First Quarter ended March 31, 2003 $ 045 $ 0.30

Second Quarter ended June 30, 2003 $ 051 $ 0.28

Third Quarter ended September 30, 2003 $ 049 $ 033

Fourth Quarter ended December 31, 2003 $ 0381 $ 035
Fiscal 2004:

First Quarter ended March 31, 2004 $ 0.70 $ 032

Second Quarter ended June 30, 2004 $ 0.39 $ 032

Third Quarter ended September 30, 2004 $ 035 $ 023

Fourth Quarter ended December 31, 2004 $ 025 $ 0.16
Fiscal 2005:

First Quarter ended March 31, 2005 $ 034 $ 020

Second Quarter (through April 21, 2005) $ 034 $ 034

The closing sale price for shares of the common stock on the OTC Bulletin Board on March 28, 2005, the last
trading day before Vialta announced the proposal by the participating stockholders, was $0.22 per share. Stockholders
should obtain a current market quotation for the common stock before making any decision with respect to the merger.

Vialta has never declared or paid a cash dividend on its common stock and does not plan to pay any cash
dividends on its common stock in the foreseeable future. Under the merger agreement, Vialta has agreed not to pay
dividends on its common stock before the effective time of the merger.

RECENT TRANSACTIONS AND PRIOR STOCK PURCHASES

There have been no transactions in the common stock of Vialta effected within 60 days of the date of this proxy
statement by Vialta, or, to Vialta s knowledge, any of the executive officers or directors of Vialta (other than
Mr. Chan). To Vialta s knowledge, the only transaction in Vialta common stock effected by the participating
stockholders within 60 days of the date of this proxy statement was the contribution of their shares to Victory and
their commitment to contribute any shares acquired before the effective time of the merger in accordance with the
terms of the contribution agreement. None of the participating stockholders has purchased common stock of Vialta
during the past two years, to Vialta s knowledge, nor has Vialta repurchased any of its common stock during the past
two years.

Vialta has not made an underwritten offering of its common stock for cash at any time prior to the date of this
proxy statement.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following table sets forth certain information at May 10, 2005 regarding the beneficial ownership of Vialta
common stock by each director, each person known by Vialta to own beneficially more than 5% of Vialta common
stock (including any group as set forth in Section 13(d)(3) of the Exchange Act), each named executive officer (as
defined in Item 402(a)(3) of Regulation S-K), and all directors and current executive officers as a group based upon
information furnished by such persons. Except as indicated in the footnotes, the persons listed have sole voting and
investment power over the shares beneficially owned.

Percentage of

Name and Address(1) Number of Shares Class Outstanding

Knight Equity Markets, L.P.(2) 8,992,418 11%
545 Washington Blvd., 3rd Floor
Jersey City, NJ 07310

Victory Acquisition Corp.(3) 32,039,840 39%
Fred S.L. Chan(4) 33,658,420 40%
Didier Pietri(5) 3,496,936 4%
George M. Cain(6) 15,000 *
Herbert Chang(7) 49,666 *
Matthew K. Fong(8) 95,974 *
Michael S. Dubester(9) 15,000 *
William Scharninghausen(10) 165,208 *
Yin-Wu Chen(11) 180,000 *
All executive officers and directors as a group (8 persons) 37,676,204 43%

* The amount shown is less than 1% of the outstanding shares of such class.

(1)

2)

3)

4

&)

(6)

Unless otherwise indicated, the address for each beneficial owner is c/o Vialta, Inc., 48461 Fremont Boulevard,
Fremont, CA 94538.

Based on a filing with the Securities and Exchange Commission on May 10, 2005 indicating beneficial
ownership as of May 10, 2005.

The address for Victory Acquisition Corp. is 19770 Stevens Creek Blvd., Cupertino, CA 95014. The

participating stockholders have acted as a group in contributing their Vialta shares to Victory in connection with
the proposed merger and may therefore be deemed as a group to have beneficial ownership of the entire
32,039,840 shares of Vialta stock held by Victory. See SPECIAL FACTORS Interests of Certain Persons in the
Merger.

Includes all shares held by Victory Acquisition Corp., an entity controlled by Mr. Chan, and 1,618,580 shares
which Mr. Chan has the right to acquire on or within 60 days of May 10, 2005 through the exercise of options.
All of the options will be cancelled in connection with the merger.

Includes 3,437,500 shares which Mr. Pietri has the right to acquire on or within 60 days of May 10, 2005
through the exercise of options.

Includes 15,000 shares which Mr. Cain has the right to acquire on or within 60 days of May 10, 2005 through
the exercise of options.
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(7) Includes 49,666 shares which Mr. Chang has the right to acquire on or within 60 days of May 10, 2005 through
the exercise of options.

(8) Includes 15,000 shares which Mr. Fong has the right to acquire on or within 60 days of May 10, 2005 through
the exercise of options.

(9) Includes 15,000 shares which Mr. Dubester has the right to acquire on or within 60 days of May 10, 2005
through the exercise of options.
(10) Includes 165,208 shares which Mr. Scharninghausen has the right to acquire on or within 60 days of May 10,
2005 through the exercise of options.
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(11) Includes 180,000 shares which Mr. Chen has the right to acquire on or within 60 days of May 10, 2005 through
the exercise of options.

The sole director and executive officer of Victory Acquisition Corp. is Fred S.L. Chan. His ownership of Vialta
common stock is set forth above.

FUTURE STOCKHOLDER PROPOSALS

Under Vialta s bylaws, no business may be brought before an annual meeting unless it is specified in the notice of
the meeting or is otherwise properly brought before the meeting by or at the direction of the board of directors or by
an eligible stockholder who has delivered written notice to Vialta s Corporate Secretary not less than 120 days prior to
the date that Vialta s proxy statement was released to stockholders in connection with the previous year s annual
meeting of stockholders.

If the merger is completed, there will be no public participation in any future meetings of stockholders of Vialta.
However, if the merger is not completed, Vialta s stockholders will continue to be entitled to attend and participate in
Vialta stockholders meetings. If the merger is not completed, Vialta s 2006 annual meeting will be delayed. Vialta will
inform its stockholders, by press release or other means determined reasonable by Vialta, of the date by which
stockholder proposals must be received by Vialta for inclusion in the proxy materials relating to the annual meeting,
which proposals must comply with the rules and regulations of the SEC then in effect.

STOCKHOLDERS SHARING THE SAME ADDRESS

Some banks, brokers and other nominees are participating in the practice of householding proxy statements and
annual reports. This means that only one proxy statement and set of accompanying materials is being delivered to
multiple security holders sharing an address. Vialta will deliver, promptly upon written or oral request, a separate
copy of this proxy statement and accompanying materials to a security holder at a shared address to which a single
copy of the documents was delivered. A security holder who wishes to receive a separate copy of the proxy statement
and accompanying materials now or in the future, or security holders sharing an address who are receiving multiple
copies of proxy materials and wish to receive a single copy of such materials, should submit a written request to
Director of Finance, Vialta, Inc., 48461 Fremont Boulevard, Fremont, CA 94538 or call 510-870-3068.

WHERE YOU CAN FIND MORE INFORMATION

Vialta files annual, quarterly and current reports, proxy statements and other documents with the SEC under the
Exchange Act. Vialta s SEC filings made electronically through the SEC s EDGAR system are available to the public
at the SEC s website at http://www.sec.gov. You may also read and copy any document Vialta files with the SEC at the
SEC s public reference room located at 450 Fifth Street, NW, Washington, DC 20549. Please call the SEC at
(800) SEC-0330 for further information on the operation of the public reference room.

Vialta and Victory Acquisition Corp. have filed with the SEC a Schedule 13E-3 with respect to the proposed
merger. The Schedule 13E-3, including any amendments and exhibits filed or incorporated by reference as a part of it,
is available for inspection as set forth above.

In some cases, the SEC allows Vialta to incorporate by reference information that it files with the SEC in other
documents into this proxy statement. This means that Vialta can disclose important information to you, where
permitted, by referring you to another document filed separately with the SEC. The information incorporated by
reference is considered to be part of this proxy statement.

74

Table of Contents 121



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

Vialta incorporates by reference into this proxy statement the following documents that it filed with the SEC under
the Exchange Act:

Annual Report on Form 10-K, for the year ended December 31, 2004, a copy of which is attached to this proxy
statement as Annex |

Quarterly Report on Form 10-Q for the quarter ended March 31, 2005, a copy of which is attached to this proxy
statement as Annex J.

Vialta undertakes to provide without charge to each person to whom a copy of this proxy statement has been
delivered, upon request, by first class mail or other equally prompt means, within one business day of receipt of such
request, a copy of any or all of the documents incorporated by reference into this proxy statement, other than the
exhibits to these documents, unless the exhibits are specifically incorporated by reference into the information that this
proxy statement incorporates. You may obtain copies of documents incorporated by reference by requesting them in
writing or by telephone from

Finance Department
Vialta, Inc.
48461 Fremont Boulevard
Fremont, California 94538
Telephone: (510) 870-3088

Vialta will deliver such requested documents to you by first class mail or equally prompt means within one
business day of receipt of such request.

This proxy statement does not constitute an offer to sell, or a solicitation of an offer to buy, any securities,
or the solicitation of a proxy, in any jurisdiction to or from any person to whom it is not lawful to make any
offer or solicitation in that jurisdiction. The delivery of this proxy statement should not create an implication
that there has been no change in the affairs of Vialta since the date of this proxy statement or that the
information herein is correct as of any later date.

Victory Acquisition Corp., Fred S.L. Chan and the other participating stockholders have supplied, and
Vialta has not independently verified, the information in this proxy statement related to Victory Acquisition
Corp., Fred S.L. Chan and the other participating stockholders.

Stockholders should not rely on information other than that contained or incorporated by reference in this
proxy statement. Vialta has not authorized anyone to provide information that is different from that contained
in this proxy statement. This proxy statement is dated , 2005. No assumption should be made that
the information contained in this proxy statement is accurate as of any date other than that date, and the
mailing of this proxy statement will not create any implication to the contrary. Notwithstanding the foregoing,
in the event of any material change in any of the information previously disclosed, Vialta will, where relevant
and if required by applicable law, (1) update such information through a supplement to this proxy statement
and (2) amend the Transaction Statement on Schedule 13E-3 filed in connection with the merger, in each case,
to the extent necessary.

75

Table of Contents 122



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

Execution Copy
Annex A
AGREEMENT AND PLAN OF REORGANIZATION

THIS AGREEMENT AND PLAN OF REORGANIZATION (the Agreement ) is entered into as of this 28th
day of March, 2005 by and between, Victory Acquisition Corp., a Delaware corporation ( Newco ), and Vialta, Inc.,
a Delaware corporation ( Target ). Capitalized terms not defined in the body of this Agreement shall have the
meaning ascribed to them on Exhibit A.

RECITALS

A. The parties intend that, subject to the terms and conditions hereinafter set forth, Newco will merge with and
into Target in a statutory merger (the Merger ), with Target to be the surviving corporation, all pursuant to the terms
and conditions of this Agreement and a Certificate of Merger substantially in the form of Exhibit B (the Certificate
of Merger ) and the applicable provisions of the laws of the State of Delaware. Upon the effectiveness of the Merger,
all outstanding capital stock of Newco ( Newco Stock ) will be converted into capital stock of Target as the
surviving corporation of the Merger.

B. All outstanding shares of Newco are owned by Fred S.L. Chan and certain family members and trusts for the
benefit of Mr. Chan and his family. Newco has been formed solely to facilitate and effect this Merger with Target,
with the existence of Newco to be transitory and discontinued upon the consummation of the Merger. Newco will
conduct no business prior to the Merger. Newco has pledged to Target, to secure Newco s obligations under this
Agreement, all shares of Target s common stock owned or controlled by Newco pursuant to the Pledge Agreement
dated as of an even date hereof and attached as Exhibit C hereto (the Pledge Agreement ).

C. The Merger is intended for federal income tax purposes to be treated as a redemption of the shares of Target
Common Stock outstanding immediately prior to the Effective Time (other than Target shares held by Newco
contributed to Newco shortly prior to the Closing Date by those stockholders of Target who will continue as
stockholders of Target after the Merger), pursuant to Section 302 of the Code.

D. Following the Merger, Target will no longer be a reporting company pursuant to Section 12 of the Exchange
Act.

E. The Board of Directors of Target and the Special Committee appointed by the Board of Directors of Target (the

Special Committee ): (i) has determined that the Merger is advisable and fair to, and in the best interests of, Target
and its stockholders, (ii) has approved this Agreement, the Merger and the other transactions contemplated by this
Agreement and (iii) has determined to recommend that the stockholders of Target adopt and approve this Agreement
and approve the Merger. In addition, the Special Committee has received the opinion of Salem Partners LLC that the
Merger is fair from a financial point of view to Target and its stockholders (other than Mr. Chan and his Affiliates).

In consideration of the foregoing and the representations, warranties, covenants and agreements set forth in this
Agreement, the parties agree as follows:

1. PLAN OF REORGANIZATION

1.1 The Merger. Subject to the terms and conditions of this Agreement, at the Effective Time, Newco will be
merged with and into Target, with Target as the Surviving Corporation in the Merger, pursuant to this Agreement and
the Certificate of Merger and in accordance with applicable provisions of the laws of the State of Delaware, and the
effect of the Merger shall be as provided in this Agreement and the applicable provisions of Delaware Law. Without
limiting the generality of the foregoing, at the Effective Time, all the property, rights, privileges, powers and
franchises of Newco and Target shall vest in the Surviving Corporation, and all debts, liabilities and duties of Newco
and Target shall become the debts, liabilities and duties of the Surviving Corporation.

A-1
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1.2 Effect on Capital Stock. Subject to the terms and conditions of this Agreement, at the Effective Time, by virtue
of the Merger and without any action on the part of Newco, Target or the holders of any of the following securities:

1.2.1 Certain Defined Terms. The term Merger Consideration shall mean $0.36 per share of Target
Common Stock in cash.

1.2.2 Conversion of Newco Stock. Each share of Newco capital stock immediately prior to the Effective Time
(the Newco Stock ) will be cancelled and extinguished and automatically converted into the right to receive one
share of Common Stock of the Surviving Corporation.

1.2.3 Cancellation of Newco Stock. Each share of Target Common Stock held by Newco or its officers,
directors, stockholders or Affiliates immediately prior to the Effective Time (the Newco Target Stock ) shall
automatically be cancelled and retired and shall cease to exist, and no cash or other stock consideration shall be
delivered or deliverable in exchange therefor.

1.2.4 Cancellation of Treasury Stock. Each share of Target Common Stock held by Target or any Subsidiary
(as defined below) of Target ( Treasury Stock ) shall automatically be cancelled and retired and shall cease to
exist, and no cash or other stock consideration shall be delivered or deliverable in exchange therefor.

1.2.5 Conversion of Other Shares. Subject to Section 1.3, each share of Target Common Stock issued and
outstanding immediately prior to the Effective Time, other than shares of Newco Target Stock and shares of
Treasury Stock, will be cancelled and extinguished and automatically converted into the right to receive the
Merger Consideration in cash upon compliance with the procedures contemplated in Section 6.2 hereof.

1.2.6 Options. At the Effective Time, each holder of a then outstanding vested option which is then exercisable
to purchase shares of Target Common Stock ( Target Options ) (other than options held by Newco, its officers,
directors, stockholders or Affiliates immediately prior to the Effective Time ( Newco Options ) which shall be
cancelled) shall automatically be cancelled and converted into the right to receive in settlement thereof and net of
applicable withholding taxes, cash in an amount equal to the product of (i) the Merger Consideration minus the
applicable exercise price per share of such Target Options multiplied by (ii) the number of vested shares of Target
Common Stock that such option may purchase upon exercise. If and to the extent required by the terms of the
plans governing such options or the option granted thereunder, Target shall use its reasonable efforts to obtain the
consent of each holder of outstanding options to the foregoing treatment of such options. At the Effective Time,
each unvested Target Option shall automatically be terminated without further rights.

1.3 Dissenting Shares. Notwithstanding any provision of this Agreement to the contrary, any shares of Target
Common Stock outstanding immediately prior to the Effective Time and held by a holder who has not voted in favor
of the Merger or consented thereto in writing and who has demanded appraisal for such shares in accordance with
Delaware Law or California Law, as applicable, shall not be converted into or represent a right to receive the Merger
Consideration as provided in Section 1.2.5 but instead at the Effective Time (or at such later time) shall be converted
into the right to receive only such consideration as may be determined to be due with respect to such Dissenting
Shares under Section 262 of the Delaware Law or Chapter 13 of the California Law, as applicable. From and after the
Effective Time, a holder of Target Common Stock that becomes a holder of Dissenting Shares shall not be entitled to
exercise any of the voting rights or other rights of a stockholder of the Surviving Corporation. If any holder of shares
of Target Common Stock who demands appraisal under Delaware Law and/or the California Law, as applicable, shall
effectively withdraw or lose (through failure to perfect or otherwise) the right to appraisal, then, as of the later of
(1) the Effective Time and (ii) the occurrence of such withdrawal or loss, such holder s shares shall no longer be
Dissenting Shares and shall automatically be converted into and represent only the right to receive its portion of the
Merger Consideration as provided in Section 1.2.5 without interest thereon, upon surrender of the certificate
representing such shares pursuant to Section 6.2(b).
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1.4 Other Effects of the Merger. Subject to the terms and conditions of this Agreement, at the Effective Time
(a) the Certificate of Incorporation of Target shall be amended in its entirety to read as set forth in Exhibit D hereto,
(b) the Bylaws of Newco will be the Bylaws of the Surviving Corporation, and (c) the Board of Directors and officers
of Newco will become the Board of Directors and officers of the Surviving Corporation.

1.5 Further Assurances. Target agrees that if, at any time after the Effective Time, the Surviving Corporation
considers or is advised that any further deeds, assignments or assurances are reasonably necessary or desirable to vest,
perfect or confirm in the Surviving Corporation title to any property or rights of Target or Newco, the Surviving
Corporation and its proper officers and directors may execute and deliver all such proper deeds, assignments and
assurances and do all other things necessary or desirable to vest, perfect or confirm title to such property or rights in
the Surviving Corporation and otherwise to carry out the purpose of this Agreement, in the name of Target or Newco.

1.6 Tax Treatment. The Merger is intended to be treated for federal income tax purposes as a redemption of the
shares of Target Common Stock (other than Newco Stock), pursuant to Section 302 of the Code. Cash payable to
stockholders of Target, other than Newco, will be subject to taxable treatment under the Code. Shares of Newco held
by stockholders of Newco (received by them in exchange for the contribution of an equal number of Target shares)
will be exchanged for shares of Target in the Merger, and will be treated as continuing interests in Target.

1.7 Proxy Statement and Schedule 13E-3.

1.7.1 As promptly as practicable after the execution of this Agreement, Target and Newco shall cooperate and
promptly prepare and file with the Securities and Exchange Commission ( SEC ) a proxy statement relating to
the meeting of Target s stockholders to be held in connection with the Merger (together with any amendments
thereof or supplements thereto, the Proxy Statement ), a joint Rule 13e-3 Transaction Statement on
Schedule 13E-3 (the Schedule 13E-3 ) with respect to the Merger and any other filings made by or required to
be made by Target with the SEC other than the Proxy Statement and Schedule 13E-3 (the Other Filings ), if
any. The respective parties shall cause the Proxy Statement, the Schedule 13E-3 and any Other Filings to comply
as to form in all material respects with the applicable provisions of the Exchange Act, including Regulation 14A
and Rule 13e-3 thereunder, and any other applicable laws. The respective parties, after consultation with the other,
will use all reasonable efforts to respond to any comments made by the SEC with respect to the Proxy Statement,
the Schedule 13E-3 and any Other Filings. Target and Newco shall furnish to each other all information
concerning it and the holders of its capital stock as the other may reasonably request in connection with such
actions and the preparation of the Proxy Statement, the Schedule 13E-3 and any Other Filings.

As promptly as practicable after the clearance of the Proxy Statement and the Schedule 13E-3 by the SEC,
Target shall mail the Proxy Statement to its stockholders (or, if the SEC chooses not to review the Proxy Statement
and the Schedule 13E-3, within 10 days after the date that the SEC notifies Target that it will not review the Proxy
Statement). The Proxy Statement shall include the recommendation of the Target Board of Directors and the
Special Committee that adoption of the Merger Agreement by Target s stockholders is advisable and that Target
Board of Directors and the Special Committee has determined that the Merger is fair to, and in the best interests of,
Target Stockholders other than Mr. Chan, Newco and their Affiliates, subject to Target Board of Directors or the
Special Committee s right to withdraw, modify or amend such recommendation if Target Board of Directors or the
Special Committee, as applicable, determines in good faith, after receipt of the advice of its outside counsel, that
such action is necessary for Target Board of Directors and the Special Committee to comply with their fiduciary
duties under applicable law.

No amendment or supplement to the Proxy Statement, the Schedule 13E-3 or any Other Filings will be made
by Target without the approval of Newco, which shall not be unreasonably delayed or withheld. Target will advise
Newco promptly after it receives notice thereof, of any request by the SEC for

A-3

Table of Contents 126



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

amendment of the Proxy Statement or any Other Filings or comments thereon and responses thereto or requests by
the SEC for additional information.

1.7.2 Each of the parties agrees to use its reasonable efforts to cooperate and to provide each other with such
information as any of such parties may reasonably request in connection with the preparation of the Proxy
Statement, the Schedule 13E-3 and the Other Filings. Each party agrees promptly to supplement, update and
correct any information provided by it for use in the Proxy Statement, the Schedule 13E-3 and the Other Filings to
the extent that it is or shall have become incomplete, false or misleading. If at any time prior to the Effective Time,
any event or circumstance relating to Newco or its officers and directors, should be discovered by Newco which
should be set forth in an amendment to the Proxy Statement, the Schedule 13E-3 or Other Filings, Newco shall
promptly inform Target. If at any time prior to the Effective Time, any event or circumstance relating to Target, or
its officers or directors, should be discovered by Target which should be set forth in an amendment or a
supplement to the Proxy Statement, any Other Filing or the Schedule 13E-3, Target shall promptly inform Newco.
1.8 Stockholders Meeting. Subject to Section 1.7 hereof, in accordance with Target s certificate of incorporation
and by-laws, Target shall call and hold a meeting of its stockholders (including any adjournment thereof, the Target
Stockholders Meeting ) as promptly as practicable for the purpose of voting upon the approval of the Merger, and
Target shall use its reasonable efforts to hold Target Stockholders Meeting as promptly as practicable after the date on
which the Proxy Statement is cleared by the SEC. Notwithstanding the foregoing, Target may adjourn, delay, cancel
or not call or hold the Target Stockholders Meeting at any time before the vote of stockholders at the Target
Stockholders Meeting is taken with regard to the Merger and this Agreement, if Target s Board of Directors or the
Special Committee withdraws, modifies or amends its recommendation in accordance with Section 1.7.1 hereof or
determines in accordance with Section 1.7.1 that it is required by its fiduciary duties or applicable law to notify the
Target Stockholders of any Acquisition Proposal prior to the taking of such vote.

2. REPRESENTATIONS AND WARRANTIES OF TARGET

Target hereby represents and warrants that, except as set forth on the Target Disclosure Letter delivered to Newco
herewith:

2.1 Organization and Good Standing. Target and each of its Subsidiaries is an entity duly organized, validly
existing and in good standing under the laws of the jurisdiction of its organization, has the corporate or other
power and authority to carry on its business as now conducted, and is qualified as a foreign corporation in each
jurisdiction listed on Section 2.1 of the Target Disclosure Letter. Except as listed on Section 2.1 of the Target
Disclosure Letter, Target does not own or lease any real property, has no employees in, and does not maintain a
place of business in any foreign country or in any state of the United States other than California.

2.2 Power, Authorization and Validity.

2.2.1 Power and Capacity. Target has the corporate power and authority to enter into and, subject to the
approval of this Agreement by the requisite holders of the issued and outstanding shares of Target Common Stock
as required by applicable law and this Agreement, perform its obligations under this Agreement. The execution,
delivery and performance of this Agreement have been duly and validly approved and authorized by Target s Board
of Directors as required by applicable law and Target s certificate of incorporation and bylaws.

2.2.2 No Filings. No filing, authorization or approval, governmental or otherwise, by Target is necessary to
enable Target to enter into, and to perform its obligations under, this Agreement, except for (a) the filing of the
Certificate of Merger with the Delaware Secretary of State, and the filing of appropriate documents with the
relevant authorities of other states in which Target is qualified to do business, if any, (b) such filings as may be
required to comply with federal and state securities laws, (c) compliance with Section 1203 of California Law and
(d) the approval of the holders of a majority of the issued and outstanding shares of Target Common Stock of the
transactions contemplated hereby.
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2.2.3 Binding Obligation. Subject to approval of this Agreement and the Merger by the requisite vote of the
stockholders of Target, this Agreement is, assuming this Agreement constitutes valid and binding obligations of
Newco, valid and binding obligations of Target enforceable in accordance with its terms, except as to the effect, if
any, of (a) applicable bankruptcy, insolvency and other similar laws affecting the rights of creditors generally,

(b) rules of law governing specific performance, injunctive relief and other equitable remedies, and (c) the
enforceability of provisions requiring indemnification in connection with the offering, issuance or sale of
securities.

2.3 Capitalization.

2.3.1 Authorized and QOutstanding Capital Stock. The authorized capital stock of Target consists of
400,000,000 shares of Common Stock, $0.001 par value, of which 83,052,852 shares are issued and outstanding,
as of March 7, 2005. All issued and outstanding shares of Target Common Stock have been duly authorized and
were validly issued, are fully paid and nonassessable, are not subject to any right of rescission, are not subject to
preemptive rights by statute, the Certificate of Incorporation or Bylaws of Target, or any agreement or document
to which Target is a party or by which it is bound and have been offered, issued, sold and delivered by Target in
compliance with all registration or qualification requirements (or applicable exemptions therefrom) of applicable
federal and state securities laws. There is no liability for dividends accrued but unpaid with respect to Target s
outstanding securities.

2.3.2 Options/Rights. Except as disclosed in Section 2.3.2 of the Target Disclosure Letter, there are no shares
of preferred stock, stock appreciation rights, options, warrants, calls, rights, commitments, conversion privileges or
preemptive or other rights or agreements outstanding to purchase or otherwise acquire any of Target s capital stock
or any securities or debt convertible into or exchangeable for shares of Target capital stock or obligating Target to
grant, extend or enter into such option, warrant, call, commitment, conversion privileges or preemptive or other
right or agreement. Section 2.3.2 of the Target Disclosure Letter sets forth a true and complete list of each
outstanding option to acquire shares of Target Common Stock, the exercise price thereof, the vesting schedule
therefor.

2.4 Subsidiaries. Except for the Subsidiaries of Target listed on Section 2.4 of the Target Disclosure Letter
(collectively the Subsidiaries and each a Subsidiary ), each of which is wholly-owned by Target, Target does
not have any subsidiaries or any interest, direct or indirect, in any corporation, partnership, joint venture or other
business entity.

2.5 No Violation of Existing Agreements. Neither the execution and delivery of this Agreement nor the
consummation of the transactions contemplated hereby will conflict with, or (with or without notice or lapse of
time, or both) result in a termination, breach, impairment or violation of (a) any provision of the Certificate of
Incorporation or Bylaws of Target or any Subsidiary, as currently in effect, (b) in any material respect, any
material instrument or contract to which Target or any Subsidiary is a party or by which Target or any Subsidiary
is bound or (c) subject to the filings or other compliance contemplated by Section 2.2.2 any federal, state, local or
foreign judgment, writ, decree, order, statute, rule or regulation applicable to Target or any Subsidiary or their
respective assets or properties.

2.6 Litigation. As of the date hereof and except as disclosed on Section 2.6 of the Target Disclosure Letter, to
the knowledge of Target, there is no action, proceeding, claim or investigation pending against Target or any
Subsidiary before any court or administrative agency. As of the date hereof, there is not outstanding against Target
or any of it Subsidiaries or any of their properties any judgment, writ or decree.
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2.7 Taxes. Except as disclosed on Section 2.7 of the Target Disclosure Letter, Target and each of its
Subsidiaries has filed all federal, state, local and foreign tax returns required to be filed, has paid all taxes required
to be paid in respect of all periods for which returns have been filed, has established an adequate accrual or reserve
for the payment of all taxes payable in respect of the periods subsequent to the periods covered by the most recent
applicable tax returns, has made all necessary estimated tax payments. Neither Target nor any Subsidiary is
delinquent in the payment of any tax or is delinquent in the filing of any tax returns, and no deficiencies for any
tax have been threatened, claimed, proposed or
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assessed in writing which have not been paid. No tax return of Target or any Subsidiary is currently being audited
by the Internal Revenue Service or any state taxing agency or authority. For the purposes of this Section, the terms
tax and taxes include all federal, state, local and foreign income, gains, franchise, excise, property, sales,
use, employment, license, payroll, occupation, recording, value added or transfer taxes, governmental charges,
fees, levies or assessments (whether payable directly or by withholding), and, with respect to such taxes, any
estimated tax, interest and penalties or additions to tax and interest on such penalties and additions to tax.

2.8 Title to Properties. Target has good and marketable title to all of its assets as shown on the balance sheet
filed with its most recent periodic filing with the SEC under the Exchange Act (the Balance Sheet ), free and
clear of all liens, charges, restrictions or encumbrances (other than for taxes not yet due and payable). All
machinery and equipment included in such properties is in good condition and repair, normal wear and tear
excepted, and all leases of real or personal property to which Target or any Subsidiary is a party are fully effective
and afford Target or the Subsidiary peaceful and undisturbed possession of the subject matter of the lease.

2.9 Contracts and Commitments. Neither Target nor any Subsidiary is in default in any material respect under
any contract that is material to the business of Target or a Subsidiary.

2.10 [ntellectual Property. Target and the Target Subsidiaries own, or have the right to use, all material
Intellectual Property Rights (as defined below) required for the conduct of their respective businesses as presently
conducted (such Intellectual Property Rights being hereinafter collectively referred to as the Target IP Rights ).
There are no material royalties, honoraria, fees or other payments payable by Target to any person by reason of the
ownership, use, license, sale or disposition of the Target IP Rights (other than as set forth in Section 2.10 of the
Target Disclosure Letter). To the Knowledge of Target, neither the manufacture, marketing, license, sale or
intended use of any product currently licensed or sold by Target or any of the Target Subsidiaries violates any
license or agreement between Target or any of the Target Subsidiaries and any third party or infringes any
Intellectual Property Right of any other party. Target has taken reasonable and practicable steps designed to
safeguard and maintain the secrecy and confidentiality of, and its proprietary rights in, all material Target IP
Rights. All current officers, employees and consultants of Target and each Subsidiary have executed and delivered
to Target or the Subsidiary an agreement regarding the protection of proprietary information and the assignment to
Target or the Subsidiary of all Intellectual Property Rights arising from the services performed for Target or the
Subsidiary by such persons. Exhibit 2.10 to the Target Disclosure Letter sets forth a true and complete list of each
material (i) patent and patent application, (ii) copyright registration and copyrights registration application;

(iii) each trademark registration and trademark registration application and (iv) each domain name, in each case
pursuant to federal, state and foreign laws owned or filed on behalf of Target or any of its Subsidiaries. To the
Knowledge of Target, as of the date hereof, no person is infringing Target s Intellectual Property Rights. As used
herein, the term Intellectual Property Rights shall mean all worldwide industrial and intellectual property
rights, including patents, patent applications, patent rights, trademarks, trademark applications, trade names,
service marks, service mark applications, domain names, copyright, copyright applications, franchises, licenses,
inventories, know-how, trade secrets, customer lists, proprietary processes and formulae, all source and object
code, algorithms, architecture, structure, display screens, layouts, inventions, development tools and all
documentation and media constituting, describing or relating to the above, including manuals, memoranda and
records.

2.11 Compliance with Laws. Target and each of its Subsidiaries has complied in all material respects with all
applicable laws, ordinances, regulations, and rules, and all orders, writs, injunctions, awards, judgments, and
decrees applicable to it or to the assets, properties, and business thereof (the violation of which would have a
material adverse effect upon its business), including: (a) all applicable federal and state securities laws and
regulations, (b) all applicable federal, state, and local laws, ordinances, regulations, and all orders, writs,
injunctions, awards, judgments, and decrees pertaining to (i) the sale, licensing, leasing, ownership, or
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A-6

Table of Contents 132



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

toxic waste disposal, building standards, zoning and other similar matters, (c) the Export Administration Act and
regulations promulgated thereunder and all other laws, regulations, rules, orders, writs, injunctions, judgments and
decrees applicable to the export or re-export of controlled commodities or technical data, (d) the Immigration
Reform and Control Act, and (e) the Foreign Corrupt Practices Act. Each of Target and the Subsidiaries has
received all material permits and approvals from, and has made all filings with, government agencies and
authorities that are necessary in connection with its business as currently conducted.

2.12 Emplovees, ERISA and Other Compliance.

2.12.1 Neither Target nor any Subsidiary has any employment contracts or consulting agreements currently in
effect that are not terminable at will (other than agreements with the sole purpose of providing for the
confidentiality of proprietary information or assignment of inventions).

2.12.2 Copies of all Target Employee Plans (and, if applicable, related trust agreements) and all amendments
thereto and written interpretations thereof (including summary plan descriptions) have been filed in a timely
manner, together with the three most recent annual reports (Form 5500, including, if applicable, Schedule B
thereto) prepared in connection with any such Target Employee Plan. All contributions due from Target or any
Subsidiary with respect to any of the Target Employee Plans have been made as required under ERISA or have
been accrued on Target s or any such Target Subsidiary s financial statements as of the date of the Balance Sheet.
Each Target Employee Plan has been maintained substantially in compliance with its terms and with the
requirements prescribed by any and all statutes, orders, rules and regulations, including ERISA and the Code,
which are applicable to such Target Employee Plans. Target has no Target Pension Plans.

2.12.3 No benefit payable or which may become payable by Target or any Subsidiary pursuant to any Target
Employee Plan or as a result of or arising under this Agreement shall constitute an excess parachute payment (as
defined in Section 280G(b)(1) of the Code) which is subject to the imposition of an excise Tax under Section 4999
of the Code or which would not be deductible by reason of Section 280G of the Code.

2.13 No Brokers. Except for the fees and expenses payable by Target to Salem Partners LL.C in accordance
with that certain letter agreement dated March 3, 2005 and expenses payable by Target to Needham & Co., Inc.,
neither Target nor any of the Target Stockholders is obligated for the payment of fees or expenses of any
investment banker, broker or finder in connection with the origin, negotiation or execution of this Agreement or
the Certificate of Merger or in connection with any transaction contemplated hereby or thereby.

2.14 Insurance. Target and its Subsidiaries maintain and at all times during the prior three years have
maintained fire and casualty, general liability insurance which it believes to be reasonably prudent for similarly
sized and similarly situated businesses. Target and its Subsidiaries have in full force and effect workers
compensation insurance required in each jurisdiction where any of them is required to maintain such insurance
because of its business operations. Target has not received any notification from any carrier issuing any policy
under which it is currently the insured a notice of cancellation or of limitation of coverage. Target does not have
any claim pending under any insurance policy of Target, and Target has not been denied coverage under any such
policy for any claim, asserted in connection with any pending or threatened litigation against Target or for any
material claim asserted by Target under any insurance policy in the last year.

2.15 SEC Documents.
2.15.1 SEC Reports. Since January 1, 2003, as of their respective filing dates, or, with respect to registration

statements as of their effective dates, and prior to the date of this Agreement, in each case as amended or
supplemented, Target s reports, filings, registration statements and other documents required to be filed by it with
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fact required to be stated therein or necessary to make the statements made therein, in light of the circumstances in
which they were made, not misleading, except to the extent corrected, modified or superseded by a subsequently
filed Target SEC Document.

2.15.2 Disclosure Statements. (a) The Proxy Statement, as supplemented or amended, if applicable, at the time
such Proxy Statement or any amendment or supplement thereto is first mailed to stockholders of Target, at the
time such stockholders vote on adoption of this Agreement and at the Effective Time and (b) the Schedule 13E-3
and any Other Filings or any supplement or amendment thereto, at the time of the filing thereof and at the time of
any distribution or dissemination thereof, in each case, will not contain any untrue statement of a material fact or
omit to state any material fact necessary in order to make the statements made therein, in the light of the
circumstances under which they are made, not misleading. The representations and warranties contained in this
Section 2.15.2 will not apply to statements or omissions included in the Proxy Statement, Schedule 13E-3 or any
Other Filings based upon information furnished in writing to Target by or on behalf of Newco or its Affiliates.

2.16 Certain Balance Sheet Items. Section 2.16 of the Target Disclosure Letter sets forth, as of February 28,
2005, Target s (i) cash and cash equivalents, as defined by GAAP, and (ii) inventory changes through such date
from December 31, 2004 (the date of Target s last physical inventory). Such information is prepared from Target s
books and records in accordance with GAAP.
3. REPRESENTATIONS AND WARRANTIES OF NEWCO
Newco hereby represents and warrants that, except as set forth on the Newco Disclosure Letter delivered to

Target:

3.1 Organization and Good Standing. Newco is a corporation duly organized, validly existing and in good
standing under the laws of the State of Delaware, and has the corporate power and authority to own, operate and
lease its properties. Newco has not and will not conduct any business prior to the Effective Time.

3.2 Power, Authorization and Validity.

3.2.1 Newco has the right, power, legal capacity and authority to enter into and perform its obligations under
this Agreement, and all agreements to which Newco is or will be a party that are required to be executed pursuant
to this Agreement (the Newco Ancillary Agreements ). The execution, delivery and performance of this
Agreement and the Newco Ancillary Agreements have been duly and validly approved and authorized by Newco s
Board of Directors in compliance with applicable law and the certificate of incorporation and bylaws of the
Newco.

3.2.2 No filing, authorization or approval, governmental or otherwise, is necessary to enable Newco to enter
into, and to perform it obligations under, this Agreement and the Newco Ancillary Agreements, except for the
filing of the Certificate of Merger with the Delaware Secretary of State.

3.2.3 This Agreement and the Newco Ancillary Agreements are, or when executed by Newco will be, valid
and binding obligations of Newco enforceable in accordance with their respective terms, except as to the effect, if
any, of (a) applicable bankruptcy, insolvency and other similar laws affecting the rights of creditors generally,

(b) rules of law governing specific performance, injunctive relief and other equitable remedies and (c) the
enforceability of provisions requiring indemnification in connection with the offering, issuance or sale of
securities; provided, however, that the Certificate of Merger will not be effective until filed with the Delaware
Secretary of State.

3.3 No Violation of Existing Agreements. Neither the execution and delivery of this Agreement nor any Newco

Ancillary Agreement, nor the consummation of the transactions contemplated hereby, will conflict with, or (with
or without notice or lapse of time, or both) result in a termination, breach, impairment or violation of (a) any

Table of Contents 135



Edgar Filing: VIALTA INC - Form PREM14A

provision of the Certificate of Incorporation or Bylaws of Newco, as currently in effect, (b) in any material respect,
any material instrument or contract to which Newco is a party or by which Newco is bound, or (c) any federal,
state, local or foreign judgment, writ, decree, order, statute, rule or regulation applicable to Newco or its assets or
properties.
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3.4 Vote Required. All votes or consents of the holders of any of the outstanding shares of capital stock or any
other securities of Newco necessary to approve this Agreement or the Merger have been obtained.

3.5 Finders _Fees. There is no investment banker, broker, finder or other intermediary who might be entitled
to any fee or commission from Newco or any of its Affiliates upon consummation of the Merger.

3.6 Additional Contribution. Newco has entered into an Additional Contribution Agreement with Mr. Chan.
True and correct copies of the Additional Contribution Agreement have been provided to Target.

3.7 Capitalization. The authorized capital stock of Newco consists of 50,000,000 shares of common stock,
$0.0001 par value per share, of which 32,039,840 shares are issued and outstanding as of the date hereof. On the
date hereof, Newco and the parties listed on Section 3.7 of the Newco Disclosure letter have entered into the
Contribution Agreement, a true and correct copy of which is attached as Exhibit 3.7 hereto, whereby each party
thereto contributes all of the Target Common Stock owned, legally or beneficially, by them, as of the date hereof
or hereafter through the Effective Time, to Newco. The parties to the Contribution Agreement represent and, as of
the Closing Date will represent, all of the legal and beneficial owners of common stock of Newco. Except as set
forth on Section 3.7 of the Newco Disclosure Letter, Newco has no liabilities. Newco has good and marketable
title to all of its assets, free and clear of all liens, charges, restrictions or encumbrances (other than for taxes not yet
due and payable or the pledge of the Newco Target Stock pursuant to the Pledge Agreement).

3.8 Voting. Newco has entered into the Voting Agreement dated as of the date hereof among Newco and
Target attached hereto as Exhibit E.

3.9 Information in Securities Filings. All documents required to be filed by Newco or its Affiliates with the
SEC in connection with the Merger, and any information supplied by Newco or their Affiliates for inclusion or
incorporation by reference in the Proxy Statement, the Schedule 13E-3 and any Other Filings, or any supplement
or amendment to any such filings, will not at the respective times when such are filed with the SEC and/or are first
published, given or mailed to Target s stockholders, as the case may be, and at the Effective Time, in each case,
contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements made therein, in light of the circumstances under which they are made, not misleading. The
representations and warranties contained in this Section 3.9 will not apply to statements or omissions included in
any such filings based upon information furnished in writing by or on behalf of Target.

3.10 Limited Operations of Newco. Newco was formed in 2005 solely for the purpose of engaging in the
Merger. Newco has not engaged in any other business activities. Except for (i) obligations or liabilities incurred in
connection with its organization and the Merger and (ii) this Agreement and any other agreements and
arrangements contemplated hereby or entered into in furtherance hereof, Newco has not incurred any obligations
or liabilities or engaged in any business activities.

4. TARGET PRECLOSING COVENANTS
During the period from the date of this Agreement until the earlier of the Effective Time or the termination of this
Agreement as permitted in Section 9.1, Target covenants and agrees as follows:

4.1 Advice of Changes. Target will promptly advise Newco in writing of any change which is expected to have
a Material Adverse Effect on Target. Target shall also deliver, promptly when available, to Newco a monthly
unaudited balance sheet and statement of operations commencing with the month ending March 31, 2005, which
financial statements shall be prepared in the ordinary course of business, in accordance with Target s books and
records and GAAP.

4.2 Maintenance of Business. Except as disclosed in the Target Disclosure Letter, as contemplated by this
Agreement or as consented to by Newco, which consent will not be unreasonably delayed or withheld, Target will

Table of Contents 137



Edgar Filing: VIALTA INC - Form PREM14A

use reasonable efforts to conduct its business and its relationships with customers,
A-9

Table of Contents 138



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

suppliers, employees and others in substantially the same manner as it has prior to the date hereof and will not
accelerate or delay the payment or collection of accounts. Without limiting the foregoing, until the Effective Time
or earlier termination of this Agreement, except as disclosed in the Target Disclosure Letter or as contemplated by
this Agreement, Target will not, and will not permit any of its Subsidiaries to do any of the following, without the
prior written consent of the President of Newco, which consent will not be unreasonably withheld or delayed:
(a) Incur any indebtedness for borrowed money except in the ordinary course of business consistent with
past practices;

(b) enter into any transaction not in the ordinary course of business;

(c) encumber or permit to be encumbered any of its assets except in the ordinary course of its business
consistent with past practice and to an extent which is not material;

(d) dispose of any of its assets except in the ordinary course of business consistent with past practice;
(e) enter into any material lease or contract for the purchase or sale of any property, real or personal;

(f) fail to maintain its equipment and other assets in good working condition and repair according to the
standards it has maintained to the date of this Agreement, subject only to ordinary wear and tear;

(g) pay any bonus, increased salary or special remuneration to any officer, employee or consultant (except
for normal salary increases consistent with past practices not to exceed 10% per year and except pursuant to
existing arrangements previously disclosed to Newco) or enter into any new employment or consulting
agreement with any such person;

(h) change accounting methods, except as required by GAAP or by a governmental authority, or materially
revalue any of its assets;

(i) declare, set aside or pay any cash dividend or distribution in respect of capital stock, or redeem or
otherwise acquire any of its capital stock;

(j) amend or terminate any contract, agreement or license to which it is a party except those amended or
terminated in the ordinary course of business, consistent with past practice, and which are not material in
amount or effect;

(k) lend any amount to any person or entity, other than (i) advances for travel and expenses which are
incurred in the ordinary course of business consistent with past practice, not material in amount and
documented by receipts for the claimed amounts or (ii) any loans pursuant to the Target 401(k) Plan;

(I) guarantee or act as a surety for any obligation except for the endorsement of checks and other negotiable
instruments in the ordinary course of business, consistent with past practice, which are not material in amount;

(m) waive or release any material right or claim except in the ordinary course of business, consistent with
past practice;

(n) issue or sell any shares of its capital stock of any class (except upon the exercise of an option or warrant
currently outstanding), or any other of its securities, or issue or create any warrants, obligations, subscriptions,
options, convertible securities, or other commitments to issue shares of capital stock, or accelerate the vesting
of any outstanding option or other security;
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(q) amend its Certificate of Incorporation or Bylaws;

(r) license any of its technology or intellectual property except on a non-exclusive basis and in the ordinary
course of business consistent with past practice;

(s) change any tax election, agree to any audit assessment by any tax authority, settle any tax dispute or
liability, or file any federal or state income or franchise tax return outside of the ordinary course of business;

(t) change any insurance coverage or permit any coverage in force to lapse, or issue any certificates of
insurance;

(u) take any action with the intention directly or indirectly to adversely impact any transaction
contemplated by this Agreement;

(v) unless authorized by the Board of Directors of Target, commence any action at law or in equity or any
arbitrations, other than to enforce Target s rights and remedies under this Agreement; or

(w) agree to do, or permit any Subsidiary to do or agree to do, any of the things described in the preceding

clauses 4.3(a) through 4.3(v).

4.3 Regulatory Approvals. Target will execute and file, or join in the execution and filing, of any application or
other document that may be necessary in order to obtain the authorization, approval or consent of any
governmental body, federal, state, local or foreign which may be reasonably required, or which Newco may
reasonably request (at Newco s sole cost and expense, except with regard to the preparation and distribution of the
Proxy Statement and the conduct of the Target special meeting of stockholders to consider the Merger and this
Agreement), in connection with the consummation of the transactions contemplated by this Agreement. Target will
use its reasonable efforts to obtain all such authorizations, approvals and consents.

4.4 Necessary Consents. Target will use its reasonable efforts to obtain such written consents and take such
other actions as may be necessary to allow the consummation of the transactions contemplated hereby.

4.5 Litigation. Target will notify Newco in writing promptly after learning of any material actions, suits,
proceedings or investigations by or before any court, board or governmental agency, initiated against it or any
Subsidiary, or to the Knowledge of Target threatened against it or any Subsidiary after the date of this Agreement.

4.6 Access to Information. Target will allow Newco and its agents reasonable access the files, books, records
and offices of Target and each Subsidiary, including, any and all information relating to Target s taxes,
commitments, contracts, leases, licenses, and real, personal and intangible property and financial condition. Target
will cause its accountants to cooperate with Newco and its agents in making available all financial information
reasonably requested, including the right to examine all working papers pertaining to all financial statements
prepared or audited by such accountants.

4.7 Target Dissenting Shares. As promptly as practicable after the date of the Target Stockholders Meeting and
prior to the Closing Date, Target shall furnish Newco with the name and address of each holder of Dissenting
Shares and the number of Dissenting Shares owned by such Target Dissenting Stockholder. Surviving Corporation
shall take all steps required pursuant to Chapter 13 of the California Law, to mail to each stockholder of Target, as
required, in a timely manner, a notice of the approval of the Merger and containing such additional information as
required pursuant to Chapter 13 of the California Law.
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satisfied all the conditions precedent which are set forth in Section 8, and Target will use its reasonable efforts to
cause the transactions contemplated by this Agreement to be consummated, and, without limiting the generality of
the foregoing, to obtain all consents and authorizations of third parties and to make all filings with, and give all
notices to, third parties that may be necessary on its part in order to effect the transactions contemplated hereby.

4.9 Section 16 Matters. Prior to the Effective Time, Target shall take action (in accordance with that certain
no-action letter, dated January 12, 1999, issued by the SEC to Skadden, Arps, Slate, Meagher & Flom) designed to
provide that the treatment of Target Options will qualify for exemption under Rule 16b-3(d) or (e), as applicable,
under the Exchange Act.

4.10 Other Proposals. Prior to Target Board of Directors or Special Committee, after receiving an Acquisition
Proposal, withdrawing or modifying its approval or recommendation of this Agreement or the Merger or
adjourning or canceling any scheduled meeting of stockholders of Target to consider this Agreement or the
Merger, approving or recommending an Acquisition Proposal, or entering into an agreement with respect to an
Acquisition Proposal, Target shall provide Newco with a written notice (a Notice of Acquisition Proposal )
advising Newco of the Acquisition Proposal, specifying the material terms and conditions of such Acquisition
Proposal and identifying the person making such Acquisition Proposal, and neither Target nor any Subsidiary shall
enter into an agreement with respect to an Acquisition Proposal until two business days after the first Notice of
Acquisition Proposal with respect to a given third party was given to Newco.

4.11 Available Cash. Target shall deliver to Newco, two business days prior to the Closing Date, Target s
written good faith estimate of Target s cash and cash equivalents as of midnight on the day prior to the Closing
Date.

4.12 Resignation of Directors and Officers. Target shall use reasonable efforts to obtain the resignation, as of
the Effective Time, of the directors and officers of Target in office immediately prior to the Effective Time as
directors and officers of the Surviving Corporation.

S. NEWCO COVENANTS
During the period from the date of this Agreement until the Effective Time, Newco covenants and agrees as
follows:

5.1 Advice of Changes. Newco will promptly advise Target in writing of any event occurring subsequent to the
date of this Agreement that would render any representation or warranty of Newco contained in this Agreement, if
made on or as of the date of such event or the Closing Date, untrue or inaccurate in any material respect.

5.2 Regulatory Approvals. Newco will execute and file, or join in the execution and filing, of any application
or other document that may be necessary in order to obtain the authorization, approval or consent of any
governmental body, federal, state, local or foreign, which may be reasonably required, or which Target may
reasonably request, in connection with the consummation of the transactions contemplated by this Agreement.
Newco will use its reasonable efforts to obtain all such authorizations, approvals and consents.

5.3 Satisfaction of Conditions Precedent. Newco will use its reasonable efforts to satisfy or cause to be
satisfied all the conditions precedent which are set forth in Section 7, and Newco will use its reasonable efforts to
cause the transactions contemplated by this Agreement to be consummated, and, without limiting the generality of
the foregoing, to obtain all consents and authorizations of third parties and to make all filings with, and give all
notices to, third parties that may be necessary or reasonably required on its part in order to effect the transactions
contemplated hereby.

5.4 Indemmnification; Insurance. At all times following the Merger, the Surviving Corporation shall indemnify
all present and former directors or officers of Target and its Subsidiaries ( Indemnified Parties ) against any costs
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action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out of or
pertaining to matters, existing or occurring at or prior to the Effective Time, whether asserted or claimed prior to,
at or after the Effective Time, by reason of the fact of such Indemnified Party s service as a director or officer of
Target or any of its Subsidiaries, except to the extent it is determined in a final, non-appealable determination by a
court of competent jurisdiction that such indemnification is prohibited by applicable law, to the extent such Costs
have not been paid for by insurance and shall, in connection with defending against any action for which
indemnification is available hereunder, promptly advance to such Indemnified Parties any reasonable costs and
expenses as incurred by or on behalf of such Indemnified Parties; provided that such advance shall be conditioned
upon such Indemnified Parties agreement promptly to return such amounts if a court of competent jurisdiction
shall ultimately determine that indemnification of such Indemnified Parties is prohibited by applicable law. The
foregoing rights shall be in addition to any rights to which any Indemnified Party may be entitled by reason of the
by-laws or certificate of incorporation of Target or any of its Subsidiaries, any contract and/or any applicable law.
Target shall acquire and the Surviving Corporation will maintain (and not cancel or allow to lapse) for a period of
not less than six years from the Effective Time Target s current directors and officers liability insurance and
indemnification policy (or a policy providing substantially similar coverage) (the D&QO Insurance ) for all persons
who are directors and officers of Target and its Subsidiaries covered by Target s D&O Insurance as of the Effective
Time. The provisions of this Section are intended for the benefit of, and shall be enforceable by, each Indemnified
Party and his or her heirs and representatives.

5.5 Section 16 Matters. Prior to the Effective Time, Newco shall take action (in accordance with that certain
no-action letter, dated January 12, 1999, issued by the SEC to Skadden, Arps, Slate, Meagher & Flom) designed to
provide that the treatment of Target Options will qualify for exemption under Rule 16b-3(d) or (e), as applicable,
under the Exchange Act.

5.6 Target Common Stock. Newco will, until the Effective Time or the earlier termination of this Agreement,
legally and beneficially own all of the shares of Target Common Stock contributed pursuant to the Contribution
Agreement. No shareholder of Newco will legally or beneficially own any shares of Target Common Stock other
than indirectly through the ownership of Newco Stock.

6. CLOSING MATTERS

6.1 The Closing. Subject to termination of this Agreement as provided in Section 9 below, the Closing will take
place at the offices of Kaye Scholer LLP, 1999 Avenue of the Stars, Suite 1700, Los Angeles, CA 90067-6048, at
10:00 a.m., Pacific Time on the date that is one business day following receipt of the required Target stockholder
approval, or, if all conditions to closing have not been satisfied or waived by such date, one business day after all
conditions to closing have been satisfied or waived (such date on which the Closing occurs, the Closing Date ).
Concurrently with the Closing, the Certificate of Merger will be filed in the office of the Delaware Secretary of State.
The Certificate of Merger will provide that the Merger shall become effective upon filing or at such later time as may
be mutually agreed by Newco and Target.

6.2 Exchange of Certificates.

(a) Exchange Agent. Mellon Shareholder Services, or other mutually acceptable entity, shall act as exchange agent
(the Exchange Agent ) in the Merger. Concurrent with the Effective Time, Target shall irrevocably deposit with the
Exchange Agent, for the benefit of the holders of shares of Target Common Stock and vested Target Options, and for
exchange in accordance with this Agreement and the Certificate of Merger, cash in an amount sufficient to pay the
Merger Consideration (such cash being hereinafter referred to as the Exchange Fund ) payable pursuant to this
Agreement and the Certificate of Merger, in exchange for outstanding shares of Target Common Stock and vested
Target Options; provided, however, that if Target shall not have sufficient cash to pay the entire Merger Consideration
at the Effective Time, then Newco shall, at the Effective Time, deposit into the Exchange Fund an amount of cash
equal to the shortfall of such Merger Consideration ( Shortfall ), not to exceed Four Million Dollars
($4,000,000.00). In order to facilitate the deposit by Newco of any such Shortfall, no later than two (2) business days
before the projected Closing Date, Target shall deliver to Newco a written statement, signed by its Chief Financial
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amount of cash and cash equivalents which it then has on hand and the amount of any projected Shortfall. Prior to the
Effective Time, Target shall provide to the Exchange Agent a list of all holders of vested Target Options, including
mailing addresses for such holders contained in Target s books and records.

(b) Exchange Procedures. As soon as practicable after the Effective Time, the Surviving Corporation shall cause
the Exchange Agent to mail to each holder (other than Newco, its Affiliates, Target, any Target Subsidiary or any
holder claiming to hold Dissenting Shares) of record of vested Target Options or a certificate or certificates which
immediately prior to the Effective Time represented issued and outstanding shares of Target Common Stock
(collectively, the Certificates ), (i) a letter of transmittal (which shall specify that delivery shall be effected, and risk
of loss and title to the Certificates shall pass, only upon delivery of the Certificates to the Exchange Agent and shall be
in such customary form and have such other customary provisions as Target and Newco may agree upon prior to the
Closing, including whereby any shares of Target Common Stock surrendered in exchange for the Merger
Consideration shall waive any claim as Dissenting Shares) and (ii) instructions for use in effecting the surrender of the
Certificates in exchange for the Merger Consideration. Upon surrender of a Certificate for cancellation to the
Exchange Agent, together with a duly executed letter of transmittal and such other documents as may be reasonably
required by the Exchange Agent, the holder of such Certificate shall be entitled to receive in exchange therefor the
Merger Consideration multiplied by the number of shares of Target Common Stock represented by such Certificate
pursuant to the provisions of this Agreement and the Certificate of Merger, and the Certificate so surrendered shall
forthwith be canceled. In the event of a transfer of ownership of shares of Target Common Stock which is not
registered on the transfer records of Target, the Merger Consideration may be issued to a transferee if the Certificate
representing such Target Common Stock is presented to the Exchange Agent, accompanied by all documents required
to evidence and effect such transfer and by evidence that any applicable stock transfer taxes have been paid. Until
surrendered as contemplated by this Section 6.2(b), each Certificate (other than Certificates held by Newco, its
Affiliates, Target, any Target Subsidiary or any holder claiming to hold Dissenting Shares) shall be deemed, on and
after the Effective Time, to evidence only the right to receive Merger Consideration as contemplated by this
Agreement and the Delaware Law, or to the extent the shares represented thereby constitute Dissenting Shares, only
the right to receive consideration as set forth in Section 1.2. Upon delivery of a duly executed letter of transmittal and
such other documents as may be reasonably requested by the Exchange Agent, the holder of Target Options shall be
entitled to receive, in cash, the amount determined pursuant to Section 1.2.6 with respect to such holder s vested Target
Options. No interest will accrue on any Merger Consideration payable under this Agreement.

(¢) No Further Ownership Rights in Target Common Stock. All Merger Consideration paid upon the surrender for
exchange of shares of Target Common Stock and Target Options in accordance with the terms of this Agreement and
the Certificate of Merger shall be deemed to have been issued in full satisfaction of all rights pertaining to such shares
of Target Common Stock and Target Options, respectively. After the Effective Time there shall be no further
registration of transfers on the stock transfer books of the Surviving Corporation or Target of the shares of Target
Stock or Target Options, which were outstanding immediately prior to the Effective Time. If, after the Effective Time,
Certificates or Target Options are presented to the Surviving Corporation for any reason, they shall be canceled and
exchanged as provided in this Section 6.2 and the Certificate of Merger.

(d) Termination of Exchange Fund. Any portion of the Exchange Fund (including the proceeds of any investments
thereof) that remains undistributed to the stockholders of Target twelve months after the Effective Time shall be
delivered to Surviving Corporation. Any former stockholders or optionholders of Target who have not theretofore
complied with this Section 6.2 and the Certificate of Merger shall thereafter look only to the Surviving Corporation
for payment of their claim for Merger Consideration, as determined pursuant to this Agreement.

(e) No Liability. Neither the Exchange Agent, Newco or Target shall be liable to any holder of shares of Target
Common Stock for any amount delivered to a public official pursuant to any applicable abandoned property, escheat
or similar law.
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(f) Lost, Stolen or Destroyed Certificates. In the event any Certificates shall have been lost, stolen or destroyed,
the Exchange Agent shall issue in exchange for such lost, stolen or destroyed Certificates, upon the making of an
affidavit of that fact by the holder thereof and the posting of reasonable bond therefor, the lost, stolen or destroyed
certificate shall be deemed presented for exchange pursuant to Section 6.2(b).

7. CONDITIONS TO OBLIGATIONS OF TARGET

Target s obligations hereunder are subject to the fulfillment or satisfaction, on and as of the Closing, of each of the
following conditions (any one or more of which may be waived by Target, but only in a writing signed by Target):

7.1 Accuracy of Representations and Warranties. Except where the failure of a representation or warranty to be
true and correct would not have a Material Adverse Effect, the representations and warranties of Newco set forth
in Section 3 (as qualified by the Newco Disclosure Letter) shall be true and accurate in all respects as of the date of
this Agreement, and on and as of the Closing, with the same force and effect as if they had been made at the
Closing, and except for those representations and warranties that address matters only as of a particular date
(which shall remain true and correct as of such particular date), with the same force and effect as if they had been
made at the Closing, and Target shall receive a certificate to such effect executed by Newco s President and Chief
Financial Officer.

7.2 Covenants. Newco shall have performed and complied in all material respects with all of its covenants
contained in Section 5 on or before the Closing, and Target shall receive a certificate to such effect signed by
Newco s President and Chief Financial Officer.

7.3 Compliance with Law. There shall be no order, decree, or ruling by any court or governmental agency or
threat thereof, or any other fact or circumstance, which would prohibit, render illegal or enjoin the transactions
contemplated by this Agreement.

7.4 Stockholder Approval. This Agreement shall have been validly approved and adopted by the affirmative
vote of the holders of a majority of the shares of Target Common Stock outstanding as of the record date for the
Target Stockholders Meeting.

8. CONDITIONS TO OBLIGATIONS OF NEWCQ

The obligations of Newco hereunder are subject to the fulfillment or satisfaction on, and as of the Closing, of each
of the following conditions (any one or more of which may be waived by Newco, but only in a writing signed by
Newco):

8.1 Accuracy of Representations and Warranties. Except where the failure of a representation or warranty to be
true and correct would not have, alone or in the aggregate, a Material Adverse Effect, the representations and
warranties of Target set forth in Section 3 (as qualified by the Target Disclosure Letter) shall be true and accurate
in all respects as of the date of this Agreement, and on and as of the Closing, with the same force and effect as if
they had been made at the Closing, and except for those representations and warranties that address matters only as
of a particular date (which shall remain true and correct as of such particular date), with the same force and effect
as if they had been made at the Closing, and Newco shall receive a certificate to such effect executed by Target s
President and Chief Financial Officer.

8.2 Covenants. Target shall have performed and complied in all material respects with all of its covenants
contained in Section 4 on or before the Closing, and Newco shall receive a certificate to such effect signed by

Target s President and Chief Financial Officer.

8.3 Absence of Material Adverse Change. Since the date of this Agreement, there shall not have been, in the
reasonable judgment of the Board of Directors of Newco, any Material Adverse Effect with respect to Target.
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8.5 Legal Opinion. Newco shall have received from counsel to Target an opinion substantially in the form of
Exhibit 8.5.

8.6 Available Cash. Target shall not have less than fourteen million five hundred thousand dollars
($14,500,000) in cash and cash equivalents as of midnight on the day prior to the Closing Date.

8.7 Stockholder Approvals. This Agreement shall have been approved and adopted by the affirmative vote of
the holders of a majority of the shares of Target Common Stock outstanding as of the record date for the Target
Stockholders Meeting.

9. TERMINATION OF AGREEMENT

9.1 Termination. This Agreement may be terminated at any time prior to the Effective Time, and except as set

forth below, whether before or after the requisite approvals of the stockholders of Target or Newco:

(a) by mutual written consent duly authorized by the Boards of Directors of Newco and Target;

(b) by either Target or Newco if the Merger shall not have been consummated by August 13, 2005 for any
reason; provided, however, that the right to terminate this Agreement under this Section 9.1(b) shall not be
available to any party whose action or failure to act has been a principal cause of or resulted in the failure of the
Merger to occur on or before such date;

(c) by either Target or Newco if a governmental entity shall have issued an order, decree or ruling or taken any
other action, in any case having the effect of permanently restraining, enjoining or otherwise prohibiting the
Merger, which order, decree, ruling or other action is final and nonappealable;

(d) by either Target or Newco, if the approval and adoption of this Agreement, and the approval of the Merger,
by the stockholders of Target shall not have been obtained by reason of the failure to obtain the required vote at a
meeting of Target stockholders duly convened therefor or at any adjournment thereof at which a vote thereon was
taken; provided, however, that the right to terminate this Agreement under this Section 9.1(d) shall not be available
to Target where the failure to obtain the Target stockholder approval shall have been caused by the failure of
Target to fulfill its obligations under Sections 1.7 or 1.8 and such failure constitutes a material breach by Target of
this Agreement;

(e) by Newco (at any time prior to the adoption and approval of this Agreement and the Merger by the required
vote of the stockholders of Target) if a Triggering Event shall have occurred;

(f) by Target, upon a breach of any representation, warranty, covenant or agreement on the part of Newco set
forth in this Agreement, or if any representation or warranty of Newco shall have become untrue, in either case
such that the conditions set forth in Section 7.1 or Section 7.2 would not be satisfied as of the time of such breach
or as of the time such representation or warranty shall have become untrue, provided that if such inaccuracy in
Newco s representations and warranties or breach by Newco is curable by Newco through the exercise of its
commercially reasonable efforts, then Target may not terminate this Agreement under this Section 9.1(f) for
30 days after delivery of written notice from Target to Newco of such breach, provided Newco continues to
exercise commercially reasonable efforts to cure such breach (it being understood that Target may not terminate
this Agreement pursuant to this paragraph (f) if such breach by Newco is cured during such 30-day period, or if
Target shall have materially breached this Agreement);

(g) by Newco, upon a breach of any representation, warranty, covenant or agreement on the part of Target set

forth in this Agreement, or if any representation or warranty of Target shall have become untrue, in either case
such that the conditions set forth in Section 8.1 or Section 8.2 would not be satisfied as of the time of such breach
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(it being understood that Newco may not terminate this Agreement pursuant to this paragraph (g) if such breach by
Target is cured during such 30-day period, or if Newco shall have materially breached this Agreement); or

(h) by Target before approval of this Agreement and the Merger by Target Stockholders, if the Board of
Directors of Target or the Special Committee determines in good faith, after consultation with outside legal
counsel, that failure to terminate the Agreement is necessary for the Board of Directors of Target or the Special
Committee to comply with their fiduciary duties under applicable law.

9.2 Effect of Termination. Any proper termination of this Agreement under Section 9.1 above will be effective
immediately upon the delivery of written notice of the terminating party to the other parties hereto. In the event of the
termination of this Agreement as provided in Section 9.1, this Agreement shall be of no further force or effect, except
(1) as set forth in this Sections 9.2, 9.3, and 11, each of which shall survive the termination of this Agreement, and
(ii) nothing herein shall relieve any party from liability for any willful breach of this Agreement. No termination of
this Agreement shall affect the obligations of the parties contained in the Confidentiality Agreement, all of which
obligations shall survive termination of this Agreement in accordance with their terms.

9.3 Fees and Expenses.

(a) General. Except as set forth in this Section 9.3, all fees and expenses incurred in connection with this
Agreement and the transactions contemplated hereby shall be paid by the party incurring such expenses whether or not
the Merger is consummated.

(b) Target Payments. In the event that this Agreement is terminated by Newco pursuant to Section 9.1(e) or by
Target pursuant to Section 9.1(h) then Target shall promptly, but in no event later than two days after such
termination, pay to Newco the reasonable attorney fees and other actual out of pocket expenses incurred by Newco in
connection with the negotiation and preparation of this Agreement and related matters, not to exceed $250,000 in the
aggregate. In the event this Agreement is terminated by Newco under Section 9.1(g), and within six (6) months
following such termination, the Target consummates an Acquisition Proposal (other than with Newco), the Target
shall promptly, but in no event later than two days after the consummation of such Acquisition Proposal, pay to
Newco the reasonable attorney fees and other actual out of pocket expenses incurred by Newco in connection with the
negotiation and preparation of this Agreement and related matters, not to exceed $250,000 in the aggregate. Target
acknowledges that the agreements contained in this Section 9.3(b) are an integral part of the transactions contemplated
by this Agreement, and that, without these agreements, Newco would not enter into this Agreement. Accordingly, if
the Target fails to pay in a timely manner the amounts due pursuant to this Section 9.3(b), and, in order to obtain such
payment, Newco makes a claim that results in a judgment against the Target for the amounts set forth in this
Section 9.3(b), Target shall pay to Newco its reasonable costs and expenses (including reasonable attorneys fees and
expenses) in connection with such suit.

10. EFFECT OF CLOSING ON REPRESENTATIONS AND COVENANTS

10.1 No Survival of Representations. All representations, warranties and covenants of the parties contained in this
Agreement will remain operative and in full force and effect, regardless of any investigation made by or on behalf of
the parties to this Agreement after the date hereof, until the earlier of the termination of this Agreement or the Closing,
whereupon such representations, warranties and covenants will expire (except for covenants that by their terms
survive for a longer period).

11. MISCELIANEQUS

11.1 Governing Law. The internal laws of the State of Delaware (irrespective of its choice of law principles) will
govern the validity of this Agreement, the construction of its terms, and the interpretation and enforcement of the
rights and duties of the parties hereto.

11.2 Assignment: Binding Upon Successors and Assigns. Neither party hereto may assign any of its rights or
obligations hereunder without the prior written consent of the other party hereto. This Agreement
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will be binding upon and inure to the benefit of the parties hereto and their respective successors and permitted
assigns.

11.3 Severability. If any provision of this Agreement, or the application thereof, will for any reason and to any
extent be invalid or unenforceable, the remainder of this Agreement and application of such provision to other persons
or circumstances will be interpreted so as reasonably to effect the intent of the parties hereto. The parties further agree
to replace such void or unenforceable provision of this Agreement with a valid and enforceable provision that will
achieve, to the extent possible, the economic, business and other purposes of the void or unenforceable provision.

11.4 Counterparts. This Agreement may be executed in any number of counterparts, each of which will be an
original as regards any party whose signature appears thereon and all of which together will constitute one and the
same instrument. This Agreement will become binding when one or more counterparts hereof, individually or taken
together, will bear the signatures of both parties reflected hereon as signatories. This Agreement may be executed and
delivered by facsimile and upon such delivery the facsimile signature will be deemed to have the same effect as if the
original signature had been delivered to the other party.

11.5 QOther Remedies. Except as otherwise provided herein, any and all remedies herein expressly conferred upon a
party will be deemed cumulative with and not exclusive of any other remedy conferred hereby or by law on such
party, and the exercise of any one remedy will not preclude the exercise of any other.

11.6 Amendment and Waivers. Any term or provision of this Agreement may be amended, and the observance of
any term of this Agreement may be waived (either generally or in a particular instance and either retroactively or
prospectively) only by a writing signed by the party to be bound thereby. The waiver by a party of any breach hereof
or default in the performance hereof will not be deemed to constitute a waiver of any other default or any succeeding
breach or default. The Agreement may be amended by the parties hereto at any time before or after approval of the
Target Stockholders, but, after such approval, no amendment will be made which by applicable law requires the
further approval of the Target Stockholders without obtaining such further approval.

11.7 No Waiver. The failure of any party to enforce any of the provisions hereof will not be construed to be a
waiver of the right of such party thereafter to enforce such provisions.

11.8 Attorneys Fees. Should suit be brought by either party to this Agreement to enforce or interpret any part of
this Agreement, the prevailing party will be entitled to recover, as an element of the costs of suit and not as damages,
reasonable attorneys fees to be fixed by the court (including costs, expenses and fees on any appeal).

11.9 Notices. Any notice or other communication required or permitted to be given under this Agreement will be
in writing, will be delivered personally, facsimile or by registered or certified mail, postage prepaid and will be
deemed given upon delivery, if delivered personally, or three days after deposit in the mails, if mailed, to the
following addresses:

If to Newco: Victory Acquisition Corporation
19770 Stevens Creek Blvd.
Cupertino, CA 95014
Attention: President
Facsimile: (408) 343-1018

with a copy to: Fenwick & West LLP
275 Battery Street, 15th Floor
San Francisco, CA 94111
Attention: Robert Dellenbach
Facsimile: (415) 281-1350

A-18

Table of Contents 153



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

If to Target: Vialta, Inc.
48461 Fremont Blvd.
Fremont, CA 94538
Attention: Didier Pietri
Facsimile: (510) 870-3099

with a copy to: Kaye Scholer LLP
1999 Avenue of the Stars, Suite 1700
Los Angeles, CA 90067
Attn: Barry L. Dastin
Facsimile: (310) 788-1200

or to such other address as a party may have furnished to the other parties in writing pursuant to this Section 11.9.

11.10 Construction of Agreement. This Agreement has been negotiated by the respective parties hereto and their
attorneys and the language hereof will not be construed for or against either party solely by reason that such party is
the claimed drafter thereof. A reference to a Section or an exhibit will mean a Section in, or exhibit to, this Agreement
unless otherwise explicitly set forth. The titles and headings herein are for reference purposes only and will not in any
manner limit the construction of this Agreement that will be considered as a whole. The term includes or including are
not limiting.

11.11 No Joint Venture. Nothing contained in this Agreement will be deemed or construed as creating a joint
venture or partnership between any of the parties hereto. No party is by virtue of this Agreement authorized as an
agent, employee or legal representative of any other party. No party will have the power to control the activities and
operations of any other and their status is, and at all times, will continue to be, that of independent contractors with
respect to each other. No party will have any power or authority to bind or commit any other. No party will hold itself
out as having any authority or relationship in contravention of this Section.

11.12 Further Assurances. Each party agrees to cooperate fully with the other parties and to execute such further
instruments, documents and agreements and to give such further written assurances as may be reasonably requested by
any other party to evidence and reflect the transactions described herein and contemplated hereby and to carry into
effect the intents and purposes of this Agreement.

11.13 Absence of Third Party Beneficiary Rights. No provisions of this Agreement are intended, nor will be
interpreted, to provide or create any third party beneficiary rights or any other rights or remedies of any kind in any
client, customer, affiliate, stockholder, partner or any party hereto or any other person or entity unless specifically
provided otherwise herein, and, except as so provided, all provisions hereof will be personal solely between the parties
that are signatories to this Agreement.

11.14 Public Announcement. Upon execution of this Agreement Newco and Target will issue a press release
approved by both parties announcing the Merger. Thereafter, Newco and Target may issue such press releases, and
make such other disclosures regarding the Merger, as either determines are required under applicable securities laws
or regulatory rules.

11.15 Confidentiality. Target and Newco each recognize that they have received and will receive confidential
information concerning the other during the course of the Merger negotiations and preparations. Accordingly, Newco
and Target each agrees (a) to use its respective reasonable efforts to prevent the unauthorized disclosure of any
confidential information concerning the other that was or is disclosed during the course of such negotiations and
preparations, and is clearly designated in writing as confidential at the time of disclosure, and (b) to not make use of or
permit to be used any such confidential information other than for the purpose of effectuating the Merger and related
transactions. The obligations of this section will not apply to information that (i) is or becomes part of the public
domain, (ii) is disclosed by the disclosing party to third parties without restrictions on disclosure, (iii) is received by
the receiving party from a third party without
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breach of a nondisclosure obligation to the other party or (iv) is required to be disclosed by law. If this Agreement is
terminated, all copies of documents containing confidential information shall be returned by the receiving party to the
disclosing party.

11.16 Entire Agreement. This Agreement and the exhibits hereto constitute the entire understanding and
agreement of the parties hereto with respect to the subject matter hereof and supersede all prior and contemporaneous
agreements or understandings, inducements or conditions, express or implied, written or oral, between the parties with
respect hereto other than the Confidentiality Agreement between Target and Fred S.L. Chan dated February 9, 2005,
which Newco expressly agrees hereby to be bound on the same basis as Mr. Chan. The express terms hereof control
and supersede any course of performance or usage of the trade inconsistent with any of the terms hereof.

[End of page; signatures follow on next page]
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IN WITNESS WHEREQF, the parties hereto have executed this Agreement and Plan of Reorganization as of the
date first above written.

Newco Target
VICTORY ACQUISITION CORP VIALTA, INC.
By: By:

Its: Its:

[Signature Page to Merger Agreement]
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EXHIBIT A
DEFINITIONS
As used in this Agreement, each of the following terms has the meaning ascribed to it in this Exhibit A

Acquisition Proposal shall mean with respect to Target, any of the following (other than the Merger): (A) any
acquisition or purchase from the Target by any person or group (as defined under Section 13(d) of the Exchange Act
and the rules and regulations thereunder) of more than a 50% interest in the total outstanding voting securities of the
Target or any of its Subsidiaries or any tender offer or exchange offer that if consummated would result in any person
or group (as defined under Section 13(d) of the Exchange Act and the rules and regulations thereunder) beneficially
owning 50% or more of the total outstanding voting securities of the Target or any of its Subsidiaries or any merger,
consolidation, business combination or similar transaction involving the Target pursuant to which the stockholders of
the Target immediately preceding such transaction hold less than 50% of the equity interests in the surviving or
resulting entity of such transaction or its parent party; (B) any sale, lease, exchange, transfer, license, acquisition, or
disposition of all or substantially all of the aggregate fair market value of assets of the Target; or (C) any liquidation or
dissolution of Target.

Affiliates shall mean an affiliate as such term is defined under Section 13(d) of the Exchange Act, provided
however, it shall not include any officer or director of Target, other than Mr. Chan, in the case of either Mr. Chan or
Newco.

California Law shall mean California Corporations Code, as amended.

Certificate of Merger shall have the meaning given to it in Recital A.

Code shall mean the Internal Revenue Code of 1986, as amended.

Delaware Law shall mean Delaware General Corporation Law, as amended.

Dissenting Shares shall mean shares of Target capital stock held as of the Effective Time by a Target
stockholder (other than Newco Target Stock) who has not voted such Target capital stock in favor of the adoption of
this Agreement and with respect to which appraisal shall have been duly demanded and perfected in accordance with
either (i) Section 262 of the Delaware Law or (ii) Section 1300 et seq. of the California Law, and such perfected right
was not effectively withdrawn or forfeited.

Effective Time shall mean the filing of the Certificate of Merger with the Secretary of State of Delaware.

ERISA shall mean the Employee Retirement Income Security Act of 1974, as amended.

ERISA Affiliate shall mean any entity which is a member of (A) a controlled group of corporations, as defined
in Section 414(b) of the Code, (B) a group of entities under common control, as defined in Section 414(c) of the Code,
or (C) an affiliated service group, as defined in Section 414(m) of the Code, or treasury regulations promulgated under
Section 414(o) of the Code, any of which includes Target or any Subsidiary.

Exchange Act shall mean the Securities Exchange Act of 1934, as amended, and the rules and regulations
promulgated thereunder.

GAAP shall mean United States generally accepted accounting principles, as applied by Target consistent with
past practice.

Knowledge shall mean, with respect to a party hereto and with respect to any matter in question, that any of the
executive officers (consisting solely of Didier Pietri and William Scharninghausen with respect to Target) of such
party has actual knowledge of such matter, after reasonable inquiry of such matter (including inquiry of Target s
employee, Yin-Wu Chen, by Mr. Pietri).
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Material Adverse Effect shall mean, when used in connection with an entity, any change, event, circumstance
or effect whether or not such change, event, circumstance or effect is caused by or arises in connection with a breach
of a representation, warranty, covenant or agreement of such entity in this Agreement that is or is reasonably likely to
be materially adverse to the business, assets (including intangible assets), financial condition, operations or results of
operations of such entity taken as a whole with its subsidiaries, except in the case of Target any change, event,
circumstance or effect resulting from general changes in economic and financial market conditions, considered alone
without regard to any other change, circumstance or effect, (i) changes in conditions (including as a result of changes
in laws, including common law, tariffs, export and import laws, rules, and regulations or the interpretations thereof)
generally applicable to the telecommunications equipment, consumer electronics, internet telephony or industries that
are not unique to Target and its Subsidiaries, (ii) changes resulting from the announcement of the transactions
described in this Agreement or the identity of Newco or its Affiliates or from the performance of this Agreement and
compliance with the covenants set forth herein, (iii) any change in the trading prices of the Target Common Stock
between the date hereof and the Effective Time, (iv) any change in any law or GAAP, which affect entities generally
such as Target, (v) any actions taken by Mr. Chan, Newco or any of their Affiliates and (vi) any matters listed on
Schedule A of the Target Disclosure Letter, and which, in the cases of clause (i) do not have a disproportionate impact
on Target.

Merger shall have the meaning given to it in Recital A.

Merger Consideration shall have the meaning given to it in Section 1.2.1.

Newco Stock shall have the meaning given to it in Recital A.

Proxy Statement shall mean a proxy statement prepared in accordance with the Exchange Act and applicable
rules and regulations.

Securities Act shall mean the Securities Act of 1933, as amended, including the rules and regulations
thereunder.

Surviving Corporation shall mean the Target as the surviving corporation of the Merger.

Target Common Stock shall mean Common Stock of Target at $0.001 par value.

Target Director Plan shall mean Target s 2000 Directors Stock Option Plan, as amended and restated.

Target Employee Plans shall mean (i) employee benefit plan, as defined in Section 3(3) of ERISA, and (ii) all
other written or formal plans or agreements involving direct or indirect compensation or benefits (including any
employment agreements entered into between Target or any Subsidiary and any employee of Target or any
Subsidiary, but excluding workers compensation, unemployment compensation and other government-mandated
programs) currently or previously maintained, contributed to or entered into by Target or any Subsidiary under which
Target or any Subsidiary or any ERISA Affiliate thereof has any present or future obligation or liability.

Target Incentive Plan shall mean Target s 1999 Stock Incentive Plan, as amended.

Target Options shall mean the outstanding options to purchase Target Common Stock granted under Target
Plans.

Target Option Plan shall mean Target s 2001 Nonstatutory Stock Option Plan, as amended.

Target Pension Plans shall mean all Target Employee Plans that individually or collectively would constitute
an employee pension benefit plan, as defined in Section 3(2) of ERISA.

Target Plans shall mean, collectively, Target Incentive Plan, Target Option Plan, and Target Director Plan.

Triggering Event shall be mean, and be deemed to have occurred, if: (i) the Special Committee shall for any
reason have withdrawn or shall have amended or modified in a manner adverse to Newco its recommendation in favor
of the adoption and approval of the Agreement or the approval of the Merger;
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(i1) Target shall have failed to include in the Proxy Statement the recommendation of the Special Committee or the
Board of Directors of Target in favor of the adoption and approval of the Agreement and the approval of the Merger;
(iii) the Special Committee fails to reaffirm its recommendation in favor of the adoption and approval of the
Agreement and the approval of the Merger within 10 business days after Newco requests in writing that such
recommendation be reaffirmed at any time following the public announcement of an Acquisition Proposal; (iv) the
Special Committee shall have approved or publicly recommended any Acquisition Proposal other than a liquidation or
dissolution; (v) Target shall have entered into any letter of intent or similar document or any agreement, contract or
commitment accepting any Acquisition Proposal; or (vi) a tender or exchange offer for all of the outstanding securities
of Target shall have been commenced by a person unaffiliated with Newco, and Target shall not have sent to its
securityholders pursuant to Rule 14e-2 promulgated under the Exchange Act, within 10 business days after such
tender or exchange offer is first published sent or given, a statement disclosing that Target recommends rejection of
such tender or exchange offer.
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Annex B
STOCK CONTRIBUTION AGREEMENT

This Stock Contribution Agreement (this Agreement ) is made and entered into as of March 28, 2005 by and
among Victory Acquisition Corp., a Delaware corporation (the Company ), and the parties listed on the Schedule of
Investors attached to this Agreement as Exhibit A (each hereinafter individually referred to as an Investor and
collectively referred to as the Investors ).

A. The Company has been formed solely to facilitate and effect a statutory merger (the Merger ) with Vialta,
Inc., a Delaware corporation ( Vialta ), under which Vialta will be the surviving corporation, pursuant to the terms
and conditions of that certain Agreement and Plan of Merger dated as of March 28, 2005 ( Merger Agreement ). The
existence of the Company is transitory and will be discontinued upon the consummation of the Merger. The Company
will conduct no business prior to the Merger.

B. The Investors are holders of the outstanding shares of stock of Vialta set forth on Exhibit A (the Vialta
Shares ). Pursuant to this Agreement, the Investors intend to contribute their Vialta Shares to the Company in
exchange for shares of the Company s Common Stock as set forth on Exhibit A (the Company Shares ), after which
the Investors will hold all of the outstanding shares of the Company s stock.

C. The contribution of stock under this Agreement and the Merger are part of an integrated plan for Vialta to
redeem the Vialta stock (other than the Vialta Shares). The contribution of stock under this Agreement and the Merger
are intended to be treated for tax purposes as a redemption of the shares of Vialta stock outstanding immediately prior
to the effective time of the Merger (other than the Vialta Shares), pursuant to Section 302 of the Internal Revenue
Code of 1986, as amended (the Code ).

NOW THEREFORE, the parties hereby agree as follows:

1. CONTRIBUTION. As part of an integrated plan with the Merger, each Investor hereby contributes such
Investor s Vialta Shares to the Company in exchange for, and in consideration of the issuance of, the Company
Shares, as specified on Exhibit A. Each Investor hereby delivers to the Company: (a) the original stock certificate
representing such Investor s Vialta Shares together; and (b) a duly executed Stock Transfer Power and Assignment
in the form of Exhibit B. The Company agrees to issue to each Investor a stock certificate representing the number
of Company Shares set forth opposite such Investor s name on Exhibit A. Until the earlier of (i) the Effective Time
of the Merger or (ii) the Termination of the Merger Agreement, each Investor agrees that it will contribute to the
Company as an additional contribution to capital all Vialta Shares which it acquires (if any) during such period.

2. REPRESENTATIONS AND WARRANTIES OF THE COMPANY. The Company hereby represents and
warrants to each Investor that the statements in the following paragraphs of this Section 2 are all true and
complete:

2.1 Organization, Good Standing, Corporate Power and Qualification. The Company has been duly
incorporated and organized, and is validly existing in good standing, under the laws of the State of Delaware.

The Company has the requisite corporate power and authority to enter into and perform this Agreement.

2.2 Due Authorization. All corporate action on the part of the Company necessary for (i) the authorization,
execution, delivery of, and the performance of all obligations of the Company under, this Agreement and;
(ii) the authorization, issuance, reservation for issuance and delivery of all of the Company Shares under this
Agreement.

2.3 Valid Issuance. The Company Shares issued under this Agreement will be validly issued, fully paid and
nonassessable.
B-1
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3. REPRESENTATIONS. WARRANTIES AND CERTAIN AGREEMENTS OF INVESTORS. Each Investor hereby
represents and warrants to, and agrees with, the Company, severally and not jointly, that:

3.1 Authorization. This Agreement constitutes such Investor s valid and legally binding obligation, enforceable
in accordance with its terms except as may be limited by (i) applicable bankruptcy, insolvency, reorganization or
other laws of general application relating to or affecting the enforcement of creditors rights generally and (ii) the
effect of rules of law governing the availability of equitable remedies. Each Investor represents that such Investor
has full power and authority to enter into this Agreement.

3.2 Acquisition for Own Account. The Company Shares to be acquired by such Investor hereunder will be
acquired for investment for such Investor s own account, not as a nominee or agent, and not with a view to the
public resale or distribution thereof within the meaning of the Securities Act of 1933, as amended (the

1933 Act ), and such Investor has no present intention of selling, granting any participation in, or otherwise
distributing the same.

3.3 No Solicitation. At no time was the Investor presented with or solicited by any publicly issued or circulated
newspaper, mail, radio, television or other form of general advertising or solicitation in connection with the offer,
sale and purchase of the Company Shares.

3.4 Investment Experience. Such Investor understands that the acquisition of the Company Shares involves
substantial risk. Such Investor is an accredited investor within the meaning of Regulation D promulgated under the
1933 Act and: (i) has experience as an investor in securities of companies in the development stage and
acknowledges that such Investor is able to fend for itself, can bear the economic risk of such Investor s investment
in the Company Shares and has such knowledge and experience in financial or business matters that such Investor
is capable of evaluating the merits and risks of this investment in the Company Shares and protecting its own
interests in connection with this investment and/or (ii) has a preexisting personal or business relationship with the
Company and certain of its officers, directors or controlling persons of a nature and duration that enables such
Investor to be aware of the character, business acumen and financial circumstances of such persons.

3.5 Restricted Securities. Such Investor understands that the Company Shares are characterized as restricted
securities under the 1933 Act inasmuch as they are being acquired from the Company in a transaction not
involving a public offering and that under the 1933 Act and applicable regulations thereunder such securities may
be resold without registration under the 1933 Act only in certain limited circumstances. In this connection, such
Investor represents that such Investor is familiar with Rule 144 of the U.S. Securities and Exchange Commission
(the SEC ), as presently in effect, and understands the resale limitations imposed thereby and by the 1933 Act.
Such Investor understands that the Company is under no obligation to register any of the securities sold hereunder.
Such Investor understands that no public market now exists for any of the Company Shares and that it is uncertain
whether a public market will ever exist for the Company Shares.

3.6 Further Limitations on Disposition. Without in any way limiting the representations set forth above, such
Investor further agrees not to make any disposition of all or any portion of the Company Shares unless and until
there is then in effect a registration statement under the 1933 Act covering such proposed disposition and such
disposition is made in accordance with such registration statement. Notwithstanding the foregoing, no such
registration statement shall be required: (i) for any transfer of any Company Shares in compliance with SEC
Rule 144 or Rule 144 A, or (ii) for any transfer of any Company Shares by an Investor that is a partnership or a
corporation without payment of consideration to (A) a partner of such partnership or stockholder of such
corporation, (B) a controlled affiliate of such partnership or corporation, (C) a retired partner of such partnership
who retires after the date hereof, (D) the estate of any such partner or stockholder, or (iii) for the transfer by gift,
will or intestate succession by any Investor to his or her spouse or lineal descendants or ancestors or any trust for
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3.8 Legends. It is understood that the certificates evidencing the Company Shares and the Conversion Shares
will bear the legends set forth below:

(a) THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE ACT ), OR UNDER THE SECURITIES LAWS OF ANY
OTHER JURISDICTIONS. THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON
TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS
PERMITTED UNDER THE ACT AND THE APPLICABLE STATE SECURITIES LAWS, PURSUANT TO
REGISTRATION OR EXEMPTION THEREFROM. INVESTORS SHOULD BE AWARE THAT THEY MAY BE
REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN INDEFINITE PERIOD OF
TIME. THE ISSUER OF THESE SECURITIES MAY REQUIRE AN OPINION OF COUNSEL IN FORM AND
SUBSTANCE SATISFACTORY TO THE ISSUER TO THE EFFECT THAT ANY PROPOSED TRANSFER OR
RESALE IS IN COMPLIANCE WITH THE ACT AND ANY APPLICABLE STATE SECURITIES LAWS.

(b) Any legend required by the laws of the State of California, including any legend required by the
California Department of Corporations and Sections 417 and 418 of the California Corporations Code or any
other state securities laws.

The legend set forth in (a) above shall be removed by the Company from any certificate evidencing Company
Shares upon delivery to the Company of an opinion by counsel, reasonably satisfactory to the Company, that a
registration statement under the 1933 Act is at that time in effect with respect to the legended security or that such
security can be freely transferred in a public sale without such a registration statement being in effect and that such
transfer will not jeopardize the exemption or exemptions from registration pursuant to which the Company issued
the Company Shares.

3.9 Title to Vialta Shares. Investor has valid marketable title to the Vialta Shares to be contributed under this
Agreement, free and clear of any pledge, lien, security interest, encumbrance, claim or equitable interest. The
Vialta Shares constitute all of the shares of Vialta stock owned or controlled by the Investor.

4. GENERAL PROVISIONS.

4.1 Successors and Assigns. Except as otherwise provided in this Agreement, this Agreement, and the rights
and obligations of the parties hereunder, will be binding upon and inure to the benefit of their respective
successors, assigns, heirs, executors, administrators and legal representatives.

4.2 Governing Law. This Agreement will be governed by and construed in accordance with the laws of the
State of California, without giving effect to that body of laws pertaining to conflict of laws.

4.3 Counterparts. This Agreement may be executed in any number of counterparts, each of which when so
executed and delivered will be deemed an original, and all of which together shall constitute one and the same
agreement.

4.4 Notices. Any and all notices required or permitted to be given to a party pursuant to the provisions of this
Agreement will be in writing.

4.5 Amendments and Waivers. Any term of this Agreement may be amended and the observance of any term of
this Agreement may be waived (either generally or in a particular instance and either retroactively or
prospectively), only with the written consent of the Company and the holders of a majority of the outstanding
Company Shares issuable hereunder. Any amendment or waiver effected in accordance with this Section shall be
binding upon each holder of any Company Shares at the time outstanding, each future holder of such securities,
and the Company. No delay or failure to require performance of any provision of this Agreement shall constitute a
waiver of that provision as to that or any other instance. No waiver granted under this Agreement as to any one
provision herein shall constitute a subsequent waiver of such provision or of any other provision herein, nor shall it
constitute the waiver of any performance other than the actual performance specifically waived.
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4.6 Severability. If any provision of this Agreement is determined by any court or arbitrator of competent

jurisdiction to be invalid, illegal or unenforceable in any respect, such provision will be enforced to the maximum
extent possible given the intent of the parties hereto.

4.11 Entire Agreement. This Agreement, together with all the Exhibits hereto, constitutes the entire agreement
and understanding of the parties with respect to the subject matter of this Agreement, and supersede any and all

prior understandings and agreements, whether oral or written, between or among the parties hereto with respect to
the specific subject matter hereof.
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IN WITNESS WHEREQOF, the parties hereto have executed this Stock Contribution Agreement as of the date
first written above.
VICTORY ACQUISITION CORPORATION:

By: /s/ Fred Shiu Leung Chan

Name: Fred Shiu Leung Chan

Title: President
/s/ Fred S. L. Chan

Fred S. L. Chan
/s/ Annie M.H. Chan

Annie M.H. Chan
For TR UA 07-25-95, The Annie M.H. Chan Living Trust:
/s/ Annie M.H. Chan

Annie M.H. Chan, Trustee

For The David Y.W. Chan Trust, UA DTD 12-21-87; The Edward Y.C. Chan Trust, UA DTD 12-21-87; The
Michael Y.J. Chan Trust, UA DTD 3-16-92:

/s/ Mee Sim Lee

Mee Sim Lee, Trustee
/s/ Sung Kook Kim

Sung Kook Kim, Trustee
/s/ Myong Shin Kim

Myong Shin Kim, Trustee
For Shiu Leung Chan & Annie M.H. Chan Gift Trust 11/20/92:
/s/ Mee Sim Lee

Mee Sim Lee, Trustee
/s/ Sung Kook Kim

Sung Kook Kim, Trustee
B-5
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For Evershine XVI, L.P.:
By: Everbright II, LLC
/s/ Fred Shiu Leung Chan

By: Fred Shiu Leung Chan, Manager
/s/ Annie M.H. Chan

By: Annie M.H. Chan, Manager
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EXHIBIT A
Schedule of Investors
Number of Vialta Number of
Company
Investor Shares Shares
Fred Shiu Leung Chan 5,044,744 5,044,744
Annie M.H. Chan 5,748,960 5,748,960
Annie M. H. Chan TR UA 07-25-95, The Annie M. H.
Chan Living Trust 8,042,932 8,042,932
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR
UA DTD 12-21-87, The David Y. W. Chan Trust 974,410 974,410
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR
UA DTD 12-21-87, The Edward Y. C. Chan Trust 974,408 974,408
Mee Sim Lee & Sung Kook Kim & Myong Shin Kim TR
UA DTD 3-16-92, The Michael Y. J. Chan Trust: 334,939 334,939
Shiu Leung Chan & Annie M. H. Chan Gift Trust Dated
11/20/92 2,119,447 2,119,447
Evershine XVI, L.P. 8,800,000 8,800,000
TOTALS: 32,039,840 32,039,840
B-7

Table of Contents 169



Edgar Filing: VIALTA INC - Form PREM14A

Table of Contents

EXHIBIT B
Stock Power And Assignment
Separate From Stock Certificate
FOR VALUE RECEIVED and pursuant to that certain Stock Contribution Agreement dated as of March 28, 2005,
(the Agreement ), the undersigned hereby sells, assigns and transfers unto Victory Acquisition Corporation (the

Transferee ), shares of the Common Stock of Vialta, Inc., a Delaware corporation (the Company ),
standing in the undersigned s name on the books of the Company represented by Certificate
No(s). delivered herewith, and does hereby irrevocably constitute and appoint the Secretary of the

Company as the undersigned s attorney-in-fact, with full power of substitution, to transfer said stock on the books of
the Company.

Dated:

(Signature)

(Please Print Name)

(Spouse s Signature, if any)

(Please Print Spouse s Name)
B-8
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Annex C
VOTING AGREEMENT

This VOTING AGREEMENT (the Agreement ) is entered into as of March 28, 2005, by and between Vialta,

Inc, a Delaware corporation (the Company ), and Victory Acquisition Corp., a Delaware corporation (the
Stockholder ).
RECITALS

A. Concurrently with the execution of this Agreement, the Company an Stockholder are entering into an
Agreement and Plan of Reorganization (as may be amended or supplemented from time to time, the Merger
Agreement ), pursuant to which the parties thereto have agreed, upon the terms and subject to the conditions set forth
therein, to merge Stockholder with and into the Company (the Merger ).

B. Concurrently with the execution of this Agreement, the Company and Stockholder are entering in to a Pledge
Agreement (as may be amended or supplemented from time to time, the Pledge Agreement ).

C. As of the date hereof, Stockholder beneficially owns (as such term is defined in Rule 13d-3 promulgated under
the Securities Exchange Act of 1934, as amended and the rules and regulations promulgated thereunder (the

Exchange Act )), and has the sole right to vote and dispose of, the number of shares (the Shares ) of common
stock, par value $.001 per share, of the Company (the Company Common Stock ), set forth opposite Stockholder s
name on Schedule I attached hereto, (such Shares, together with any other shares of capital stock of the Company
acquired by Stockholder after the date hereof and during the term of this Agreement (including through the exercise of
any stock options, warrants, convertible securities or similar instruments), being collectively referred to herein as the

Subject Shares ).

D. As a condition to its willingness to enter into the Merger Agreement, the Company has required that
Stockholder agree, and Stockholder is willing to agree, to the matters set forth herein. Capitalized terms used and not