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STEC, INC.

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD MAY 19, 2011

The 2011 Annual Meeting of Shareholders (the �Annual Meeting�) of STEC, Inc., a California corporation (the �Company� or �STEC�), will be held
on Thursday, May 19, 2011, at 8:00 a.m. local time at the Irvine Marriott located at 18000 Von Karman Avenue, Irvine, California 92612, for
the following purposes, as more fully described in the Proxy Statement accompanying this notice:

1. To elect Manouch Moshayedi, Mark Moshayedi, Rajat Bahri, F. Michael Ball, Christopher W. Colpitts, Kevin C. Daly, Ph.D. and
Matthew L. Witte to serve on our Board of Directors until the 2012 Annual Meeting of Shareholders and until their successors are
duly elected and qualified or until their earlier resignation or removal;

2. To approve an amendment to increase the share reserve under our 2010 Incentive Award Plan;

3. To conduct an advisory vote on the compensation of our named executive officers (the �Say-On-Pay� vote);

4. To conduct an advisory vote on the frequency of an advisory vote on the compensation of our named executive officers (the
�Say-On-Pay Frequency� vote);

5. To ratify the selection of PricewaterhouseCoopers LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2011; and

6. To transact such other business as may properly come before the meeting or any adjournment or adjournments thereof.
The Proxy Statement accompanying this notice describes each of these items of business in more detail. Our Board of Directors recommends: a
vote �FOR� each of the seven nominees listed above; a vote �FOR� Items 2, 3 and 5 above; and a vote for �THREE YEARS� with respect to Item
No. 4 regarding how frequently an advisory vote on the compensation of our named executive officers should occur.

If you were a holder of record of STEC common stock at the close of business on March 22, 2011, you are entitled to notice of and to vote at the
Annual Meeting or any postponement or adjournment thereof.

By Order of the Board of Directors,

Manouch Moshayedi

Chief Executive Officer and

Chairman of the Board of Directors

Santa Ana, California

March 31, 2011
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WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING IN PERSON, PLEASE VOTE AS PROMPTLY AS
POSSIBLE VIA THE INTERNET OR TELEPHONE AS INSTRUCTED IN THESE MATERIALS OR, IF THIS PROXY
STATEMENT WAS MAILED TO YOU, BY COMPLETING, DATING AND SIGNING THE ENCLOSED PROXY CARD AND
MAILING IT IN THE ACCOMPANYING POSTAGE PAID ENVELOPE.
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STEC, INC.

3001 Daimler Street

Santa Ana, California 92705-5812

(949) 476-1180

PROXY STATEMENT FOR

ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD ON MAY 19, 2011

GENERAL INFORMATION

Your proxy is solicited on behalf of the Board of Directors (the �Board�) of STEC, Inc., a California corporation (the �Company,� �STEC,� �we,� �us,�
and �our�), for use at the 2011 Annual Meeting of Shareholders (the �Annual Meeting�) to be held on May 19, 2011, at 8:00 a.m. local time, or at
any continuation, adjournment or postponement thereof, for the purposes set forth herein and in the accompanying Notice of Annual Meeting
and any business properly brought before the Annual Meeting. The Annual Meeting will be held at the Irvine Marriott located at 18000 Von
Karman Avenue, Irvine, California 92612.

As permitted by the U.S. Securities and Exchange Commission (�SEC�), STEC is providing most shareholders with notice and access to our proxy
materials over the Internet rather than in paper form. Accordingly, on or about April 5, 2011, we will mail to most shareholders a Notice of
Internet Availability of Proxy Materials (the �Notice�) containing instructions on how to access the proxy materials over the Internet and mail
printed copies of the proxy materials, including a proxy card, to the rest of our shareholders. If you receive the Notice by mail, you will not
receive a printed copy of the proxy materials in the mail. Instead, the Notice instructs you on how to access and review all of the important
information contained in our Proxy Statement and our 2010 Annual Report to Shareholders, which consists of our Annual Report on Form 10-K.
The Notice also instructs you on how to submit your proxy via the Internet or telephone. Brokers and other nominees who hold shares on behalf
of beneficial owners will be sending their own similar Notice and instructions.

This process is designed to expedite shareholders� receipt of proxy materials, lower the cost of the Annual Meeting, and help minimize the
environmental impact of the Annual Meeting. However, if you would prefer to receive printed proxy materials, please follow the instructions
included in the Notice. If you have previously elected to receive our proxy materials electronically, you will continue to receive these materials
via e-mail unless you elect otherwise.

IMPORTANT NOTICE REGARDING THE INTERNET AVAILABILITY OF PROXY MATERIALS FOR STEC�S ANNUAL
SHAREHOLDER MEETING TO BE HELD ON MAY 19, 2011.

STEC�s Proxy Statement, the 2010 Annual Report to Shareholders (which consists of our Annual Report on Form 10-K), and a proxy card
sample are available at http://www.stec-inc.com/proxy and www.proxyvote.com. You are encouraged to access and review all of the important
information contained in the proxy materials before submitting a proxy or voting at the Annual Meeting.
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Who can attend the meeting?

Attendance at the Annual Meeting is limited to STEC�s shareholders of record or a beneficial owner as of March 22, 2011. Registration will
begin at 7:45 a.m. and you should be prepared to present photo identification for admittance.

� If you are the shareholder of record (that is, your shares are registered in your own name through our transfer agent), your name
will be verified against the list of shareholders of record prior to you being admitted to the Annual Meeting.

� If you hold your shares in �street name� (that is, your shares are held in the name of a brokerage firm, bank or other nominee), you
should provide proof of beneficial ownership on the record date, such as a brokerage account statement showing that you owned
STEC stock as of the record date, a copy of the voting instruction card provided by your broker, bank or other nominee, or other
similar evidence of ownership as of the record date.

� If you are a proxy holder for a shareholder of STEC who owned shares of STEC common stock as of the close of
business on March 22, 2011, you must bring the executed proxy naming you as the proxy holder, signed by the shareholder
of STEC who owned shares of STEC common stock as of the close of business on March 22, 2011 and valid personal photo
identification (such as a driver�s license or passport).

If you do not provide the required documentation or comply with the other procedures outlined in this Proxy Statement, you will not be admitted
to the Annual Meeting. Cameras, recording devices and other electronic devices will not be permitted at the meeting.

Who can vote?

You can vote your shares of STEC common stock if you owned the shares at the close of business on the record date, March 22, 2011. As of the
close of business on the record date, 51,381,897 shares of our common stock were issued and outstanding. You are entitled to one vote for each
share of common stock. You may not cumulate votes in the election of directors. All votes will be tabulated by the inspector of elections
appointed for the Annual Meeting, who will separately tabulate affirmative and negative votes, abstentions and broker non-votes. A list of
shareholders entitled to vote at the Annual Meeting will be available for inspection at STEC�s executive offices during normal business hours for
ten days prior to the Annual Meeting and at the Annual Meeting.

How do I vote?

You may vote by attending the Annual Meeting and voting in person or you may vote by submitting a proxy. The method of voting by proxy
differs depending on whether (1) you are viewing this Proxy Statement on the Internet or receiving a paper copy, and (2) you hold your shares as
a record holder or in �street name.�

If you are the record holder of your stock and you are receiving a paper copy of this Proxy Statement, you may vote by completing, dating and
signing the proxy card that was included with the Proxy Statement and promptly returning it in the pre-addressed, postage paid envelope
provided to you, or by submitting a proxy over the Internet, by telephone or through the mail by following the instructions on the proxy card. If
you received a Notice, you may vote over the Internet or by telephone, or request paper copies of the proxy statement and proxy card, by
following the instructions on the Notice. If you decide to vote by mail and do not have a postage-prepaid envelope, please mail your completed
proxy card to the following address: STEC, Inc., c/o Broadridge, 51 Mercedes Way, Edgewood, NY 11717.

If you hold your shares of common stock in street name you will receive the Notice from your broker, bank or other nominee that includes
instructions on how to vote your shares. Your broker, bank or other nominee will
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allow you to deliver your voting instructions via the Internet and may also permit you to submit your voting instructions by telephone. In
addition, you may request paper copies of our proxy materials and proxy card by following the instructions on the Notice provided by your
broker, bank or other nominee.

What is �householding� of proxy materials (or the Notice, as applicable)?

Some banks, brokers and other nominee record holders may participate in the practice of �householding� proxy materials. This means that only
one copy of our proxy materials or the Notice, as applicable, may have been sent to multiple shareholders in your household. We will promptly
deliver separate proxy materials and, if applicable, a separate Notice, to you if you contact us at STEC, Inc., 3001 Daimler Street, Santa Ana,
California 92705-5812, Attention: Corporate Secretary. If you want to receive separate copies of our proxy materials in the future, or if you are
receiving multiple copies and would like to receive only one copy for your household, you should contact your bank, broker or other nominee
record holder, or you may contact us at the above address.

How can I revoke or change my vote?

As a shareholder of record, you have the power to revoke your proxy at any time before it is voted. A proxy may be revoked by a shareholder of
record by:

� Delivering a written notice of revocation to our Corporate Secretary at or before the annual meeting;

� Presenting to our Corporate Secretary, at or before the annual meeting, a later dated proxy executed by the person who executed the
prior proxy; or

� Submitting another proxy by telephone or via the Internet (your latest telephone or Internet voting instructions are followed).
If you hold your shares through a broker, bank or other nominee, you may change your vote by submitting new voting instructions to your
broker, bank or other nominee. Please note that your vote in person at the Annual Meeting will not be effective unless you have obtained and
present a proxy card issued in your name from your broker, bank or other nominee.

What constitutes a quorum?

For business to be conducted at the Annual Meeting, a quorum must be present. The presence at the Annual Meeting, in person or by proxy, of
the holders of a majority of the shares of common stock outstanding and entitled to vote on the record date will constitute a quorum. Abstentions
and �broker non-votes� (i.e., shares held by a broker, bank or other nominee that are represented at the Annual Meeting, but with respect to which
such broker, bank or other nominee is not instructed to vote on a particular item and to which such broker, bank or other nominee does not have
discretionary voting power) will be counted for the purpose of determining whether a quorum is present for the transaction of business. If a
quorum is not present, the Annual Meeting will be adjourned to a subsequent date for the purpose of obtaining a quorum. If there is a quorum
present at the Annual Meeting initially, but a sufficient number of shareholders withdraw, leaving less than a quorum, business may continue to
be transacted at the Annual Meeting if any action taken (other than adjournment) is approved by shares holding at least a majority of the voting
power required to constitute a quorum.

What vote is required for each item?

For Item No. 1, the seven nominees receiving the highest number of affirmative votes will be elected as directors. The election of nominees for
director is a �non-routine� proposal on which a broker, bank or other nominee does not have discretion to vote any uninstructed shares.
Abstentions and broker non-votes will have no effect on the outcome of the election of nominees for director.
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For Item No. 2, approving an increase in the share reserve under our 2010 Incentive Award Plan requires the affirmative vote of a majority of
shares present at the Annual Meeting, in person or by proxy, and voting on the proposal. Abstentions and broker non-votes will not count as
shares voting on this proposal, which is considered �non-routine,� and thus will not impact the outcome of the vote on Item No. 2.

For Item No. 3, an advisory vote approving the compensation of our named executive officers (the �Say-On-Pay Vote�) requires the affirmative
vote of a majority of shares present at the Annual Meeting, in person or by proxy, and voting on the proposal. Abstentions and broker non-votes
will not count as shares voting on this proposal, which is considered �non-routine,� and thus will not impact the outcome of the vote on Item No. 3.

For Item No. 4, an advisory vote on the frequency of an advisory vote on the compensation of our named executive officers (the �Say-On-Pay
Frequency Vote�) requires the affirmative vote of a majority of shares present at the Annual Meeting, in person or by proxy, and voting on the
proposal. Abstentions and broker non-votes will not count as shares voting on this proposal, which is considered �non-routine,� and thus will not
impact the outcome of the vote on Item No. 4. With respect to this Item No. 4, if none of the frequency alternatives (three years, two years or
one year) receive a majority vote, we will consider the frequency that receives the highest number of votes by our shareholders to be the
frequency that has been selected by shareholders. However, because this vote is advisory and not binding on us or our Board in any way, our
Board may decide that it is in the Company�s and our shareholders� best interests to hold an advisory vote on executive compensation more or less
frequently than the alternative approved by our shareholders.

For Item No. 5, ratification of the selection of PricewaterhouseCoopers LLP as our independent registered public accounting firm for the fiscal
year ending December 31, 2011 requires the affirmative vote of a majority of shares present at the Annual Meeting, in person or by proxy, and
voting on the proposal. Abstentions will not count as shares voting on this proposal and will not have any impact on the outcome of the vote on
Item No. 5. The approval of Item No. 5 is a �routine� proposal on which a broker, bank or other nominee is generally empowered to vote.
Accordingly, it is unlikely that any broker non-votes will result from this proposal.

Who will count the votes and how will my vote(s) be counted?

All votes will be tabulated by the inspector of election appointed for the Annual Meeting, who will separately tabulate affirmative and negative
votes, abstentions and broker non-votes.

If you are a shareholder of record and you vote using a proxy card that is properly signed and dated, the proxy holders named on the proxy card
will vote your shares as you instruct. If you sign, date and return the proxy card but do not vote on an item, the proxy holders will vote for you
on that item. Unless you instruct otherwise, the proxy holders will vote �FOR� each of the director nominees; vote �FOR� Items No. 2, 3 and 5; vote
for �3 YEARS� under Item No. 4; and vote in the discretion of the proxy holders as to any other matters that may properly come before the
Annual Meeting.

If you are a street name holder of shares and do not provide voting instructions to your broker or other nominee, your shares will be considered
broker non-votes. Broker non-votes occur when a nominee holding shares for a beneficial owner has not received voting instructions from the
beneficial owner and does not have discretionary authority to vote the shares. The effect of a broker non-vote is that your shares will not be
voted on any proposal on which your broker or other nominee does not have discretionary authority to vote.

Brokers generally have discretionary authority to vote on �routine� proposals, such as the ratification of the selection of PricewaterhouseCoopers
LLP as our independent registered public accounting firm. Brokers, however, do not have discretionary authority to vote on the election of
directors, the increase in the share reserve under our 2010 Incentive Award Plan, the Say-On-Pay Vote, or the Say-On-Pay Frequency Vote.
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In their discretion, the proxy holders named in the proxy are authorized to vote on any other matters that may properly come before the Annual
Meeting and at any continuation, postponement or adjournment thereof. The Board knows of no other items of business that will be presented
for consideration at the Annual Meeting other than those described in this Proxy Statement.

What if other matters arise at the Annual Meeting?

The matters described in this Proxy Statement are the only matters we know will be voted on at the Annual Meeting. If other matters are
properly presented at the meeting, the proxy holders will vote your shares as they deem appropriate.

Who pays for this proxy solicitation?

The Company will bear the entire cost of solicitation, including the preparation, assembly, printing and mailing of this Proxy Statement, the
proxy and any additional solicitation materials furnished to the shareholders. Copies of solicitation materials will be furnished to brokerage
houses, fiduciaries and custodians holding shares in their names that are beneficially owned by others so that they may forward this solicitation
material to such beneficial owners. The Company may reimburse such persons for their costs in forwarding the solicitation materials to such
beneficial owners. The original solicitation of proxies by mail may be supplemented by a solicitation by telephone or other means by directors,
officers or employees of the Company. In addition, STEC has retained MacKenzie Partners, Inc. to assist in connection with the solicitation of
proxies from shareholders whose shares are held in nominee name by various brokerage firms. We estimate the cost of this solicitation to be
$15,000, plus out-of-pocket costs and expenses.

Who may I contact if I have questions or need assistance voting my shares?

If you have any questions or need assistance in voting your shares, you may contact our proxy solicitors:

MACKENZIE PARTNERS, INC.

105 Madison Avenue

New York, New York 10016

(212) 929-5500 (Call Collect)

or

Call Toll-Free (800) 322-2885

Email: proxy@mackenziepartners.com
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ITEM NO. 1

ELECTION OF DIRECTORS

General

Our Board currently consists of seven directors. Based upon the recommendation of our Nominating and Corporate Governance Committee, the
Board has nominated all seven of the current directors for re-election, at the Annual Meeting, to serve for a one-year term and until their
respective successors have been duly elected and qualified.

Holders of proxies solicited by this Proxy Statement will vote the proxies received by them as directed on the proxy card or, if no direction is
made, the proxy holders will vote �FOR� the election of the seven director nominees named below. Proxies cannot be voted for more than the
seven named director nominees.

Each director nominee for election has consented to being named in this Proxy Statement as a nominee for election as a director and has agreed
to serve as a director if elected, and we have no reason to believe that any director nominee will be unavailable to serve. If any director nominee
is unable or declines to serve as a director at the time of the Annual Meeting, the proxy holders will vote for a director nominee designated by
the present Board to fill the vacancy.

The table below lists our director nominees. A summary of each nominee�s background is set forth after the table below and includes the specific
experience, qualifications, attributes, and/or skills that, together with the general characteristics and qualifications described below under the
caption �Director Candidate Nominating Procedures,� contributed to our Board of Directors� conclusion that the person should serve as a director
of STEC.

The names of the director nominees, and certain information about them, are set forth below.

Name Age
Director

Since Position
Manouch Moshayedi (1) 52 1990 Chief Executive Officer and Chairman of the Board

Mark Moshayedi (1) 49 1992 President, Chief Operating Officer, Chief Technical Officer, Secretary and Director

Rajat Bahri (2) 46 2005 Director

F. Michael Ball (2) 55 2000 Director

Christopher W. Colpitts 43 2009 Director

Kevin C. Daly, Ph.D. (2) 66 2010 Director

Matthew L. Witte (2) 53 2009 Director

(1) Member of the Equity Awards Committee
(2) Member of the Audit, Compensation and Nominating and Corporate Governance Committees
Manouch Moshayedi, a co-founder of STEC, has served as our President or Chief Executive Officer and Chairman of the Board since our
inception in March 1990. From March 1990 to September 1994, Mr. Moshayedi also served as our Chief Financial Officer. Mr. Moshayedi�s
distinguished career as a senior executive, including as our President, Chief Executive Officer and Chief Financial Officer, provides the Board
with demonstrated leadership capabilities and expertise in management and finance and led our Board to conclude that he should serve as one of
our directors. As our co-founder and Chief Executive Officer, Mr. Moshayedi brings in-depth knowledge, experience and understanding of all
facets of our business and industry. The strengths and benefits of Mr. Moshayedi�s leadership are reflected in STEC�s transformation into a
leading provider of enterprise-class
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Flash solid-state drives (�SSDs�). Mr. Moshayedi co-founded STEC as a small computer memory company in Santa Ana nearly two decades ago.
Since then, under Mr. Moshayedi�s continued leadership, STEC has grown into a global engineering and manufacturing company that is a
leading provider of SSDs worldwide with locations in California, Malaysia, Taiwan, Japan, China, the United Kingdom, Austria, Germany and
Italy. Mr. Moshayedi is the brother of Mark Moshayedi, who is an executive officer and director of STEC.

Mark Moshayedi has served as a director since March 1992 and our Chief Operating Officer, Chief Technical Officer and Secretary since
January 1995 and our President since March 2007. From June 1994 to December 1994, Mr. Moshayedi served as our President of Research and
Development. From April 1992 to June 1994, Mr. Moshayedi served as our Senior Vice President. From March 1992 to March 2007,
Mr. Moshayedi held various positions with the Company, including Chief Operating Officer, Chief Technical Officer and Secretary. With over
fifteen years of senior management experience at our Company, Mr. Moshayedi brings to the Board proven management skills and knowledge
of all aspects of our business. In particular, he contributes expertise in business operations, sales and marketing and product development. As
one of our longest standing directors, Mr. Moshayedi provides continuity to the Board in addition to a deep understanding of the strategic and
operational issues we face. The foregoing attributes, Mr. Moshayedi�s tireless dedication to the Company, experienced leadership skills and drive
for innovation and excellence position him well to serve as our President, Chief Operating Officer, Chief Technical Officer, Secretary and led
our Board to conclude he should serve as one of our directors. Mr. Moshayedi is the brother of Manouch Moshayedi, who is an executive officer
and director of STEC.

Rajat Bahri joined STEC in November 2005 as a director and member of our Audit, Compensation and Nominating and Corporate Governance
Committees. He also serves as the Chairman of our Audit Committee. Since January 2005, Mr. Bahri has been Chief Financial Officer of
Trimble Navigation Limited, a publicly-traded company that provides advanced positioning product solutions. Prior to joining Trimble,
Mr. Bahri served for more than 15 years in various capacities within the financial organization of several subsidiaries of Kraft Foods, Inc. and
General Foods Corporation. Most recently, he served as the Chief Financial Officer for Kraft Canada, Inc. From June 2000 to June 2001,
Mr. Bahri served as Chief Financial Officer of Kraft Pizza Company. From 1997 to 2000, Mr. Bahri was Operations Controller for Kraft Jacobs
Suchard Europe. Mr. Bahri has extensive financial and senior executive management experience with which he contributes to the Board a wealth
of knowledge and insight, especially on matters relating to finance and accounting. Mr. Bahri gained his finance and accounting expertise while
serving as Chief Financial Officer for Trimble Navigation Limited, where he is responsible for worldwide financial, tax, investor and treasury
activities, and during his tenure with Kraft Foods, Inc. and General Foods Corporation. With this experience, Mr. Bahri possesses the financial
acumen requisite to serve as a financial expert on our Audit Committee. In addition, as Chief Financial Officer of Trimble Navigation Limited,
Mr. Bahri has significant exposure to many of the complex issues facing public companies. For these reasons, our Board concluded that
Mr. Bahri should serve as one of our directors.

F. Michael Ball joined STEC in October 2000 as a director and member of our Audit and Compensation Committees. Mr. Ball was appointed as
a member of our Nominating and Corporate Governance Committee in February 2004 and also serves as the Chairman of our Compensation
Committee. Since March 28, 2011, Mr. Ball has been Chief Executive Officer of Hospira, Inc., a publically-traded global specialty
pharmaceutical and medication delivery company. He also serves on the board of directors of Hospira. Prior to joining Hospira, Mr. Ball served
for more than 15 years in various capacities within Allergan, Inc., a publicly-traded pharmaceutical company. From February 2006 to March
2011, Mr. Ball served as President of Allergan. From October 2003 to January 2006, Mr. Ball was Executive Vice President and President,
Pharmaceuticals, of Allergan, Inc. From April 1996 to September 2003, Mr. Ball was Corporate Vice President and President, North America
Region of Allergan, Inc. In addition, Mr. Ball has previously served on the board of directors of Intralase Corp., a publicly-traded medical device
company, from July 2006 until April 2007. With his distinguished career, Mr. Ball brings to the Board demonstrated leadership capabilities and
a track record of success. He also provides the Board with expertise in business operations and management. With his experience as an executive
officer at Allergan and Hospira, Mr. Ball has significant exposure to many of the complex issues
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facing large public companies, including on the operational, financial and corporate governance fronts. For these reasons, our Board concluded
that Mr. Ball should serve as one of our directors.

Christopher W. Colpitts joined STEC as a director in March 2009. Since May 2006, Mr. Colpitts has been the Managing Director and Global
Head of Technology Investment Banking at Deutsche Bank. Prior to this, he spent nine years at Lehman Brothers, most recently as Managing
Director and Global Head of Electronics Investment Banking. With his distinguished career in investment banking, Mr. Colpitts contributes to
the Board extensive knowledge regarding business strategy, operations and the technology sector, and these attributes led the Board to conclude
he should serve as one of our directors. He also provides the Board with valuable financial and investment expertise. His broad experience
identifying profitable business opportunities, valuing businesses and advising on financial strategy provides the Board with key insights into
effective business operations.

Kevin C. Daly, Ph.D., joined STEC in May 2010 as a director and member of our Audit, Compensation and Nominating and Corporate
Governance Committees. He has served as Chief Executive Officer of MAXxess Systems, Inc., a provider of electronic security systems, since
November 2005. From August 2007 to 2009, Dr. Daly also served as Chief Executive Officer of iStor Networks, Inc., a manufacturer of network
storage systems. From 2002 to 2005, Dr. Daly was Chief Executive Officer of Avamar Technologies, Inc., a developer of storage deduplication
technology. Avamar was subsequently acquired by EMC Corporation in 2006. Prior to serving as the Chief Executive Officer of Avamar,
Dr. Daly was Chief Executive Officer of ATL Products, Inc., a provider of tape automation systems. ATL Products completed an IPO in 1997
and was subsequently acquired by Quantum Corporation. Dr. Daly was Chief Technical Officer of Quantum Corporation�s Storage Solutions
Group from October 2001 to July 2002. Dr. Daly served as a member of the Boards of Directors of Danka Business Systems, PLC, a provider of
comprehensive document solutions, from 2002 to 2008 and iStor Networks, Inc. from 2002 to 2009. Dr. Daly is currently a member of the
Boards of Directors of Iteris, Inc., a publically-traded provider of traffic management solutions, and Project Tomorrow, a national education
non-profit group based in Irvine, California. Having served as a senior officer of several companies, including companies involved in the storage
systems technology industry, Dr. Daly offers to the Board a wealth of management and leadership experience as well as a deep understanding of
our industry. For these reasons, our Board concluded that Dr. Daly should serve as one of our directors.

Matthew L. Witte joined STEC in January 2009 as a director and member of our Audit, Compensation and Nominating and Corporate
Governance Committees. He also serves as the Chairman of our Nominating and Corporate Governance Committee. Mr. Witte is a founding
partner of Marwit Capital, LLC, a private equity firm with which he has been affiliated since January 1994. In addition, Mr. Witte is currently
one of two Managing Partners of the firm�s current fund, Marwit Capital Partners II, L.P., where he is responsible for the fund�s management and
final investment decisions. Mr. Witte brings to the Board extensive investing, management and entrepreneurial experience, making him a key
member of our Board. Mr. Witte�s expertise in finance and investment strategy make him a valuable contributor to discussions and deliberations
involving many of the strategic, financial and operational issues we face. Mr. Witte is adept at identifying and evaluating business opportunities
that can contribute to the growth of our Company. In addition, Mr. Witte has considerable directorial and governance experience and, in
February of 2009, he was recognized as �Director of the Year for Early Stage Companies� by the Forum for Corporate Directors. For these
reasons, our Board concluded that Mr. Witte should serve as one of our directors.

Recommendation of the Board of Directors

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� THE ELECTION OF THE DIRECTOR
NOMINEES NAMED ABOVE.
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COMPENSATION OF NON-EMPLOYEE DIRECTORS

Overview

The Compensation Committee recommends to the Board the form and amount of compensation for non-employee directors. We do not provide
compensation to the employee members of our Board for their service on the Board or for attendance at meetings of committees of the Board on
which they serve. Therefore, Messrs. Manouch and Mark Moshayedi were not paid for their service as directors in 2010. All compensation paid
to Messrs. Manouch and Mark Moshayedi during the year ended December 31, 2010 is reported in the �Summary Compensation Table� in the
�Executive Compensation and Related Information� section of this Proxy Statement.

Our compensation for our non-employee directors for 2010 was comprised of both cash compensation, in the form of meeting fees, and equity
compensation, in the form of option grants. Each of these components is described in more detail below.

Cash Compensation for Meeting Attendance

During fiscal year 2010, non-employee members of our Board received the compensation described below for their service on the Board and its
committees.

� Board Meetings: Each non-employee director received $5,000 for attendance in person at each regular meeting of our Board in the
first quarter of 2010 and $15,000 for attendance in person at each regular meeting of our Board for the second, third and fourth
quarters of 2010.

� Audit Committee Meetings: The chair of the Audit Committee received $2,000 for each regular meeting over which he presided in
person and the remaining members of the Audit Committee each received $1,000 for each regular meeting attended in person.

� Compensation Committee Meetings: The chair of the Compensation Committee received $2,000 for each regular meeting over which
he presided in person and the remaining members of the Compensation Committee each received $1,000 for each regular meeting
attended in person.

� Nominating and Corporate Governance Committee Meetings: The chair of the Nominating and Corporate Governance Committee
received $2,000 for each regular meeting over which he presided in person and the remaining members of the Nominating and
Corporate Governance Committee each received $1,000 for each regular meeting attended in person.

In addition to the meeting fees, our non-employee Board members are reimbursed for reasonable travel and other out-of-pocket expenses
incurred in connection with attendance at meetings of the Board and committees of the Board.

Equity Compensation

Pursuant to STEC�s 2010 Incentive Award Plan, a non-employee director will receive, upon his or her initial election or appointment to the
Board, an automatic option grant to purchase 30,000 shares of STEC common stock (�Initial Option Grant�). In addition, beginning with the
annual meeting of shareholders that occurs after each non-employee director�s first anniversary of election or appointment to our Board, such
non-employee director will automatically be granted an option to purchase 15,000 shares of STEC common stock per year for each year of
service on the Board thereafter, effective as of the date immediately following each annual meeting of shareholders. The option grant will have
an exercise price equal to the fair market value of the option shares on the grant date and will have a term of ten years measured from the grant
date, subject to earlier termination following the optionee�s cessation of service on the Board. The shares subject to each automatic option grant
vest in a series of four successive equal annual installments upon the optionee�s completion of each year of Board
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service over the four-year period measured from the date of grant. The stock options will immediately vest in full upon certain changes in
control or ownership of STEC, and any Initial Option Grant shall immediately vest in full upon cessation of service on the Board by reason of
death or disability. Upon a non-employee director�s cessation of service on the Board for any reason, his or her stock options shall remain
exercisable for twelve (12) months.

Director Compensation Table

The following table sets forth information regarding the compensation to persons who served as non-employee directors during the year ended
December 31, 2010. We do not provide compensation to the employee members of our Board for their service on the Board or for attendance at
meetings of committees of the Board on which they serve. Accordingly, the information presented shall be with respect to our non-employee
directors.

Name

Fees Earned
or Paid

in Cash ($)

Option
Awards
($)(3)(4) Total ($)

Rajat Bahri $ 66,000 $ 110,400 $ 176,400
F. Michael Ball $ 66,000 $ 110,400 $ 176,400
Christopher W. Colpitts $ 52,000 $ 110,400 $ 162,400
Kevin C. Daly (1) $ 51,000 $ 229,800 $ 280,800
Dan Moses (2) $ 5,000 $ 0 $ 5,000
Matthew L. Witte $ 66,000 $ 110,400 $ 176,400

(1) Dr. Daly was elected to the Board, effective May 27, 2010. In connection with his election, Dr. Daly received an initial option award to
purchase 30,000 shares of STEC common stock.

(2) Mr. Moses resigned from the Board effective as of May 27, 2010.
(3) The amounts shown equal the grant date fair value of the option awards computed in accordance with Financial Accounting Standards

Board (�FASB�) Accounting Standards Codification (�ASC�) 718, �Compensation�Stock Compensation.� The assumptions used to calculate the
grant date fair value are set forth in Note 9 of the Notes to Consolidated Financial Statements included in our Annual Report on Form 10-K
for the year ended December 31, 2010 filed with the SEC on February 22, 2011.

(4) The table below sets forth the number of vested and unvested options held by each of our non-employee directors as of
December 31, 2010. None of our non-employee directors held any unvested stock awards as of December 31, 2010.

Name

Options Awards
Outstanding at

12/31/2010
Rajat Bahri 105,000
F. Michael Ball 185,000
Christopher W. Colpitts 75,000
Kevin C. Daly 30,000
Matthew L. Witte 75,000
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MANAGEMENT

Executive Officers and Directors

The following table sets forth certain information regarding our executive officers and directors as of April 1, 2011.

Name Age Position
Manouch Moshayedi (1) 52 Chief Executive Officer and Chairman of the Board

Mark Moshayedi (1) 49 President, Chief Operating Officer, Chief Technical Officer, Secretary
and Director

Raymond D. Cook 50 Chief Financial Officer

Robert M. Saman 44 General Counsel and Assistant Secretary

Rajat Bahri (2) 46 Director

F. Michael Ball (2) 55 Director

Christopher W. Colpitts 43 Director

Kevin C. Daly, Ph.D. (2) 66 Director

Matthew L. Witte (2) 53 Director

(1) Member of the Equity Awards Committee
(2) Member of the Audit, Compensation and Nominating and Corporate Governance Committees
Manouch Moshayedi.    See �Item No. 1: Election of Directors� for Manouch Moshayedi�s biography.

Mark Moshayedi.    See �Item No. 1: Election of Directors� for Mark Moshayedi�s biography.

Raymond D. Cook has served as our Chief Financial Officer since November 2008. From May 2005 to November 2008, Mr. Cook was the Vice
President of Finance and Corporate Controller at Mindspeed Technologies, Inc., a publicly-traded semiconductor networking solutions provider.
Mr. Cook also served as interim Chief Financial Officer for Mindspeed from April 2008 to July 2008. From July 2003 to May 2005, Mr. Cook
served as Mindspeed�s Executive Director�Controller. From April 1999 to July 2003, Mr. Cook was the Executive Director, Accounting/External
Reporting for Conexant Systems, Inc., a provider of solutions for imaging, video, audio, and Internet connectivity applications.

Robert M. Saman has served as our General Counsel and Assistant Secretary since November 2010. Mr. Saman joined STEC as Corporate
Counsel in July 2010. From August 2006 to July 2010, Mr. Saman was the Assistant General Counsel and Assistant Secretary for Eclipsys
Corporation, a publicly-traded provider of healthcare information technology solutions. Prior to joining Eclipsys, Mr. Saman served from
January 2003 to July 2006 in various capacities within the legal department of Gateway, Inc., most recently as Associate General Counsel and
Assistant Secretary. Mr. Saman began his legal career with the law firms of Preston Gates & Ellis LLP and Cooley Godward LLP. Mr. Saman
received his Juris Doctor degree from Stanford Law School. Prior to law school, he was an analyst specializing in public finance with Jones
Hall, a Professional Law Corporation, and a consultant with Ernst & Young.

Rajat Bahri.    See �Item No. 1: Election of Directors� for Mr. Bahri�s biography.

F. Michael Ball.    See �Item No. 1: Election of Directors� for Mr. Ball�s biography.

Christopher W. Colpitts.    See �Item No. 1: Election of Directors� for Mr. Colpitts� biography.

Kevin C. Daly Ph.D.    See �Item No. 1: Election of Directors� for Dr. Daly�s biography.

Matthew L. Witte.    See �Item No. 1: Election of Directors� for Mr. Witte�s biography.

Relationships Among Executive Officers and Directors
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Our executive officers are elected by the Board on an annual basis. Except as otherwise disclosed in their respective biographies, there are no
family relationships among any of the directors or executive officers of STEC.
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CORPORATE GOVERNANCE

Director Independence

In determining whether or not a director or director nominee is independent, STEC uses the standards for director independence pursuant to
NASDAQ listing standards. Our Board concluded that Rajat Bahri, F. Michael Ball, Christopher W. Colpitts, Kevin C. Daly, Ph.D. and
Matthew L. Witte, all of whom are current non-employee directors, are independent directors under NASDAQ rules. In determining that each of
the non-employee directors is independent, our Board considered, among other things, the types and amounts of the commercial dealings, if any,
between us and the companies and organizations with which the non-employee directors and director nominee are affiliated.

In making its determination, our Board considered the fact that Mr. Colpitts is the Managing Director and Global Head of Technology
Investment Banking at Deutsche Bank. STEC engages a different division of Deutsche Bank to provide cash management services. The fees
paid to Deutsche Bank for cash management services do not benefit the investment banking division or Mr. Colpitts. In addition, the Board
considered that on August 3, 2009, Deutsche Bank Securities Inc. acted as an underwriter in the offering by STEC�s shareholders of 10,350,000
shares of common stock, as a result of which Deutsche Bank Securities received approximately $12.8 million in underwriting discounts and
commissions. Our Board determined that these relationships would not interfere with the exercise of independent judgment by Mr. Colpitts in
carrying out his responsibilities as a director under the NASDAQ listing standards. Manouch Moshayedi and Mark Moshayedi did not qualify as
independent directors because they are employees of STEC.

In addition, our Board has also determined that:

� all directors who serve on the Audit, Compensation, and Nominating and Corporate Governance Committees are independent under
NASDAQ rules, and

� all members of the Audit Committee meet the additional criteria for independence of Audit Committee members set forth in
Rule 10A-3(b)(1) under the Securities Exchange Act of 1934, as amended.

The independent directors meet regularly in executive sessions without the presence of the non-independent directors or members of our
management at least twice per year and from time to time as they deem necessary or appropriate.

Board of Directors

Our Board is currently comprised of seven members. Each director currently serves until the next annual meeting of shareholders or until his
successor is duly elected and qualified. At each annual meeting of shareholders, the directors� successors will be elected to serve until the next
annual meeting of shareholders. In addition, our bylaws provide that the authorized number of directors will be between four and seven, with the
exact number to be determined by a majority of our Board or shareholders.

Board Meetings

Our Board held six meetings in 2010. Members of our Board and its committees also consulted informally with management from time to time
during 2010. All of our directors attended or participated in 75% or more of the aggregate of the total number of meetings of our Board during
2010 and the total number of meetings held by all committees of our Board on which each such director served, during the period for which each
such director served.
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Policy Regarding Attendance of Directors at the Annual Meeting of Shareholders

Although we do not have a policy with regard to attendance by members of the Board at our annual meeting of shareholders, many of our Board
members attend. Five of our seven directors (Messrs. Manouch and Mark Moshayedi, Ball, and Witte and Dr. Daly) were present for our 2010
annual meeting held on May 27, 2010 (�2010 Annual Meeting�).

Board Committees

Our Board has four standing committees: the Audit Committee, Compensation Committee, Nominating and Corporate Governance Committee
and Equity Awards Committee. The Audit Committee, Compensation Committee and the Nominating and Corporate Governance Committee
have written charters approved by the Board. A copy of each charter can be found under the �Corporate Governance� tab of the �Investor Relations�
section of our website at http://www.stec-inc.com. The information on our website is not incorporated by reference in this Proxy Statement.

The current members of each committee are identified in the following table. Except as noted below the current members were also the members
of the committees during fiscal 2010.

Director
Audit

Committee
Compensation

Committee

Nominating
and Corporate

Governance
Committee

Equity
Awards

Committee
Manouch Moshayedi Chair
Mark Moshayedi X
F. Michael Ball X Chair X
Rajat Bahri Chair X X
Christopher Colpitts (1)
Kevin C. Daly, Ph.D. (2) X X X
Matthew Witte X X Chair

(1) Mr. Colpitts served as a member of the Compensation Committee and Nominating and Corporate Governance Committee from May 2009
until February 2010.

(2) Dr. Daly has served as a member of the Audit Committee, Compensation Committee and Nominating and Corporate Governance
Committee since May 2010.

Audit Committee�The Audit Committee is responsible for reviewing financial information that will be provided to shareholders and others, the
systems of internal controls that management and our Board have established, the performance and selection of our independent registered
public accounting firm, our audit and financial reporting processes, and our accounting practices. The Audit Committee operates under a written
charter adopted by our Board, and the Audit Committee reviews and confirms the adequacy of such charter on an annual basis. Our Audit
Committee met in February 2011 in connection with the audit of our 2010 financial statements. During 2010, our Audit Committee held nine
meetings. The Board has determined that Mr. Bahri is an �audit committee financial expert� as defined in Item 407(d)(5) of Regulation S-K and
that each member of the Audit Committee satisfies the �financial sophistication� requirements of the NASDAQ listing standards.

Compensation Committee�The Compensation Committee is responsible for the design, review, recommendation and approval of compensation
arrangements for our directors, executive officers and key employees. The Compensation Committee is also responsible for the administration of
STEC�s 2010 Incentive Award Plan, including the approval of grants under the 2010 Incentive Award Plan to our employees, consultants and
directors. During 2010, our Compensation Committee held eight meetings. Our Chief Executive Officer makes recommendations to the
Compensation Committee regarding our other executive officers� compensation based on his evaluation of the performance of each other
executive officer.
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The Compensation Committee has the sole authority to retain consultants and advisors as it may deem appropriate in its discretion and to
approve related fees and other retention terms. The Compensation Committee engaged Radford, an Aon Hewitt Company (�Radford�), beginning
in 2008 as its independent compensation consultant. Radford was retained to conduct a review and analysis of our executive compensation
program and to provide advice and recommendations on competitive market practices and the appropriateness and merit of specific
compensation decisions. As appropriate, Radford participates in meetings with the Compensation Committee. In addition, the Chair of the
Compensation Committee has access to Radford�s advice outside of such meetings. Radford has not provided any other services to us nor have
they received any compensation other than with respect to the services provided to the Compensation Committee.

For additional information on the role of the Compensation Committee and Radford, see �Compensation Discussion and Analysis�Role of the
Compensation Committee, Executive Officers and the Consultant.�

Nominating and Corporate Governance Committee�The Nominating and Corporate Governance Committee is responsible for overseeing,
reviewing and making periodic recommendations concerning STEC�s corporate governance policies and for recommending to the Board
candidates for election to the Board. During 2010, our Nominating and Corporate Governance Committee held six meetings. The Nominating
and Corporate Governance Committee recommended to the Board the nomination of directors for the 2011 Annual Meeting.

Equity Awards Committee�The Equity Awards Committee has separate but concurrent jurisdiction with the Compensation Committee to make
option grants, restricted stock unit and other stock-based awards under the 2010 Incentive Award Plan to eligible individuals other than
executive officers and the non-employee members of our Board. The Equity Awards Committee held no meetings in 2010, but acted at various
times by unanimous written consent without a meeting. The Equity Awards Committee does not operate under a formal written charter.

Our Board may establish other committees to facilitate the management of our business.

Director Candidate Nominating Procedures

In evaluating a potential candidate for membership on the Board, the Nominating and Corporate Governance Committee considers, among other
factors, that STEC should have a sufficient number of directors to reflect a diversity of perspectives, backgrounds and experiences. The
assessment of potential candidates includes an examination of the individual�s achievement in their professional careers, educational background,
financial acumen, diversity, board experience, wisdom, integrity, analytical abilities, understanding of the Company�s business, skills, experience
in the context of the needs of the Board and willingness to devote adequate time to Board duties. Based on the composition of the Board and our
Company�s needs, the Nominating and Corporate Governance Committee will also consider whether the candidate qualifies as an independent
director under the NASDAQ listing standards. Other than the foregoing, there are no stated minimum criteria for director nominees, although the
Nominating and Corporate Governance Committee may also consider such other factors as it may deem are in the best interests of our
shareholders and us. The Nominating and Corporate Governance Committee also does not assign specific weights to any particular criteria, but
does believe that the backgrounds and qualifications of our directors, considered as a group, should provide a composite mix of experience,
knowledge and abilities that will facilitate the Board�s fulfillment of its responsibilities. Evaluations of candidates generally involve a review of
background materials, internal discussions and interviews with selected candidates as appropriate. Upon selection of a qualified candidate, the
Nominating and Corporate Governance Committee would recommend the candidate for consideration by the Board. In addition, in February
2010 the Nominating and Corporate Governance Committee retained a global executive search firm to assist with the identification of candidates
to serve on the Board. This search ultimately led to the nomination and election of Dr. Daly to our Board in May 2010.
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While our Nominating and Corporate Governance Committee does not have a formal policy regarding Board diversity, it is a factor that the
Nominating and Corporate Governance Committee takes into account in indentifying director nominees. The Nominating and Corporate
Governance Committee believes that diversity is important because different points of view and varied board member backgrounds and practical
experience can contribute to the quality of the Board�s operations and decision-making.

In addition, the Nominating & Governance Committee considers the director candidates� specific experience, qualifications, attributes, and/or
skills, together with the general characteristics and qualifications described above, in identifying and evaluating director candidates. See �Item
No. 1�Election of Directors� above for further details.

The Nominating and Corporate Governance Committee will also consider recommendations for nominees to the Board submitted by
shareholders. There are no differences in the process in which the Nominating and Corporate Governance Committee evaluates nominees for
director based on whether the nominee is recommended by a shareholder. Shareholders who wish the Nominating and Corporate Governance
Committee to consider their recommendations for nominees for the position of director should submit the candidate�s name, appropriate
biographical information, a brief description of such candidate�s qualifications and such candidate�s written consent to nomination to the
Nominating and Corporate Governance Committee, c/o Corporate Secretary, STEC, Inc., 3001 Daimler Street, Santa Ana, California
92705-5812.

Board Leadership Structure

Our Board believes the positions of Chief Executive Officer and Chairman of the Board should be combined to provide unified leadership and
direction. Our Board reserves the right to adopt a different policy should circumstances change. We currently do not have a lead independent
director. The Chief Executive Officer/Chairman works closely with the entire Board and has regular substantive communications with the Chairs
of the Audit, Compensation, and Nominating and Corporate Governance Committees.

Our Board believes that it is currently in STEC�s best interest to have Mr. Manouch Moshayedi serve as Chairman and Chief Executive Officer
for the following reasons. The Chief Executive Officer serves as a bridge between management and the Board, ensuring that both groups act
with a common purpose. Mr. Moshayedi�s wealth of knowledge regarding our operations and industries and the markets in which we compete
positions him to best identify matters for Board review and deliberation. Additionally, the combined role of Chairman and Chief Executive
Officer facilitates centralized Board leadership in one person so there is no ambiguity about accountability. This structure also eliminates
conflict between two leaders and minimizes the likelihood of two spokespersons sending different messages. We believe that our current
leadership structure enhances the Chief Executive Officer/Chairman�s ability to provide insight and direction on important strategic initiatives
simultaneously to both management and the independent directors.

Risk Oversight

Our Board oversees our risk management process that is designed to support the achievement of organizational objectives and to improve
long-term organizational performance and enhance shareholder value. Management is responsible for establishing our business strategy,
identifying and assessing the related risks and establishing appropriate risk management practices. Our Board reviews our business strategy and
management�s assessment of the related risks and discusses with management the appropriate level of risk for the Company. While our Board has
the ultimate oversight responsibility for the risk management process, various committees of the Board also have the authority and obligation to
discuss with management, and assist the Board with, our policies regarding risk assessment and exposure and our management and oversight of
risk. For example, the Audit Committee focuses on financial risk exposures, while the Compensation Committee reviews risks related to our
compensation plans, policies and programs.
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Overall, oversight of risk is also effected by the Board in various ways.

� During the course of each year, the Board reviews the structure and operation of various departments and functions of the Company.
In those reviews, the Board discusses with management risks affecting those departments and functions and management�s approaches
to mitigating those risks.

� The Board reviews and approves each year�s operating plan and budget, and these reviews cover risks that could affect the plan and
measures to cope with those risks.

� In its review and approval of the Company�s annual report on Form 10-K, the Board reviews and discusses with management the
Company�s business and related risks, including as described in the �Business,� �Risk Factors� and �Management�s Discussion and Analysis�
sections of the document. The Audit Committee updates this review quarterly in connection with the preparation of quarterly reports
on Form 10-Q.

� When the Board reviews particular transactions and initiatives that require Board approval as a legal matter, or that otherwise merit
Board involvement, the Board generally includes related risk analysis and mitigation plans among the matters addressed with
management.

We have reviewed our compensation policies and practices to determine whether any risks arising from our compensation policies and practices
for employees are reasonably likely to have a material adverse effect on STEC. The review included an assessment of the various incentive and
other compensation programs and practices throughout STEC and the processes for implementing these programs. We believe that our
compensation policies and practices for employees do not present any risk that is reasonably likely to have a material adverse effect on STEC.

Code of Ethics

We have adopted a Code of Business Conduct and Ethics that applies to our employees (including our principal executive officer, principal
financial officer, principal accounting officer or controller, or persons performing similar functions) and directors. A copy of our Code of
Business Conduct and Ethics can be found under the �Corporate Governance� tab of the �Investor Relations� section of our website at
http://www.stec-inc.com. We intend to disclose any future amendments to or waivers of the provisions of the Code of Business Conduct and
Ethics on that website.

Shareholder Communications with the Board of Directors

Shareholders can contact our Board through written communication sent to the Board of Directors, c/o Corporate Secretary, STEC, Inc., 3001
Daimler Street, Santa Ana, California 92705-5812. Our Corporate Secretary will forward all correspondence to the Board, except for junk mail,
mass mailings, product complaints or inquiries, job inquiries, surveys, business solicitations or advertisements, or patently offensive or otherwise
inappropriate material. Our Corporate Secretary may forward certain correspondence, such as product-related inquiries, elsewhere within STEC
for review and possible response. From time to time our Board may change the process by which shareholders may communicate with the
Board. Such changes will be posted to our website at http://www.stec-inc.com.

Corporate Governance Documentation; How to Obtain Copies

STEC is committed to having high standards of corporate governance. Current copies of the following materials related to STEC�s corporate
standards and practices are available publicly under the �Corporate Governance� tab of the �Investor Relations� section of our website at
http://www.stec-inc.com:

� Corporate Governance Guidelines
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� Compensation Committee Charter

� Nominating and Corporate Governance Committee Charter

� Code of Business Conduct and Ethics

� Information on Board and Committee membership and biographies of Board members
Compensation Committee Interlocks and Insider Participation

During fiscal year 2010, Messrs. Bahri, Ball, Colpitts and Witte and Dr. Daly served as members of our Compensation Committee; however,
Mr. Colpitts� service on the Compensation Committee ended in February 2010 and in May 2010 Dr. Daly was appointed to the Compensation
Committee. None of these members of the Compensation Committee has at any time been an officer or employee of STEC.

Except as indicated below, during fiscal year 2010, no executive officer had an �interlock� relationship, as the term is defined by the Securities and
Exchange Commission.

Manouch Moshayedi and Mark Moshayedi each have a one-third ownership interest in MDC Land Corporation, MDC Land LLC (�MDC�), and
QualCenter, Inc., all of which are privately-held entities. In addition, Manouch Moshayedi and Mark Moshayedi are both a director, executive
officer and/or manager of each of these companies.

STEC leases from MDC two facilities of approximately 24,500 and 48,600 square feet in Santa Ana, California, which serves as our corporate
headquarters. In addition to the our executive offices, these facilities also contain engineering, administrative, and sales and marketing
personnel. In addition, QualCenter, Inc. leases a facility in Houston, Texas from MDC. See the discussion under �Certain Relationships and
Related Transactions�Related Persons Transactions�MDC Land LLC (Leased Facilities).�

Forward Looking Statements

Certain statements in this Proxy Statement are forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, Section 21E of the Securities Exchange Act of 1934, as amended, and Section 27A of the Securities Act of 1933, as amended. These
forward-looking statements often can be, but are not always, identified by the use of words such as �anticipate,� �assume,� �believe,� �could,� �estimate,�
�expect,� �goal,� �intend,� �may,� �might,� �plan,� �potential,� �predict,� �project,� �should,� and similar expressions, or the negative of such expressions. They
include, but are not limited to: statements regarding our compensation programs. We base these forward-looking statements on our current
expectations and projections about future events, our assumptions regarding these events and our knowledge of facts at the time the statements
are made. These forward-looking statements are subject to various risks and uncertainties, including those described in our Annual Report on
Form 10-K under the heading �Risk Factors� and in other filings we make from time to time with the U.S. Securities and Exchange Commission
(�SEC�). Some of these risks and uncertainties may be outside our control and our actual results could differ materially from our projected results.
We are not able to predict all of the factors that may affect future results. Forward-looking statements speak only as of the date of this Proxy
Statement. Except as required by applicable laws or regulations, we do not undertake any obligation to update or revise any forward-looking
statement, whether as a result of new information, future events or otherwise.

17

Edgar Filing: STEC, INC. - Form DEF 14A

Table of Contents 26



Table of Contents

ITEM NO. 2

APPROVAL OF AN AMENDMENT TO INCREASE THE SHARE RESERVE UNDER THE 2010 INCENTIVE AWARD PLAN

Introduction

On March 14, 2011, subject to shareholder approval, the Board approved an amendment to increase the number of shares we are authorized to
issue or award under our 2010 Incentive Award Plan (the �2010 Plan�) by 2,000,000 shares (the �Amendment�) to a total of 6,600,000 shares. We
intend to register the 2,000,000 share increase on a Registration Statement on Form S-8 under the Securities Act of 1933 as soon as is practicable
if we receive shareholder approval.

We are asking you to approve the Amendment because we believe the availability of an adequate reserve of shares under the 2010 Plan is
important to our continued growth and success. The purpose of the 2010 Plan is to assist us in attracting, motivating and retaining selected
individuals who will serve as our employees, directors, and consultants, and who are expected to contribute to our success and the achievement
of our long-term objectives. We believe that the equity-based awards to be issued under the 2010 Plan will motivate recipients to offer their
maximum effort to STEC and help focus them on the creation of long-term value consistent with the interests of our shareholders.

As of March 15, 2011, an aggregate of 2,139,912 shares (which excludes the 2,000,000 proposed share reserve increase) of our common stock
remained available for future grants under the 2010 Plan. Approval of the Amendment is necessary to enable us to continue to offer equity-based
compensation; if the Amendment is not approved, we believe our recruitment and retention capabilities will be adversely affected. As a
technology company relying on engineers and talented professionals to help design solutions and bring these solutions to market, having
insufficient equity incentives available under the 2010 Plan could have an adverse effect on the long-term competitive positioning of the
Company. Adding 2,000,000 shares based on our historic and expected grant rates would last us approximately through the third quarter of
2012, without taking into consideration unanticipated needs.

The principal features of the 2010 Plan are summarized below for the convenience and information of our shareholders. This description is
qualified in its entirety by reference to the 2010 Plan, attached as Appendix A to our Proxy Statement filed on Form DEF-14A with the SEC on
April 16, 2010. Approval of the Amendment only increases the number of shares available for future grant; it does not change any of the 2010
Plan features.

Shareholder Approval Requirement

Shareholder approval of the Amendment is necessary in order for STEC to (1) meet the shareholder approval requirements of NASDAQ,
(2) take tax deductions for certain compensation resulting from awards granted thereunder qualifying as performance-based compensation under
Section 162(m) of the Internal Revenue Code of 1986, as amended (the �Code�), and (3) grant incentive stock options thereunder.
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Highlights of the 2010 Plan

The 2010 Plan authorizes the Compensation Committee of the Board (or, if the Board determines, another committee of the Board) to provide
equity-based compensation in the form of stock options, stock appreciation rights, restricted stock, restricted stock units, dividend equivalents,
deferred stock, stock payments, performance awards and other incentive awards structured by the Compensation Committee within parameters
set forth in the 2010 Plan, for the purpose of providing STEC�s directors, officers, employees and consultants equity compensation, incentives
and rewards for superior performance. Some of the key features of the 2010 Plan that reflect STEC�s commitment to effective management of
incentive compensation are as follows:

� Limitations on Grants. Subject to adjustment for equity restructurings and certain other corporate transactions as described below, the
issuance of rights and certain other events described in the 2010 Plan, in addition to the share limitations described below under
�Limitation on Awards and Shares Available,� the cumulative number of shares that may be issued or transferred by STEC upon the
exercise of incentive stock options may not exceed 6,600,000 in the aggregate, which includes the additional 2,000,000 shares subject
to shareholder approval under this proposal.

� No Repricing or Replacement of Options or Stock Appreciation Rights. The 2010 Plan prohibits, without shareholder approval: (i) the
amendment of options or stock appreciation rights to reduce the exercise price, and (ii) the replacement of an option or stock
appreciation right with cash or any other award when the price per share of the option or stock appreciation right exceeds the fair
market value of the underlying shares.

� No In-the-Money Option or Stock Appreciation Right Grants. The 2010 Plan prohibits the grant of options or stock appreciation rights
with an exercise or base price less than the fair market value of STEC common stock, generally the closing price of STEC common
stock, on the date of grant.

� Section 162(m) Qualification. The 2010 Plan is designed to allow awards made under the 2010 Plan, including incentive bonuses, to
qualify as performance-based compensation under Section 162(m) of the Code.

� Independent Administration. The Compensation Committee of the Board, which consists of only independent directors, will
administer the 2010 Plan.

Administration

The 2010 Plan is administered by the Compensation Committee. The Compensation Committee may delegate to a committee of one or more
members of the Board or one or more of STEC�s officers the authority to grant or amend awards to participants other than STEC�s senior
executives who are subject to Section 16 of the Exchange Act or employees who are �covered employees� within the meaning of Section 162(m)
of the Code, and the regulations thereunder. Unless otherwise determined by the Board, the Compensation Committee shall consist solely of two
or more non-employee directors appointed by and holding office at the pleasure of the Board, each of whom is an �outside director� within the
meaning of Section 162(m) of the Code, a Non-Employee Director, and an �independent director� under the rules of NASDAQ (or other principal
securities market on which shares of STEC common stock are traded).

The Compensation Committee administers the 2010 Plan, including the power to determine eligibility, the types and sizes of awards, the price
and timing of awards and the acceleration or waiver of any vesting restriction, as well as the authority to delegate such administrative
responsibilities.

Eligibility

Persons eligible to participate in the 2010 Plan include all directors, employees, or consultants of STEC and its subsidiaries and affiliates, as
determined by the Compensation Committee. As of March 15, 2010, approximately 841 directors, employees, and consultants were eligible to
receive equity awards under the 2010 Plan.
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Limitation on Awards and Shares Available

If the shareholders approve this proposal to authorize an additional 2,000,000 shares for issuance under the 2010 Plan, an aggregate of 6,600,000
shares of STEC common stock will be available for grant pursuant to the 2010 Plan. Any shares that are subject to awards of options or stock
appreciation rights under the 2010 Plan will be and have been counted against this limit as one (1) share for every one (1) share granted. Any
shares that are subject to awards other than options or stock appreciation rights under the 2010 Plan (�full-value awards�) are counted against this
limit as 1.32 shares for every one (1) share granted. The shares of STEC common stock covered by the 2010 Plan may be treasury shares,
authorized but unissued shares, or shares purchased in the open market.

If any shares subject to an award under the 2010 Plan are forfeited or expire or an award under the 2010 Plan is settled for cash, then any shares
subject to such award may, to the extent of such forfeiture, expiration or cash settlement, be used again for new grants under the 2010 Plan.
However, any shares tendered or withheld to satisfy the grant or exercise price or tax withholding obligation pursuant to any award, any shares
subject to a stock appreciation right that are not issued in connection with the stock settlement of the stock appreciation right on its exercise, and
any shares purchased on the open market with the cash proceeds from the exercise of options may not be used again for new grants.

Awards granted under the 2010 Plan upon the assumption of, or in substitution for, outstanding equity awards previously granted by an entity in
connection with a corporate transaction, such as a merger, combination, consolidation or acquisition of property or stock (but not awards made
in connection with the cancellation and repricing of an option or stock appreciation right) (�Substitute Awards�) will not reduce the shares
authorized for grant under the 2010 Plan. Additionally, in the event that a company acquired by STEC or any of its subsidiaries or affiliates or
with which STEC or any of its subsidiaries or affiliates combines has shares available under a pre-existing plan approved by shareholders and
not adopted in contemplation of such acquisition or combination, the shares available for grant pursuant to the terms of such pre-existing plan
may be used for awards under the 2010 Plan and will not reduce the shares authorized for grant under the 2010 Plan, absent the acquisition or
combination, and will only be made to individuals who were not employed by or providing services to STEC or any of its subsidiaries or
affiliates immediately prior to such acquisition or combination.

Any shares that again become available for grant will be added back as (i) one (1) share if such shares were subject to an option or stock
appreciation right granted under the 2010 Plan, and (ii) as 1.32 shares if such shares were subject to full-value awards granted under the 2010
Plan.

The maximum number of shares of STEC common stock that may be subject to one or more awards granted to any one participant pursuant to
the 2010 Plan during any calendar year is 1,000,000 and the maximum amount that may be paid in cash to any one participant during any
calendar year with respect to any awards payable in cash is $2,000,000.

As of March 15, 2011, STEC had granted under the 2010 Plan stock options for a total of 1,322,800 shares of STEC common stock and
full-value awards (restricted stock units) for a total of 907,312 shares of STEC common stock. There remained 2,139,912 shares of STEC
common stock available for future awards under the 2010 Plan (taking into account that full-value awards are counted as 1.32 shares for every
one (1) share granted). As of March 15, 2010, the closing price of STEC common stock on NASDAQ was $18.30 per share.

Awards

The 2010 Plan provides for the grant of incentive stock options, nonqualified stock options, restricted stock, restricted stock units, stock
appreciation rights, dividend equivalents, stock payments, deferred stock units, performance awards and other incentive awards. Except with
respect to automatic grants of nonqualified stock options to new non-employee directors (as discussed further below), no determination has been
made as to the types or amounts of awards that will be granted to specific individuals pursuant to the 2010 Plan.
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Stock options, including incentive stock options, as defined under Section 422 of the Code, and nonqualified stock options may be granted
pursuant to the 2010 Plan. The option exercise price of all stock options granted pursuant to the 2010 Plan will not be less than 100% of the fair
market value of STEC common stock on the date of grant. Stock options may be exercised as determined by the Compensation Committee, but
in no event may a stock option have a term extending beyond the tenth anniversary of the date of grant. Incentive stock options granted to any
person who owns, as of the date of grant, stock possessing more than ten percent of the total combined voting power of all classes of STEC
stock, however, shall have an exercise price that is not less than 110% of the fair market value of STEC common stock on the date of grant and
may not have a term extending beyond the fifth anniversary of the date of grant. The aggregate fair market value of the shares with respect to
which options intended to be incentive stock options are exercisable for the first time by an employee in any calendar year may not exceed
$100,000, or such other amount as the Code provides. Under the 2010 Plan, an individual who first becomes a non-employee director will
automatically be granted a nonqualified stock option to purchase 30,000 shares of STEC common stock. In addition, beginning with the annual
meeting of shareholders that occurs after each non-employee director�s first anniversary of election to our Board, such non-employee director
will automatically be granted a nonqualified stock option to purchase 15,000 shares of STEC common stock immediately following each annual
meeting of shareholders. The exercise price per share will equal 100% of the fair market value of STEC common stock on the date of grant.
Each nonqualified stock option granted to non-employee directors will vest in equal annual installments over four years from the date of grant,
and the shares underlying each nonqualified stock option granted to initial non-employee directors will automatically vest in full upon such
non-employee director�s death or disability.

Restricted stock may be granted pursuant to the 2010 Plan. A restricted stock award is the grant of shares of STEC common stock that is
nontransferable and may be subject to substantial risk of forfeiture until specific conditions are met. Conditions may be based on continuing
service to STEC or any of its subsidiaries or affiliates or achieving performance goals. During the period of restriction, all shares of restricted
stock will be subject to restrictions and vesting requirements, as provided by the Compensation Committee. The restrictions will lapse in
accordance with a schedule or other conditions determined by the Compensation Committee. Restricted stock may not be sold or encumbered
until all restrictions are terminated or expire.

The other types of equity awards that may be granted under the 2010 Plan include performance awards, dividend equivalents, deferred stock
units, stock payments, restricted stock units, stock appreciation rights and other incentive awards.

Performance awards may be granted in the form of cash bonus awards, stock bonus awards, performance awards or incentive awards that are
paid in cash, shares or a combination of both. The value of performance awards may be linked to any one or more of the performance criteria
listed below, or other specific criteria determined by the Compensation Committee, in each case on a specified date or dates or over any period
or periods determined by the Compensation Committee. Performance awards granted in the form of a cash bonus may be payable upon the
attainment of pre-established performance goals based on established performance criteria. The goals are established and evaluated by the
Compensation Committee and may relate to performance over any periods as determined by the Compensation Committee. The Compensation
Committee will determine whether performance awards are intended to be performance-based compensation within the meaning of
Section 162(m) of the Code. Following is a brief discussion of the requirements for awards to be treated as performance-based compensation
within the meaning of Section 162(m) of the Code.

The Compensation Committee may grant awards to employees who are or may be �covered employees,� as defined in Section 162(m) of the Code,
that are intended to be performance-based compensation within the meaning of Section 162(m) of the Code in order to preserve the deductibility
of these awards for federal income tax purposes. Under the 2010 Plan, these performance-based awards may be either equity awards or
performance bonus awards. Participants are only entitled to receive payment for a Section 162(m) performance-based award for any given
performance period to the extent that pre-established performance goals set by the Board for the
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period are satisfied. These pre-established performance goals must be based on one or more of the following performance criteria:

� net earnings (either before or after interest, taxes, depreciation and amortization),

� gross or net sales or revenue,

� net income (either before or after taxes),

� adjusted net income,

� operating earnings or profit,

� cash flow (including, but not limited to, operating cash flow and free cash flow),

� return on assets,

� return on capital,

� return on shareholders� equity,

� total shareholder return,

� return on sales,

� gross or net profit or operating margin,

� costs,

� funds from operations,

� expenses,

� working capital,
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� earnings per share,

� adjusted earnings per share,

� price per share of STEC common stock,

� regulatory body approval for commercialization of a product,

� implementation or completion of critical projects,

� market share, and

� economic value,
any of which may be measured with respect to us, or any subsidiary, affiliate or other business unit of STEC�s, either in absolute terms, terms of
growth or as compared to any incremental increase, as compared to results of a peer group or to market performance indicators or indices. The
Compensation Committee will define in an objective fashion the manner of calculating the performance criteria it selects to use for such awards.
With regard to a particular performance period, the Compensation Committee will have the discretion to select the length of the performance
period, the type of performance-based awards to be granted, and the goals that will be used to measure the performance for the period. In
determining the actual size of an individual performance-based award for a performance period, the Compensation Committee may reduce or
eliminate (but not increase) the initial award. Generally, a participant will have to be employed by or providing services to STEC or any of its
subsidiaries or affiliates as of the last day of the performance period to be eligible for a performance-based award payment for any period.
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The Compensation Committee may, in its sole discretion, make objectively determinable adjustments to one or more of the Performance Goals.
Such adjustments may include one or more of the following:

� items related to a change in accounting principle,

� items relating to financing activities,

� expenses for restructuring or productivity initiatives,

� other non-operating items,

� items related to acquisitions,

� items attributable to the business operations of any entity acquired by STEC during the performance period,

� items related to the disposal of a business or segment of a business,

� items related to discontinued operations that do not qualify as a segment of a business under applicable accounting standards,

� items attributable to any stock dividend, stock split, combination or exchange of stock occurring during the performance period,

� other items of significant income or expense which are determined to be appropriate adjustments,

� items relating to unusual or extraordinary corporate transactions, events or developments,

� items related to amortization of acquired intangible assets,

� items that are outside the scope of STEC�s core, on-going business activities,

� items related to acquired in-process research and development,

� items relating to changes in tax laws,

� items relating to major licensing or partnership arrangements,
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� items relating to asset impairment charges,

� items relating to gains or losses for litigation, arbitration and contractual settlements, or

� items relating to any other unusual or nonrecurring events or changes in applicable laws, accounting principles or business conditions.
For all awards intended to qualify as performance-based compensation, such determinations will be made by the Compensation Committee
within the time prescribed by, and otherwise in compliance with, Section 162(m) of the Code.

Dividend equivalents may be granted pursuant to the 2010 Plan, except that no dividend equivalents may be payable with respect to options or
stock appreciation rights pursuant to the 2010 Plan. A dividend equivalent is the right to receive the equivalent value of dividends paid on
shares. Dividend equivalents that are granted by the Compensation Committee are credited as of dividend payment dates during the period
between the date dividend equivalents are granted and the date the dividend equivalents terminate or expire, as determined by the Compensation
Committee. Such dividend equivalents will be converted to cash or additional shares of our common stock by such formula, at such time and
subject to such limitations as may be determined by the Compensation Committee.

Stock payments are payments in the form of shares of our common stock or an option or other right to purchase shares, as part of a bonus,
deferred compensation or other arrangement. The number or value of shares of any stock payment will be determined by the Compensation
Committee and may be based on achieving one or
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more of the performance criteria listed above, or other specific criteria determined by the Compensation Committee. Stock payments may, but
are not required to, be made in lieu of base salary, bonus, fees or other cash compensation otherwise payable to any individual who is eligible to
receive awards.

Deferred stock is a right to receive shares of our common stock. The number of shares of deferred stock will be determined by the Compensation
Committee and may be based on achieving one or more of the performance criteria listed above, or other specific criteria determined by the
Compensation Committee, in each case on a specified date or dates or over any period or periods determined by the Compensation Committee.
Except as otherwise determined by the Compensation Committee, shares underlying a deferred stock award which is subject to a vesting
schedule or other conditions set by the Compensation Committee will not be issued until those conditions have been satisfied.

Restricted stock units may be granted pursuant to the 2010 Plan. A restricted stock unit award provides for the issuance of STEC common stock
at a future date upon the satisfaction of specific conditions set forth in the applicable award agreement. The Compensation Committee will
specify the dates on which the restricted stock units will become fully vested and nonforfeitable, and may specify such conditions to vesting as it
deems appropriate, including conditions based on achieving performance goals or other specific criteria, including service to STEC or any of its
subsidiaries or affiliates. The Compensation Committee will specify, or permit the restricted stock unit holder to elect, the conditions and dates
upon which the shares underlying the restricted stock units will be issued, which dates may not be earlier than the date as of which the restricted
stock units vest and which conditions and dates will be subject to compliance with Section 409A of the Code. Restricted stock units may be paid
in cash, shares, or both, as determined by the Compensation Committee. On the distribution dates, STEC will transfer to the participant one
unrestricted, fully transferable share of STEC common stock (or the fair market value of one such share in cash) for each restricted stock unit
scheduled to be paid out on such date and not previously forfeited.

Stock appreciation rights entitle a holder, upon exercise of all or a portion of the stock appreciation right, to receive from us an amount
determined by multiplying the difference obtained by subtracting the exercise price per share of the stock appreciation right from the fair market
value on the date of exercise of the stock appreciation right by the number of shares with respect to which the stock appreciation right has been
exercised, subject to any limitations imposed by the Compensation Committee. The exercise price per share subject to a stock appreciation right
will be set by the Compensation Committee, but may not be less than 100% of the fair market value on the date the stock appreciation right is
granted. The Compensation Committee determines the period during which the right to exercise the stock appreciation right vests in the holder.
No portion of a stock appreciation right which is unexercisable at the time the holder�s employment with us terminates will thereafter become
exercisable, except as may be otherwise provided by the Compensation Committee. Stock appreciation rights may be exercised as determined by
the Compensation Committee, but in no event may a stock appreciation right have a term extending beyond the tenth anniversary of the date of
grant. Payment of the stock appreciation right may be in cash, shares, or a combination of both, as determined by the Compensation Committee.

Other incentive awards may cover shares of STEC common stock, the right to purchase shares of STEC common stock or have a value derived
from the value of, or an exercise or conversion privilege at a price related to, or that are otherwise payable in or based on, shares of STEC
common stock, shareholder value or shareholder return. The Compensation Committee will specify the dates on which the other incentive
awards will become fully vested, and may specify such conditions to vesting as it deems appropriate, including conditions based on achieving
performance goals or other specific criteria, including service to STEC or any of its subsidiaries or affiliates. Payment of the other incentive
award may be in cash, shares, or a combination of both, as determined by the Compensation Committee.

Payment Methods. The Compensation Committee will determine the methods by which payments by any award holder with respect to any
awards granted under the 2010 Plan may be paid, the form of payment, including, without limitation: (1) cash or check; (2) shares of our
common stock issuable pursuant to the award
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or held for such period of time as may be required by the Compensation Committee in order to avoid adverse accounting consequences and
having a fair market value on the date of delivery equal to the aggregate payments required; (3) other property acceptable to the Compensation
Committee (including through the delivery of a notice that the award holder has placed a market sell order with a broker with respect to shares of
our common stock then issuable upon exercise or vesting of an award, and that the broker has been directed to pay a sufficient portion of the net
proceeds of the sale to us in satisfaction of the aggregate payments required; provided that payment of such proceeds is then made to us upon
settlement of such sale); or (4) other form of legal consideration acceptable to the Compensation Committee. However, no participant who is a
member of the Board or an �executive officer� of STEC within the meaning of Section 13(k) of the Exchange Act will be permitted to make
payment with respect to any awards granted under the 2010 Plan, or continue any extension of credit with respect to such payment in any
method which would violate the prohibitions on loans made or arranged by STEC as set forth in Section 13(k) of the Exchange Act. Only whole
shares of common stock may be purchased or issued pursuant to an award. No fractional Shares shall be issued and the Compensation
Committee shall determine, in its sole discretion, whether cash shall be given in lieu of fractional shares or whether such fractional shares shall
be eliminated by rounding down.

Vesting and Exercise of an Award. The applicable award agreement governing an award will contain the period during which the right to
exercise the award in whole or in part vests, including the events or conditions upon which the vesting of an award will occur or may accelerate.
No portion of an award which is not vested at the holder�s termination of service with us will subsequently become vested, except as may be
otherwise provided by the Compensation Committee in the agreement relating to the award or by action following the grant of the award.

Generally, an option or stock appreciation right may only be exercised while such person remains an employee, consultant or non-employee
director of us or one of our subsidiaries or affiliates or for a specified period of time (up to the remainder of the award term) following the
holder�s termination of service with us or one of our subsidiaries or affiliates. An award may be exercised for any vested portion of the shares
subject to such award until the award expires. Upon the grant of an award or following the grant of an award, the Compensation Committee may
provide that the period during which the award will vest or become exercisable will accelerate, in whole or in part, upon the occurrence of one or
more specified events, including, a change in control or a holder�s termination of employment or service with us or otherwise. Except with
respect to up to ten percent (10%) of the shares of STEC common stock available for issuance under the plan, an award other than an option or
stock appreciation right will become vested over a period of not less than three years or, in the case of vesting based on the attainment of one or
more of the performance criteria listed above, over a period of not less than one year.

Transferability. No award under the 2010 Plan may be transferred other than by will or the laws of descent and distribution or, subject to the
consent of the Compensation Committee, pursuant to a domestic relations order, unless and until such award has been exercised or the shares
underlying such award have been issued and all restrictions applicable to such shares have lapsed. No award shall be liable for the debts or
contracts of the holder or his successors in interest or shall be subject to disposition by any legal or equitable proceedings. During the lifetime of
the holder of an award granted under the 2010 Plan, only such holder may exercise such award unless it has been disposed of pursuant to a
domestic relations order. After the holder�s death, any exercisable portion of an award may be exercised by his personal representative or any
person empowered to do so under such holder�s will or the then applicable laws of descent and distribution until such portion becomes
unexercisable under the 2010 Plan or the applicable award agreement. Notwithstanding the foregoing, the Compensation Committee may permit
an award holder to transfer an award other than an incentive stock option to any �family member� of the holder, as defined under the instructions
to use of the Form S-8 Registration Statement under the Securities Act, subject to certain terms and conditions. Further, an award holder may, in
a manner determined by the Compensation Committee, designate a beneficiary to exercise the holder�s right and to receive any distribution with
respect to any award upon the holder�s death, subject to certain terms and conditions.
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Adjustment Provisions

Certain transactions with STEC�s shareholders not involving STEC�s receipt of consideration, such as a stock split, spin-off, stock dividend or
certain recapitalizations may affect the share price of STEC common stock (which transactions are referred to collectively as �equity
restructurings�). In the event that an equity restructuring occurs, STEC�s Board will equitably adjust the class of shares issuable and the maximum
number and kind of shares of STEC common stock subject to the 2010 Plan, and will equitably adjust outstanding awards as to the class, number
of shares and price per share of STEC common stock. Other types of transactions may also affect STEC common stock, such as a dividend or
other distribution, reorganization, merger, or other changes in corporate structure. In the event that there is such a transaction, which is not an
equity restructuring, and STEC�s Board determines that an adjustment to the 2010 Plan and any outstanding awards would be appropriate to
prevent any dilution or enlargement of benefits under the 2010 Plan, STEC�s Board will equitably adjust the 2010 Plan as to the class of shares
issuable and the maximum number of shares of STEC�s common stock subject to the 2010 Plan, as well as the maximum number of shares that
may be issued to an employee during any calendar year, and will adjust any outstanding awards as to the class, number of shares, and price per
share of STEC�s common stock in such manner as it may deem equitable. In the event of a change in control, each outstanding award granted
under the 2010 Plan will be assumed or an equivalent award substituted by the successor corporation or a parent or subsidiary thereof. In the
event an award is assumed or an equivalent award is substituted and within eighteen (18) months following the change in control a holder
experiences a termination of service by STEC (or a successor corporation or a parent or subsidiary thereof) without �cause,� by the holder for �good
reason� (each, as defined in the proposed 2010 Plan) or due to the holder�s death or disability, the holder will become fully vested in the assumed
or substituted award. In the event that the successor corporation or a parent or subsidiary thereof refuses to assume or substitute any award, all
such awards will fully vest and become exercisable.

Amendment and Termination

The Board or the Compensation Committee may terminate, amend, or modify the 2010 Plan at any time; however, except to the extent permitted
by the 2010 Plan in connection with certain changes in capital structure, shareholder approval will be obtained for any amendment to (i) increase
the number of shares available under the 2010 Plan, (ii) reduce the per share exercise price of the shares subject to any option or stock
appreciation right below the per share exercise price as of the date the option or stock appreciation right was granted, and (iii) cancel any option
or stock appreciation right in exchange for cash or another award when the option or stock appreciation right price per share exceeds the fair
market value of the underlying shares.

In no event may an award be granted pursuant to the 2010 Plan on or after the tenth anniversary of the date the shareholders approve the 2010
Plan.

Material U.S. Federal Income Tax Consequences

The following is a general summary under current law of the material federal income tax consequences to an employee, consultant or
non-employee director granted an award under the 2010 Plan. This summary deals with the general federal income tax principles that apply and
is provided only for general information. Some kinds of taxes, such as state, local and foreign income taxes and federal employment taxes, are
not discussed. Tax laws are complex and subject to change and may vary depending on individual circumstances and from locality to locality.
The summary does not discuss all aspects of federal income taxation that may be relevant in light of a holder�s personal circumstances.
This summarized tax information is not tax advice and a holder of an award should rely on the advice of his or her legal and tax
advisors.

With respect to nonqualified stock options, STEC is generally entitled to deduct and the optionee recognizes taxable income in an amount equal
to the difference between the option exercise price and the fair market value of the shares at the time of exercise. A participant receiving
incentive stock options will not recognize taxable
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income upon grant. Additionally, if applicable holding period requirements are met, the participant will not recognize taxable income at the time
of exercise. However, the excess of the fair market value of STEC common stock received over the option price is an item of tax preference
income potentially subject to the alternative minimum tax. If stock acquired upon exercise of an incentive stock option is held for a minimum of
two years from the date of grant and one year from the date of exercise, the gain or loss (in an amount equal to the difference between the fair
market value on the date of sale and the exercise price) upon disposition of the stock will be treated as a long-term capital gain or loss, and
STEC will not be entitled to any deduction. If the holding period requirements are not met, the incentive stock option will be treated as one that
does not meet the requirements of the Code for incentive stock options and the tax consequences described for nonqualified stock options will
apply.

The current federal income tax consequences of other awards authorized under the 2010 Plan generally follow certain basic patterns: stock
appreciation rights are taxed and deductible in substantially the same manner as nonqualified stock options; nontransferable restricted stock
subject to a substantial risk of forfeiture results in income recognition equal to the excess of the fair market value over the price paid, if any, only
at the time the restrictions lapse (unless the recipient elects to accelerate recognition as of the date of grant through a Section 83(b) election);
restricted stock units, stock-based performance awards, dividend equivalents and other types of awards are generally subject to tax at the time of
payment. Compensation otherwise effectively deferred is taxed when paid. In each of the foregoing cases, STEC will generally have a
corresponding deduction at the time the participant recognizes income, subject to Section 162(m) of the Code with respect to covered
employees.

Section 162(m) of the Code. Section 162(m) of the Code denies a deduction to any publicly held corporation for compensation paid to certain
�covered employees� in a taxable year to the extent that compensation to such covered employee exceeds $1 million. It is possible that
compensation attributable to awards under the 2010 Plan, when combined with all other types of compensation received by a covered employee
from us, may cause this limitation to be exceeded in any particular year.

Certain kinds of compensation, including qualified �performance-based compensation,� are disregarded for purposes of the deduction limitation.
In accordance with Treasury Regulations issued under Section 162(m), compensation attributable to stock awards will generally qualify as
performance-based compensation if (1) the award is granted by a compensation committee composed solely of two or more �outside directors,�
(2) the plan contains a per-employee limitation on the number of awards which may be granted during a specified period, (3) the plan is
approved by the shareholders, and (4) under the terms of the award, the amount of compensation an employee could receive is based solely on
an increase in the value of the stock after the date of the grant (which requires that the exercise price of the option is not less than the fair market
value of the stock on the date of grant), and for awards other than options, established performance criteria that must be met before the award
actually will vest or be paid.

The 2010 Plan is designed to meet the requirements of Section 162(m); however, full-value awards granted under the 2010 Plan will only be
treated as qualified performance-based compensation under Section 162(m) if the full-value awards and the procedures associated with them
comply with all other requirements of Section 162(m). There can be no assurance that compensation attributable to awards granted under the
2010 Plan will be treated as qualified performance-based compensation under Section 162(m) and thus be deductible to us.

Section 409A of the Code. Certain awards under the 2010 Plan may be considered �nonqualified deferred compensation� subject to Section 409A
of the Code, which imposes additional requirements on the payment of deferred compensation. Generally, if at any time during a taxable year a
nonqualified deferred compensation plan fails to meet the requirements of Section 409A, or is not operated in accordance with those
requirements, all amounts deferred under the nonqualified deferred compensation plan for the current taxable year and all preceding taxable
years, by or for any participant with respect to whom the failure relates, are includible in the gross income of the participant for the taxable year
to the extent not subject to a substantial risk of forfeiture and
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not previously included in gross income. If a deferred amount is required to be included in income under Section 409A, the amount will be
subject to income tax at regular income tax rates plus an additional 20 percent tax, as well as potential premium interest tax.

New Plan Benefits

Except with respect to automatic grants of nonqualified stock options to new non-employee directors, the number of awards that our named
executive officers, directors, other executive officers and other employees may receive under the 2010 Plan will be determined in the discretion
of the Compensation Committee in the future, and the Compensation Committee has not made any determination to make future grants to any
persons under the 2010 Plan as of the date of this Proxy Statement. Therefore, it is not possible to determine the future benefits that will be
received by participants under the 2010 Plan. Furthermore, because all awards under the 2010 Plan are discretionary, it is not possible to
determine what awards would have been granted during the prior fiscal year had the 2010 Plan, with the 2,000,000 proposed share reserve
increase, been in effect at that time.

Stock Options and Full-Value Awards Granted to Certain Persons

The table below sets forth summary information concerning the number of shares of our common stock subject to stock option grants made
under the 2010 Plan to certain persons as of March 15, 2011. As described above, it is not possible to determine the amount of future benefits
that will be received by participants under the 2010 Plan.

Name and Position
Stock

Options
Full-Value
Awards(1)

Named Executive Officers:
Manouch Moshayedi (Chief Executive Officer and Chairman of the Board) 200,000 �  

Raymond D. Cook (Chief Financial Officer) 100,000 �  

Mark Moshayedi (President, Chief Operating Officer, Chief Technical Officer, Secretary and Director) 100,000 �  

Robert M. Saman (General Counsel and Assistant Secretary) 20,000 25,500

All Named Executive Officers as a group (4 Persons): 420,000 25,500

Non-Employee Directors:
Christopher Colpitts 15,000 �  
Kevin Daly 30,000 �  
Michael Ball 15,000 �  
Matthew Witte 15,000 �  
Rajat Bahri 15,000 �  

All Non-Employee Directors as a group (5 Persons): 90,000 �  
All employees (excluding Named Executive Officers): 812,800 881,812

Total (All employees and non-employee Directors): 1,322,800 907,312

(1) As of March 15, 2011, the only full-value awards granted under the 2010 Plan are restricted stock units. Full-value awards are counted as
1.32 shares for every one (1) share granted.

No equity awards have been granted under the 2010 Plan to any associate of any director, director nominee or executive officer, and no other
person has been granted five percent or more of the total amount of equity awards granted under the 2010 Plan.

Recommendation of the Board of Directors

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� APPROVING THE AMENDMENT TO
INCREASE THE SHARE RESERVE UNDER THE 2010 INCENTIVE AWARD PLAN.
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ITEM NO. 3

ADVISORY VOTE ON THE COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS

(�SAY-ON-PAY�)

Background

The recently enacted Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the �Dodd-Frank Act�) enables our shareholders to
vote to approve, on an advisory (non-binding) basis, the compensation of our named executive officers as disclosed in accordance with the SEC�s
rules in this Proxy Statement.

Summary

Accordingly, we are asking our shareholders to provide advisory approval of the compensation of our named executive officers, as such
compensation is described in the Compensation Discussion and Analysis section, the tabular disclosures regarding such compensation and the
accompanying narrative discussion set forth in this Proxy Statement, beginning on page 35. Our executive compensation programs are designed
to enable us to attract, motivate and retain executive talent, who are critical to STEC�s success. The following is a summary of some of the key
points of our executive compensation program. We urge our shareholders to review the �Executive Compensation � Compensation Discussion and
Analysis� section of this Proxy Statement and executive-related compensation tables for more information.

� We strive to emphasize pay-for-performance and tie a significant portion of our named executive officers� compensation to the
Company�s performance. Consistent with our performance-based compensation philosophy, we reserve the largest portion of our
executives� potential compensation for performance- and equity-based programs. Our performance-based bonus program rewards
short-term performance, while our equity awards reward long-term performance and align the interests of management with those of
our shareholders. The performance goals under our bonus program focus on increasing our revenues and achieving earnings per share
objectives, thereby motivating both corporate growth and profitability.

� We believe that our compensation programs are strongly aligned with the long-term interests of our shareholders. We believe that
equity awards serve to align the interests of our executives with those of our long-term shareholders by encouraging long-term
sustainable performance. As such, equity awards that vest over multiple years are a key component of our executive compensation
program. The objectives of equity compensation are to encourage creation of increased and sustained shareholder value by providing
executive officers with a significant incentive to create long-term share price appreciation and to motivate and reward executive
officers for the achievement of superior performance by the Company, as well as to establish consequences for underperformance.

� We provide competitive pay opportunities that reflect best practices. The Compensation Committee of our Board reviews annually our
executive compensation program to ensure that it not only provides competitive pay opportunities, but also reflects best practices.

� We are committed to continue to develop strong governance standards with respect to our compensation program, procedures and
practices. As part of its commitment to strong corporate governance and best practices, our Compensation Committee has retained an
independent compensation consultant and has incorporated compensation analytical tools as part of its annual executive compensation
review.

Recommendation of the Board of Directors

Our board believes that the information provided above and within the �Executive Compensation� section of this Proxy Statement demonstrates
that our executive compensation program was designed appropriately and is working to ensure that management�s interests are aligned with our
shareholders� interests to support long-term value creation.
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The following resolution will be submitted for a shareholder vote at the annual meeting:

RESOLVED, that the shareholders of STEC approve, on an advisory basis, the compensation of STEC�s named executive officers, as disclosed in
the Compensation Discussion and Analysis, compensation tables and narrative discussion set forth in this Proxy Statement.

The say-on-pay vote is advisory, and therefore not binding on the Company or our board.

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� ITEM 3 TO ADOPT THE
RESOLUTION APPROVING THE COMPENSATION OF THE COMPANY�S NAMED EXECUTIVE OFFICERS, AS DESCRIBED
IN THE COMPENSATION DISCUSSION AND ANALYSIS SECTION, COMPENSATION TABLES AND NARRATIVE
DISCUSSION SET FORTH IN THIS PROXY STATEMENT.
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ITEM NO. 4

ADVISORY VOTE ON THE FREQUENCY OF AN ADVISORY VOTE

ON THE COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS

(�FREQUENCY VOTE�)

Background

The Dodd-Frank Act also enables our shareholders to indicate how frequently they believe we should seek an advisory �Say-On-Pay Vote� vote on
the compensation of our named executive officers. Accordingly, we are seeking an advisory, determination from our shareholders as to the
frequency with which we should present a �Say-On-Pay Vote� vote to our shareholders. We are providing shareholders the option of selecting a
frequency of three years, two years or one year, or abstaining.

For the reasons described below, our board recommends that our shareholders select a frequency of three years.

� Our executive compensation programs are designed to operate over the long-term and are designed to support long-term value
creation. A triennial vote will allow shareholders to better judge our compensation programs in relation to our long-term performance.

� A triennial vote will provide our Compensation Committee and our board sufficient time to thoughtfully evaluate the results of the
most recent advisory vote on executive compensation, to discuss the implications of the vote with our shareholders and to develop and
implement any changes to our executive compensation programs that may be appropriate in light of the vote. A triennial vote will also
allow for the changes to our executive compensation programs to be in place long enough for shareholders to see and evaluate the
effectiveness of these changes.

� The composition and level of compensation paid to executives in the market evolves over multiple years. A triennial approach will
allow us to review evolving practices in the market to ensure our compensation programs reflect best practices.

� Less frequent Say-On-Pay votes will improve the ability of institutional shareholders to exercise their voting rights in a more
deliberate, thoughtful and informed way that is in the best interests of all our shareholders.

Recommendation of the Board of Directors

This vote is advisory, and therefore not binding on the Company or our board. Shareholders are not being asked to approve or disapprove of the
board�s recommendation, but rather to indicate their own choice as among the frequency options.

OUR BOARD OF DIRECTORS RECOMMENDS UNANIMOUSLY THAT YOU VOTE FOR EVERY �THREE YEARS� AS THE
FREQUENCY FOR WHICH SHAREHOLDERS SHALL HAVE AN ADVISORY VOTE ON THE COMPENSATION OF OUR
NAMED EXECUTIVE OFFICERS.
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ITEM NO. 5

RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has selected PricewaterhouseCoopers LLP as STEC�s independent registered public accounting firm for the fiscal year
ending December 31, 2011. Shareholder ratification of the selection of PricewaterhouseCoopers LLP as our independent registered public
accounting firm is not required by our bylaws or otherwise. However, the Board is submitting the selection of PricewaterhouseCoopers LLP to
our shareholders for ratification as a matter of good corporate governance. If ratification of this selection is not approved, our Audit Committee
will review its future selection of independent registered public accounting firms; however, the Audit Committee may select
PricewaterhouseCoopers LLP, notwithstanding the failure of the shareholders to ratify its selection. In addition, even if the selection is ratified,
our Audit Committee in its discretion may direct the selection of a different independent registered public accounting firm at any time during the
year if it believes that such a change would be in the best interests of us and our shareholders.

Representatives of PricewaterhouseCoopers LLP are expected to be present at the 2011 Annual Meeting and will have the opportunity to make a
statement if they desire to do so. They are also expected to be available to respond to appropriate questions. Unless marked to the contrary,
proxies received will be voted �FOR� ratification of the selection of PricewaterhouseCoopers LLP as our independent registered public accounting
firm for the fiscal year ending December 31, 2011.

Recommendation of the Board of Directors

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE �FOR� RATIFICATION OF THE
SELECTION OF PRICEWATERHOUSECOOPERS LLP AS OUR INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
FOR THE FISCAL YEAR ENDING DECEMBER 31, 2011.

32

Edgar Filing: STEC, INC. - Form DEF 14A

Table of Contents 46



Table of Contents

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regarding the beneficial ownership of the shares of our common stock as of March 15, 2011, by:

� Each person whom we know to be the beneficial owner of 5% or more of our outstanding common stock;

� Each named executive officer;

� Each of our directors and director nominees; and

� All of our executive officers and directors as a group.
Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission. In computing the number of shares
beneficially owned by a person and the percentage of ownership of that person, shares of common stock subject to stock options held by that
person that are currently exercisable or that will become exercisable within 60 days after March 15, 2011, are deemed outstanding even if they
have not actually been exercised. Those shares, however, are not deemed outstanding for the purpose of computing the percentage ownership of
any other person. As of March 15, 2011, STEC had 51,381,897 shares of common stock issued and outstanding. Unless otherwise indicated in
the footnotes below, and subject to community property laws where applicable, each of the named persons have sole voting and sole investment
power with respect to the shares shown as beneficially owned.

Name and Address of Beneficial Owner (1)

Shares of
Common
Stock (2)

Stock
Options (3)

Percentage
Owned (%)

Named Executive Officers:
Manouch Moshayedi 3,211,981(4) 125,000 6.48% 
Raymond D. Cook 12,500 37,500 *
Mark Moshayedi 4,090,050(5) 62,500 8.07% 
Robert M. Saman �  �  *

Non-Employee Directors:
Christopher Colpitts �  19,500 *
Kevin Daly �  �  *
Michael Ball 7,000 72,500 *
Matthew Witte �  19,500 *
Rajat Bahri 2,000 52,500 *

All executive officers and directors as a group (9 Persons): 7,323,531 389,000 14.90% 

5% Shareholders (not listed above):
Mike Moshayedi (6) 3,000,050 5.84% 
Westwood Management Corp. (7) 2,992,255 5.82% 
Royces & Associates, LLC (8) 2,774,000 5.40% 

* Less than 1%
(1) Except as noted, the address of the named beneficial owner is c/o STEC, Inc. 3001 Daimler Avenue, Santa Ana, CA 92705.
(2) The number of shares beneficially owned by each shareholder is determined under rules promulgated by the SEC and the information is

not necessarily indicative of beneficial ownership for any other purpose. Under such rules, beneficial ownership includes any shares as to
which the individual or entity has sole or shared voting power or investment power.

(3) Represents shares underlying options which are vested, or will become vested, and exercisable within 60 days of March 15, 2011. Per SEC
rules, these individual shares are included in the numerator and denominator for that specific individual in calculating the percentage of
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(4) Consists entirely of (i) 3,186,981 shares held by Manouch Moshayedi, as a trustee for the M. and S. Moshayedi Revocable Trust, dated
11/16/95 for the benefit of Manouch Moshayedi�s family and (ii) 25,000 shares owned by Manouch Moshayedi. Manouch Moshayedi has
sole voting and investment power with respect to the shares held by the M. and S. Moshayedi Revocable Trust. Manouch Moshayedi
disclaims beneficial ownership, except to the extent of his pecuniary interest therein, if any, of the shares held by the M. and S. Moshayedi
Revocable Trust.

(5) Consists entirely of 4,090,050 shares held by Mark Moshayedi and Semira Moshayedi, as trustees for the M. and S. Moshayedi Revocable
Trust, dated 9/25/98 for the benefit of Mark and Semira Moshayedi�s family. Mark Moshayedi has shared voting and dispositive power
with respect to the shares held by the M. and S. Moshayedi Revocable Trust. Mark Moshayedi disclaims beneficial ownership, except to
the extent of his pecuniary interest therein, if any, of the shares held by the M. and S. Moshayedi Revocable Trust.

(6) According to a Schedule 13G/A filed jointly with the SEC on February 17, 2010 by Mike Moshayedi, Parto Moshayedi and the M. and P.
Moshayedi Revocable Trust, dated 12/30/96, indicating that as of December 31, 2009, included in the number of shares that Mike
Moshayedi beneficially owns are 3,000,050 shares held by Mike Moshayedi and Parto Moshayedi, as trustees for the M. and P. Moshayedi
Revocable Trust, dated 12/30/96 for the benefit of Mike Moshayedi and Parto Moshayedi�s family. Mike Moshayedi has shared voting and
dispositive power with respect to 3,000,050 shares held by the M. and P. Moshayedi Revocable Trust. Mike Moshayedi has no power to
vote or direct the vote or dispose or direct the disposition of any shares of common stock held by his spouse. Mike Moshayedi disclaims
beneficial ownership, except to the extent of his pecuniary interest therein, if any, of the shares held by the M. and P. Moshayedi
Revocable Trust and his spouse. The address of Mike Moshayedi is 1964 Blair Street, Santa Ana, CA 92705.

(7) According to a Schedule 13G filed by Westwood Management Corp. with the SEC on February 11, 2011. Westwood Management Corp.,
an investment adviser in accordance with Rule 13d-1(b)(1)(ii)(E) of the Exchange Act, has sole power to vote or direct the vote over
2,433,888 shares, shared power to vote or direct the vote over 98,227 shares, sole power to dispose or to direct the disposition of 2,844,855
shares and shared power to dispose or to direct the disposition of 147,400 shares of our common stock. The address of Westwood
Management Corp. is 200 Crescent Court, Suite 1200, Dallas, TX 75201.

(8) According to a Schedule 13G filed by Royce & Associates, LLC with the SEC on January 24, 2011. The address of Royce & Associates,
LLC is 745 Fifth Avenue, New York, NY 10151.
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

Compensation Discussion and Analysis

Compensation of our named executive officers is determined by our Compensation Committee, which consists of four independent directors.
This section explains our 2010 compensation program as it relates to the following executives, which are collectively referred to as the �named
executive officers�:

Name Position
Manouch Moshayedi Chief Executive Officer and Chairman of the Board

Raymond D. Cook Chief Financial Officer

Mark Moshayedi President, Chief Operating Officer, Chief Technical Officer and Secretary

Robert M. Saman General Counsel and Assistant Secretary
Executive Summary

The Compensation Committee evaluates and sets executive compensation consistent with our stated objective to provide an overall
compensation package that: (i) attracts, motivates and retains executive talent to improve the company�s financial performance; (ii) holds
executives accountable for the performance of the functions for which they are responsible, aligned with our overall business priorities; (iii) sets
compensation levels considering each executive�s specific responsibilities and company performance, including overall profitability and peer
company benchmark data; and (iv) aligns the interests of executive officers and shareholders.

Specifically, the Compensation Committee�s philosophy is to:

� Emphasize pay-for-performance and tie a significant portion of our named executive officers� compensation to the Company�s
performance. Consistent with our performance-based compensation philosophy, we reserve the largest portion of our executives�
potential compensation for performance- and equity-based programs. Our performance-based bonus program rewards short-term
performance, while our equity awards reward long-term performance and align the interests of management with those of our
shareholders. The performance goals under our bonus program focus on increasing our revenues and achieving earnings per share
objectives, thereby motivating both corporate growth and profitability.

� Strongly align our compensation programs with the long-term interests of our shareholders. We believe that equity awards serve to
align the interests of our executives with those of our long-term shareholders by encouraging long-term sustainable performance. As
such, equity awards that vest over multiple years are a key component of our executive compensation program. The objectives of
equity compensation are to encourage creation of increased and sustained shareholder value by providing executive officers with a
significant incentive to create long-term share price appreciation and to motivate and reward executive officers for the achievement of
superior performance by the Company, as well as to establish consequences for underperformance.

� Provide competitive pay opportunities that reflect best practices. The Compensation Committee of our Board reviews annually our
executive compensation program to ensure that it not only provides competitive pay opportunities, but also reflects best practices.

� Continue to develop strong governance standards with respect to our compensation program, procedures and practices. As part of its
commitment to strong corporate governance and best practices, our Compensation Committee has retained an independent
compensation consultant and has incorporated compensation analytical tools as part of its annual executive compensation review.
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In 2010, we took a measured and responsible approach towards our compensation policies, programs and practices, as follows:

� Maintained the same base salaries as were in effect for 2009, with the exception of the base salary of Mr. Cook, which the
Compensation Committee increased to better align Mr. Cook�s salary with the 75th percentile of our peer group;

� Increased the at-risk portions of our named executive officers� compensation by increasing target cash bonus opportunities for
Mr. Cook and Mr. Mark Moshayedi to 50% of base salary from 30% of base salary; and

� Increased the equity award grant values at above the 2009 levels, to further reward long-term performance and better align the
interests of management with those of our shareholders.

In establishing our performance objectives for 2010 for purposes of our Executive Cash Incentive Plan, our Compensation Committee took into
consideration the negative impact of an inventory carryover as of year-end 2009 related to sales made to our largest customer during the second
half of 2009 that led to reduced sales made to this customer during the first half of 2010. Thus, under the 2010 Executive Cash Incentive Plan,
our revenue objective was set at $235 million as compared to $238 million for 2009, and our non-GAAP earnings per share target was set at
$0.15 as compared to $0.43 for 2009. Although the Compensation Committee lowered the performance criteria for 2010, it nevertheless
considered it appropriate, as discussed above, to increase the base salary of Mr. Cook, increase the bonus opportunities for Mr. Cook and
Mr. Mark Moshayedi, and increase equity award grant values, in order to competitively compensate our named executive officers and continue
to incentivize them to strive to increase financial performance despite market challenges. The Compensation Committee�s reasoned establishment
of our corporate performance objectives and the realities of our financial and operating model for 2010 incentivized our executive officers to
achieve a solid level of financial performance and ultimately led to us exceeding of both corporate performance objectives for 2010, with STEC
achieving revenue of $280.1 million and non-GAAP earnings per share of $0.56.

Executive Compensation Program and General Objectives

Our compensation decisions with respect to individual executive officer total annual compensation is affected by (i) the executive�s performance,
(ii) the executive�s level of responsibility and function within STEC, (ii) the executive�s experience in the position, (iv) the overall performance
and profitability of STEC, (v) our effective execution of our strategic initiatives, and (vi) our assessment of the competitive marketplace for
executive officers in comparable positions, including businesses of similar size and complexity within the technology market. Our
Compensation Committee annually reviews the elements of our executive officer compensation program and makes changes thereto when it
believes it is either necessary or in the best interest of STEC.

To assist in understanding market practices, the Compensation Committee assesses �industry norms,� particularly with reference to information
provided by Radford, the Compensation Committee�s independent compensation consultant. The Compensation Committee�s philosophy is that in
order to attract and retain the best executive talent, STEC�s target range for total direct compensation (consisting of base salary, target cash
incentive compensation and equity compensation) should be generally between the 50th and 75th percentile of the market. While the
Compensation Committee reviews market data to determine where each executive officer�s target total direct compensation falls relative to the
50th to 75th percentile range, this is only one of several factors used by the Compensation Committee in making compensation determinations.
The Compensation Committee does not attempt to target individual components of compensation at any specific percentile of the market. The
Compensation Committee believes that an effective executive compensation program should permit the flexibility to award compensation that
may be above industry norms when STEC�s performance exceeds expectations, and if STEC�s performance is below expectations, total direct
compensation may be reduced to below industry norms. We attempt to provide an aggregate compensation package that is competitive with
what our executives could earn elsewhere.
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We believe that if the Company performs strongly and our shareholders benefit, executive officers should earn compensation that corresponds to
such Company performance. Accordingly, the compensation of each of our executive officers is driven in part by our financial results, and
reflects our growing commitment toward a pay-for-performance compensation philosophy. In making compensation determinations, the
Compensation Committee also considers the fact that two of the Company�s named executive officers are significant shareholders of STEC.
However, the Compensation Committee believes that this should not unduly impact these executives� compensation packages. The Compensation
Committee primarily evaluates these executives� compensation based upon how they perform, contribute and fulfill their responsibilities to STEC
and add value for STEC�s shareholders.

Role of Compensation Committee, Executive Officers and the Consultant

Role and Authority. Our Compensation Committee administers the compensation program for our executive officers and establishes the overall
compensation philosophy for executive officers. The role of the Compensation Committee is to review and approve the base salaries, bonuses
and other cash compensation or perquisites of the executive officers and to administer and approve awards under our cash and stock incentive
plans. The Compensation Committee also reviews and recommends to the Board for approval, or approves as appropriate, new cash or stock
incentive plans and any changes to or modifications of existing cash or stock incentive plans. The Compensation Committee also periodically
reviews and recommends to the Board for consideration and approval any changes in director compensation for our non-employee directors. The
current members of our Compensation Committee are Rajat Bahri, F. Michael Ball, Kevin C. Daly, Ph.D. and Matthew L. Witte, each of whom
is an independent, �non-employee director� as such term is defined in Rule 16b-3 under the Securities and Exchange Act of 1934, as amended, and
each of whom also meets applicable federal securities and NASDAQ listing requirements to qualify as an independent director. In addition, our
Compensation Committee is also comprised exclusively of �outside directors� in accordance with Section 162(m) of the Internal Revenue Code.

Role of Executive Officers in Compensation Decisions. The Compensation Committee periodically meets with members of senior management
to discuss and review our compensation program, practices and packages for executives, other employees and directors. The Compensation
Committee annually evaluates the performance of our Chief Executive Officer and determines and approves his total compensation based on this
evaluation in light of the philosophy and objectives of our executive compensation program. Our Chief Executive Officer makes compensation
recommendations to the Compensation Committee with respect to our other executive officers and evaluates their performance annually. Our
Chief Executive Officer is not involved with determining his own pay. Executive officers are generally not present at the time of compensation
deliberations held by the Compensation Committee. The Compensation Committee considers, but is not bound by and does not always accept,
any of management�s recommendations with respect to executive compensation.

Delegation. In fulfilling its responsibilities, the Compensation Committee may delegate any or all of its responsibilities to a subcommittee of the
Compensation Committee and, to the extent not expressly reserved to the Compensation Committee by the Board or by applicable law, rule or
regulation, to any other committee of directors appointed by it, which may or may not be composed of members of the Compensation
Committee. The Board may also delegate to two or more of our directors the authority to make option grants or other stock-based awards under
our stock incentive plan to eligible individuals who are not executive officers or board members, provided that the Compensation Committee or
Board sets guidelines on the authority of such directors to make grants. Our Board has established the Equity Awards Committee, consisting of
Messrs. Manouch and Mark Moshayedi, with limited authority to make option grants and other stock-based awards under our 2010 Incentive
Award Plan to eligible individuals other than executive officers and non-employee board members. The Equity Awards Committee may not
grant more than 30,000 options or 5,000 shares of other stock-based awards to any one individual, nor grant more than 300,000 options and
60,000 shares of other stock-based awards in the aggregate in any one calendar quarter.
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Use of Consultants. The Compensation Committee has the authority to engage its own independent advisors, including compensation
consultants, to assist in carrying out its responsibilities. The Compensation Committee engaged Radford beginning in 2008 as its independent
compensation consultant and Radford has continued to serve in that capacity since then. Radford was retained in 2010 to conduct a review and
analysis of our executive compensation program and to provide advice and recommendations on competitive market practices and the
appropriateness and merit of specific compensation decisions. As appropriate, Radford participates in meetings with the Compensation
Committee. In addition, the Chair of the Compensation Committee has direct access to Radford�s advisors outside of meetings. Radford has not
provided any other services to us nor have they received any compensation other than with respect to the services provided to the Compensation
Committee.

Comparative Market Information. The Compensation Committee recognizes that comparable market information may not be directly applicable
to us given that several of our executive officers are founders and beneficial holders of a significant equity position in STEC. Therefore, while
compensation paid to our executive officers are compared with those of their counterparts in the market, the market compensation levels are
used only as a guide and point of reference for determining our executives� compensation. In addition, while the Compensation Committee
reviews each element of our executives� compensation relative to the market to determine the reasonableness of our executives� compensation, it
generally does not set each element of compensation by reference to any specific percentile or benchmark. The Compensation Committee�s
philosophy is that in order to attract and retain the best executive talent, STEC�s target range for total direct compensation should be generally
within the 50th and 75th percentile of the market.

For purposes of evaluating competitive market practices, in February 2010, Radford provided an analysis of our named executive officers� 2009
compensation level as compared to a peer group recommended by Radford and ultimately selected by STEC. Our peer group consisted of the 20
companies headquartered in technology hubs reflective of comparable cost of living pressures, representing a cross-section of (1) semiconductor
companies with revenue generally between $200 million and $1 billion and market capitalization of $200 million to $2 billion; and (2) broader
high technology companies with revenue between $200 million and $1 billion and market capitalization of $200 million to $2 billion, with the
exception of a few companies that do not exactly fit these criteria but that we included due to our belief that we are competing with such
companies for executive talent. This criteria was designed to identify companies that are similar in size and industry, making them appropriate
for measuring compensation practices.

The 2010 peer group consisted of the following companies:

�    Actel

�    Adaptec

�    Applied Micro Circuits

�    Conexant Systems

�    Cypress Semiconductor

�    Diodes

�    Emulex

�    Integrated Device Technology

�    Mindspeed Technologies

�    OmniVision Technologies

�    PMC Sierra

�    Power Integrations

�    Qlogic

�    RF Micro Devices

�    Semtech

�    Sigma Designs

�    Silicon Laboratories

�    Tessera Technologies

�    Triquint Semiconductor

�    Zoran
Per the February 2010 Radford analysis, within this peer group our trailing twelve month revenue was at the 41st percentile, our net income
based on last fiscal year financial data was at the 63rd percentile and our market capitalization was at the 40th percentile. The current revenue,
net income and market capitalization information of the Company�s peers was compiled by Radford using annual reports on Form 10-K and
quarterly reports on Form 10-Q filed with the SEC.
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The results of Radford�s February 2010 survey comparing the named executive officers� 2009 compensation levels to the market, as presented to
the Compensation Committee at its February 2010 meetings, are shown in the table below (with the exception of Robert M. Saman, who was not
a named executive officer in 2009):

Name 2009 Base Salary
Target Total

Cash (1)
Equity

Compensation (2)
Target Total Direct

Compensation
Market Percentile

Achieved
Manouch Moshayedi $ 515,000 $ 901,250 $ 1,250,700 $ 2,151,950 25th � 50th Percentile
Raymond D. Cook $ 250,000 $ 325,000 $ 416,900 $ 741,900 25th � 50th Percentile
Mark Moshayedi $ 455,000 $ 591,500 $ 625,400 $ 1,216,900 Above the 75th Percentile

(1) Represent the executive�s base salary plus target cash incentive award.
(2) Amounts shown represent the value of equity awards granted in 2009, as set forth in Radford�s report, based upon the Company�s

Black-Scholes assumptions. The grant date fair values for the 2009 equity awards under FASB ASC 718 are set forth in the Summary
Compensation Table.

Considering these as well as other factors, the Compensation Committee adjusted for 2010 our named executive officers� target total cash
compensation levels and granted equity awards in order to bring the named executive officers� target total direct compensation levels closer to the
50th to 75th percentile range, as discussed more fully below. The Compensation Committee determined that a long-term strategy of setting target
total direct compensation in the 50th to 75th percentile range was appropriate to attract and retain executive talent and to incentivize exceptional
performance and the completion of key company strategic initiatives.

Elements of Compensation

Our executive compensation program consists of a mix of the following elements: (i) base salary, (ii) annual cash incentives, (iii) long-term
incentive compensation, in the form of stock options, and for certain executive officers, restricted stock units, (iv) perquisites and (v) termination
and change in control benefits. Our executives also participate in certain other benefits, such as general health, life and disability insurance plans
and our tax-qualified 401(k) defined contribution plan, which are generally available to all salaried employees, with the exception of additional
life insurance benefits provided to Messrs. Manouch and Mark Moshayedi.

While the Compensation Committee determines the mix of our compensation elements, it does not assign any specific weight to any of the
individual compensation elements in establishing total executive compensation. The compensation mix and amount of each compensation
element is intended to vary by position and according to the level of responsibility of each officer, and is designed to motivate and focus all
officers on goal achievement. As a result, total direct compensation should vary from year to year based on STEC�s performance and the
executive�s performance.

Base Salary

We believe that it is important that the total cash compensation paid to our executive officers remains at a competitive level to enable us to
attract and retain management personnel with the talents and skills required to meet the challenges of a highly competitive industry. Base salary
levels are designed primarily to provide the competitive compensation required to attract and retain executives with the talents, skills and
experience necessary to drive STEC�s success. Base salaries may be adjusted each year on the basis of the executive�s experience, skill set,
performance level and contributions to STEC�s overall success, as well as the competitive marketplace for executives in comparable positions.
Adjustments to base salary may be contingent on STEC�s performance in any given year. The relative weight given to each factor varies with
each executive officer at the sole discretion of the Compensation Committee. Although base salaries for executive officers are reviewed annually
or upon changes in responsibilities, there is no assurance of any salary adjustment for any executive
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officer on an annual basis. In addition, the Compensation Committee believes that it is important to provide executive officers with a certain
level of compensation stability each year. Therefore, the Compensation Committee generally does not expect that base salaries will change
substantially from year to year absent extraordinary circumstances, such as a significant increase in responsibilities, change in compensation
practices in the market for executive talent or promotion. We believe that base salary will over time comprise a smaller portion of total direct
compensation as STEC continues to move toward a pay-for-performance policy.

In February 2010, the Compensation Committee reviewed the base salaries of our named executive officers. Radford�s 2010 report indicated that
Mr. Cook�s base salary was below the 25th percentile; Mr. Manouch Moshayedi�s base salary was between the 50th and 75th percentiles; and
Mr. Mark Moshayedi� base salary was above the 75th percentile of STEC�s peer group. Consistent with our pay philosophy and goal of
compensating our executives competitively, the Compensation Committee approved an increase in Mr. Cook�s base salary to $325,000, to be
retroactively effective as of January 1, 2010. The Compensation Committee determined not to make any adjustments in the base salaries for
Messrs. Manouch and Mark Moshayedi for 2010, given their competitive position relative to STEC�s peer group. Mr. Saman joined us in July
2010 as Corporate Counsel and was promoted to the position of General Counsel and Assistant Secretary in November 2010. His base salary
was $260,000 during 2010.

Cash Incentive

In March 2008 the Board adopted, and in May 2008 our shareholders approved, STEC�s, Executive Cash Incentive Plan (the �ECIP�). The ECIP is
designed to recognize and reward the link between achievement of STEC�s business objectives and an executive�s contribution to that success.
Cash incentives are intended to motivate and retain executives by providing compensation, in addition to base salary, for the achievement of
corporate and individual objectives that are established annually by the Compensation Committee. The Compensation Committee believes the
ECIP will advance our pay-for-performance policy by focusing the attention of our executive officers on the attainment of the Company�s
objectives and individual objectives for the year.

Under the ECIP, each executive officer has an annual bonus target, expressed as a percentage of base salary that is approved by the
Compensation Committee each year. The Compensation Committee establishes the Company�s performance goals and individual performance
goals for the plan each year based on the then-current business priorities. Metrics and weightings may vary from year to year as the
Compensation Committee seeks to deliver near-term operating performance that supports long-term growth, as measured through stock
appreciation to the shareholders.

Target Bonus Opportunities. For 2010, the Compensation Committee selected Messrs. Manouch and Mark Moshayedi and Cook to participate in
the ECIP. In connection with his hiring in July 2010, Mr. Saman became eligible to receive a quarterly cash bonus of up to $10,000 (pro-rated
for the third quarter of 2010 based on his start date) based on the achievement of performance objectives established at the discretion of
Mr. Manouch Moshayedi. In 2011, Mr. Saman will participate in the ECIP with our other named executive officers. The Compensation
Committee established the following target bonus opportunities for our 2010 named executive officers:

Name
2010 Target Bonus Opportunity

(as a % of base salary)
Manouch Moshayedi 75% 
Raymond D. Cook 50% 
Mark Moshayedi 50% 

The Compensation Committee considered a variety of factors when setting target incentive bonuses for our executive officers. Such factors
included internal pay equity, experience, tenure, position and a desire to put more pay at-risk for executive team members. In addition, Radford�s
February 2010 report indicated that the named
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executive officers� 2009 target bonus opportunities were below the 25th percentile of the market and recommended increasing the named
executive officers� target bonuses over time to focus more on variable cash compensation and to meet our pay philosophy. According to Radford�s
survey, the 50th percentile of the market established target bonuses at approximately 100% of base salary for the Chief Executive Officer, 55%
of base salary for the President, Chief Operating Officer, Chief Technical Officer and 60% of base salary for the Chief Financial Officer. In
accordance with the Compensation Committee�s pay philosophy and based on the relatively low target bonus opportunities for Mr. Mark
Moshayedi and Mr. Cook relative to STEC�s peer group, the Compensation Committee increased target bonus opportunities for these individuals
from 30% of base salary in 2009 to 50% in 2010.

Performance Criteria for ECIP. For 2010, 40% of each named executive officer�s target bonus was based on the achievement of an overall
corporate revenue objective, 40% was based on the achievement of a non-GAAP diluted earnings per share objective and 20% was based on the
achievement of pre-determined individual objectives, each as discussed in more detail below. Revenue and non-GAAP diluted earnings per
share were used as STEC�s performance objectives because the Compensation Committee believed they most directly align with STEC�s growth
strategy and generally represent the best correlation with shareholder value.

The specific performance criteria for the 2010 ECIP were established by the Compensation Committee as follows:

� Company performance objectives on which 80% of each executive�s annual bonus target are based:

¡ Revenue objective: $235 million. This objective was slightly lower than the revenue objective of $238 million under the 2009
ECIP because of an inventory carryover as of year-end 2009 related to sales made to our largest customer during the second
half of 2009 that negatively impacted our revenues during the first half of 2010.

¡ Non-GAAP earnings per share objective: $0.15. This objective was lower than the non-GAAP earnings per share objective of
$0.43 under the 2009 ECIP due primarily to the reduction of sales made to our largest customer during the first half of 2010
because of the inventory carryover by this customer from products purchased during the second half of 2009. For the purpose
of determining whether the non-GAAP earnings per share objective had been met, the Compensation Committee used
non-GAAP earnings per share as reported by STEC in its press releases announcing its quarterly and annual results of
operations. As in previous years, the use of non-GAAP numbers was pre-established under the 2010 ECIP. For 2010, the
non-GAAP earnings per share reflected an adjustment for non-cash, non-recurring, extraordinary and certain other items,
including (a) employee stock compensation expense, (b) employee severance, (c) special charges related to restructuring
costs, (d) Malaysia government incentive grant income and (e) contract termination settlement proceeds.

� Individual performance objectives on which 20% of each executive�s annual bonus target are based:

¡ Mr. Manouch Moshayedi�s individual objectives were equally weighted and included: (i) non-GAAP gross profit margin to
meet or exceed 39%; (ii) non-GAAP operating margin to meet or exceed 4%; (iii) increasing the number of major customers
(customers that account for 10% or more of net revenues); and (iv) increasing cash, cash equivalents and short term
investments balances, grossed-up for stock buyback and/or acquisitions, to equal or exceed $150 million by the end of fiscal
year 2010.

¡ Mr. Cook�s individual objectives were equally weighted and included: (i) non-GAAP gross profit margin to meet or exceed
39%; (ii) non-GAAP operating margin to meet or exceed 4%; (iii) increasing cash, cash equivalents and short term
investments balances, grossed-up for stock buyback and/or acquisitions, to equal or exceed $150 million by the end of fiscal
year 2010; and (iv) the year-end internal control review yielding no material weaknesses and no more than one significant
deficiency.
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¡ Mr. Mark Moshayedi�s individual objectives were equally weighted and included: (i) product development and general
availability of certain products by the third and four quarters of 2010; and (ii) non-GAAP R&D expenditures not to exceed a
60% growth over 2009 levels.

The aforementioned corporate performance goals were weighted more heavily than individual objectives because they are important factors that
help to affect increased shareholder value. The Compensation Committee believes it is important to align the executive officers�
performance-based cash payments with these non-GAAP financial measures, as these are the measures that STEC�s management, as well as the
investment community, uses in analyzing the business.

When determining the performance goals and metrics and target bonuses, the Compensation Committee considered the likelihood of the
achievement of the target levels of performance. At the time the performance goals were determined, the Compensation Committee was
substantially uncertain as to whether the performance goals would be met. The Compensation Committee believes that the performance goals
were challenging and difficult to achieve, but attainable with significant effort and skill on the part of the executive officer participants.

How the 2010 ECIP works. STEC must meet a minimum level of performance for at least of one of the corporate performance objectives for any
funding to be allocated to the ECIP. For 2010, the Compensation Committee maintained the threshold performance level for each Company
performance objective at 85% of the target performance level and maintained the maximum performance level at 120% of the target
performance level. So long as a threshold level of performance for at least one of the corporate performance objectives is met, individual
performance is not subject to a separate threshold for purposes of the ECIP bonus calculation and results in a payment of 0% to 20% of each
executive�s target bonus opportunity based ratably on the executive�s achievement of 0% to 100% of the individual performance objectives. Plan
funding upon achievement of both Company performance objectives at the threshold level is set at 50% of target bonus opportunity and
increases to 200% of target bonus opportunity at maximum performance, assuming in each case that the executive officer achieves his target
individual performance objectives. Thus, by way of illustration, if both Company performance objectives are achieved at 120% of the target
performance level, an executive officer would receive 200% of his bonus opportunity, assuming 100% achievement of his individual
performance objectives. The percentage of bonus opportunity is correspondingly reduced by the amount by which a particular performance
objective has not been achieved, properly weighted according to whether the objective is a corporate or individual performance objective. Under
the 2010 ECIP, cash bonuses are capped at $2 million.

For 2010, the target incentive bonuses for our named executive officer participants range between 50% and 75% of base salary. The following
table summarizes the 2010 base salaries, target bonus opportunities and potential bonus awards under each performance level for our executive
officers:

Name
2010 Base

Salary

2010 Target Bonus
Opportunity

as
Percentage of
Base Salary

Potential Bonus Awards Under ECIP for 2010 (1)
Bonus Amount

at
Threshold
Level of

Performance (2)

Bonus Amount
at Target Level
of Performance

Bonus Amount
at Maximum

Level of
Performance

Manouch Moshayedi $ 515,000 75% $ 193,125 $ 386,250 $ 772,500
Raymond D. Cook $ 325,000 50% $ 81,250 $ 162,500 $ 325,000
Mark Moshayedi $ 455,000 50% $ 113,750 $ 227,500 $ 455,000

(1) Amounts assume that the executive officer achieves 100% of his individual performance objectives at each level of threshold, target and
maximum level of performance for corporate objectives.

(2) Amounts assume that STEC achieves its threshold level of performance for both of the corporate performance objectives.
Results of the 2010 ECIP. In February 2011, the Compensation Committee assessed the Company�s performance and individual performance
versus the pre-established performance objectives. For 2010, STEC achieved revenue of $280.1 million, or approximately 119% of its revenue
objective; and non-GAAP earnings
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per share of $0.56, or 360% of its non-GAAP earnings per share objective. The Compensation Committee also determined that (i) Mr. Manouch
Moshayedi and Mr. Raymond Cook each achieved 100% of their individual performance objectives; and (ii) Mr. Mark Moshayedi achieved
75% of his individual performance objectives.

In February 2011, based upon the achievement of both of the pre-established company performance objectives for 2010 and the respective
achievement by the following named executive officers of their respective individual performance objectives, in accordance with the bonus
structure approved at the beginning of 2010, the Compensation Committee approved bonus payouts as follows:

Name
2010 Base

Salary

2010 Target Bonus
Opportunity as
Percentage of
Base Salary

2010 Actual
Bonus Paid

Actual Bonus
As Percentage of

Base Salary
Manouch Moshayedi $ 515,000 75% $ 762,870 148% 
Raymond D. Cook $ 325,000 50% $ 320,938 99% 
Mark Moshayedi $ 455,000 50% $ 437,938 96% 
Due to the revenue objective being achieved at 119% of target and the non-GAAP earnings per share objective being achieved at the maximum
level of performance (i.e., in excess of 120% of target), coupled with 100% achievement of their respective individual performance objectives,
each of Messrs. Manouch Moshayedi and Cook received close to 200% of their 2010 target bonus opportunities, adjusted slightly downward to
account for the near maximum performance level achieved for the revenue objective. Mark Moshayedi�s actual bonus percentage was similarly
adjusted due to the near maximum level of performance achieved for the revenue objective and his attainment of 75% of his individual
performance objectives.

As described above, Mr. Saman was eligible to receive a quarterly cash bonus of up to $10,000 (pro-rated for the third quarter of 2010 based on
his start date in late July 2010). Mr. Saman earned a bonus of $17,345 during 2010 based upon the achievement of his performance objectives,
which were established at the discretion of Mr. Manouch Moshayedi.

Long-Term Equity Incentive Compensation

We have provided long-term incentive compensation through equity awards that generally vest over multiple years. The objectives of equity
compensation are to encourage creation of increased shareholder value by providing executive officers with a significant incentive to create
long-term share price appreciation and to attract, motivate, and reward executive officers by rewarding the achievement of superior performance
by the Company.

Historically, our grants of equity awards to the executive officers have consisted solely of stock options. The Compensation Committee
generally believed that awards of stock options over other forms of equity-based awards more closely align the interests of the recipient with
those of our shareholders because the recipient will only realize a return on the option if our stock price increases over the term of the option. In
February 2010, in connection with its comprehensive report on our executive compensation programs and practices, Radford reviewed our
long-term equity incentive compensation practices relative to our peer group. The results of the review indicated that our 2009 equity grant
values to Mr. Manouch Moshayedi fell between the 25th and 50th percentiles; to Mr. Cook fell between the 50th and 75th percentiles; and to
Mr. Mark Moshayedi fell above the 75th percentile. A subsequent 2011 Radford report also noted that STEC�s 3-year average gross burn rate
(total equity granted divided by the weighted-average total common shares outstanding) of approximately 4.0% during the 2008-2010 period
was below our respective peer company�s 50th percentile of 4.5%.

In determining the total number of options to award to each executive officer, the Compensation Committee�s objective was to move targets for
direct compensation of each executive closer to the 50th and 75th percentile of the market while attempting to create a meaningful opportunity for
stock ownership based upon the
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executive�s current position with STEC, his performance in recent periods, and his potential for future responsibility and promotion over the
option term. The Compensation Committee also considered the following: our retention goals for the executive officer; the number of shares of
common stock and options held by the executive officer in order to maintain an appropriate level of equity incentive for that individual; and the
relative size of option grants for officers in the industry with similar talent and credentials.

In 2010, the Compensation Committee granted equity awards to the executive officers as summarized in the table below. Additional details
regarding such grants may be found in the �Grants of Plan-Based Awards� table further below.

Name Grant Date

Number of Securities
Underlying Options

(#)

Exercise Price of
Option
Awards
($/sh)

Number of Restricted
Stock Units

(#)
Manouch Moshayedi 5/28/2010 200,000 $ 12.08 �  
Raymond D. Cook 5/28/2010 100,000 $ 12.08 �  
Mark Moshayedi 5/28/2010 100,000 $ 12.08 �  
Robert M. Saman (1) 7/30/2010 20,000 $ 15.60 20,000

11/19/2010 5,500

(1) The equity awards granted to Mr. Saman on July 30, 2010 were in connection with him joining STEC as Corporate Counsel. The restricted
stock units granted on November 19, 2010 were approved prior to his promotion to the position of General Counsel and Assistant
Secretary in November 2010.

Additionally, based on its review and STEC�s stock price volatility during 2009 and 2010, Radford recommended that the Compensation
Committee consider providing a portion of equity grants in a form other than stock options. The Compensation Committee concurred that a
properly structured equity grant program that combines stock options and restricted stock units is likely to be more efficient economically for the
Company, and more effective for recruitment and retention, than grants of stock options alone, because a stock option component provides
leverage for increased value when the Company�s stock price increases, while the restricted stock component maintains value, and therefore
fulfills a retention function, even during times that the stock price is not increasing or is otherwise volatile.

Consistent with its review and in consultation with Radford, the Compensation Committee determined to begin awarding restricted stock units to
certain of its executive officers. Thus, the Compensation Committee has determined to award in 2011 a mixture of stock options and restricted
stock units to Messrs. Cook and Saman. The Compensation Committee decided that keeping 100% of the equity awards to be granted to Messrs.
Manouch and Mark Moshayedi in the form of stock options would best align their interests with the long-term interests of our stockholders
given their significant stock holdings in STEC.

Stock Ownership Guidelines and Certain Hedging Restrictions

We have not adopted any stock ownership guidelines because two of our four named executive officers are founders and therefore have
significant holdings in STEC. We have an insider trading policy which, among other things, prohibits our executive officers, employees and
directors from short-selling our common stock or engaging in transactions involving STEC equity-based derivative securities. In addition, our
insider trading policy also prohibits hedging transactions involving our common stock.

Option Grant Practice

Our Board has adopted an Equity Awards Policy that outlines the procedural guidelines for the grant of equity awards. The grant date of an
equity award to existing employees is the first market day during an open window following the Board, Compensation Committee or Equity
Awards Committee approval. The grant date
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of an equity award to new employees is the last market day of the week of the NASDAQ Global Select Market in which the employee
commences his or her employment with STEC. Equity awards may be granted during scheduled meetings or by unanimous written consent. All
stock option grants have a per share exercise price equal to the fair market value of STEC�s common stock on the grant date as measured by the
closing selling price per share of our common stock on the NASDAQ Global Select Market on that date. Except for annual grants of equity
awards to our non-employee directors made on the date of our annual meeting following their re-election to the Board, equity awards to
executive officers and directors may only be granted during our open trading window under our insider trading policy and when the authorizing
body is not in possession of material, non-public information concerning STEC.

Retirement Benefits

Our executive officers are eligible to participate in our tax-qualified 401(k) defined contribution plan. Our 401(k) plan covers most employees.
Employees may make voluntary contributions of up to 75% of their annual pre-tax compensation to the plan, subject to the maximum elective
deferral limit allowed by the IRS. Messrs. Manouch and Mark Moshayedi, Cook and Saman participated in our 401(k) plan during the year
ended December 31, 2010 and received matching contributions similar to all other employees. In 2010, we made matching contributions equal to
100% of the first 4% contributed, and 50% of the next 2% contributed, of each participating employee�s matchable contributions to the plan.
Beginning in 2010, our matching contributions to the 401(k) plan were immediately vested.

Perquisites and Generally Available Benefit Programs

We provide certain of our executive officers with limited personal benefits and perquisites. We provide Messrs. Manouch and Mark Moshayedi
with an annual car allowance. The executive is responsible for leasing or purchasing his own vehicle, as well as paying for insurance,
maintenance and gas costs. The 2010 annual car allowance for each participating executive officer was $15,000. In addition, we also pay for the
premiums on life insurance policies held by Messrs. Manouch and Mark Moshayedi. Generally, each of these personal benefits and perquisites
for Messrs Manouch and Mark Moshayedi were in place when STEC was a private company. The Compensation Committee believes these
limited personal benefits are reasonable under the circumstances and does not consider them to be a significant component of total executive
compensation. Nevertheless, the Compensation Committee considers the value of these additional benefits when establishing appropriate total
compensation levels for the executive officers.

We also maintain life, medical, dental, long-term disability, and accidental death and dismemberment insurance programs for all of our
employees, as well as customary vacation, leave of absence and other similar policies. Executive officers are eligible to participate in these
programs on the same basis as the rest of our salaried employees, with the exception of the additional life insurance policies maintained by
Messrs Manouch and Mark Moshayedi for which we pay the premiums, as discussed above.

Compensation Following Employment Termination or Change-in-Control

Severance and Change in Control Agreements. As more fully described below under the caption �Potential Payments Upon Termination or
Change in Control,� the severance and change in control agreements in effect during 2010 for Messrs. Manouch and Mark Moshayedi, Cook and
Saman provided for certain payments and/or benefits upon a qualifying termination of employment in connection with a change in control and,
in the case of Messrs. Manouch and Mark Moshayedi and Cook, upon a qualifying termination of employment regardless of a change in control.
We believe that such severance and change in control arrangements are important to provide continuity of management and the incentive to
remain with STEC and continue to focus on running the business notwithstanding the possibility, threat or occurrence of a change in control. We
also believe that we must offer such severance and change in control arrangements in order to remain competitive because similar protections
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are typically provided by other companies with which we compete for executive talent. When the Compensation Committee originally
determined the appropriate amount of payments and benefits to provide our executives, the Compensation Committee considered practices by
other technology companies of similar size and complexity; the length of each named executive officer�s service to STEC; each named executive
officer�s contribution to STEC; and competitive market practices.

In 2011, we amended and restated the severance and change in control agreements with Messrs. Manouch and Mark Moshayedi and Cook, and
entered into a new severance and change in control agreement with Mr. Saman. We believe that these new or amended agreements bring the
compensation and benefits payable to these named executives more in line with those typical of comparable public companies. For a discussion
of the material terms of these new agreements, see �Potential Payments Upon Termination or Change in Control� below.

2000 Stock Incentive Plan. Under our 2000 Stock Incentive Plan the Compensation Committee may accelerate vesting of outstanding equity
awards in the event of a �corporate transaction,� �change in control� or �hostile take-over� (each, as defined in the 2000 Stock Incentive Plan). In
addition, our Compensation Committee has the discretion to structure one or more awards under the 2000 Stock Incentive Plan so that those
awards will immediately vest in connection with our change of control or in the event the individual�s service with us is terminated (actually or
constructively) within a designated period following our change of control, or in connection with the successful completion of a hostile
take-over or in the event the individual�s service with us is terminated (actually or constructively) within a designated period following the
completion of such hostile take-over. Addendums to certain outstanding stock options (issued pursuant to our 2000 Stock Incentive Plan) held
by the named executive officers provide that such stock options will immediately vest if such named executive officer experiences an
�involuntary termination� (as defined in the 2000 Stock Incentive Plan) within eighteen (18) months following a �corporate transaction,� �change in
control� or �hostile take-over.� For additional information, see �Potential Payments Upon Termination or Change in Control.�

2010 Incentive Award Plan. Awards granted to our employees under our 2010 Incentive Award Plan will immediately vest and become
exercisable in the event of a �change in control� (as defined in the 2010 Incentive Award Plan) in the event that they are not assumed or substituted
by the successor corporation (or a parent or subsidiary thereof). In the event awards are assumed or substituted by the successor corporation (or a
parent or subsidiary thereof) and the employee experiences a qualifying termination of employment within eighteen (18) months following the
change in control, such awards will immediately vest and become exercisable.

Tax and Accounting Considerations

Section 162(m) of the Internal Revenue Code. Section 162(m) of the Internal Revenue Code disallows a tax deduction to publicly held
companies for compensation paid to certain of their executive officers, to the extent that compensation, whether payable in cash or stock,
exceeds $1.0 million per covered officer in any fiscal year. The limitation applies only to compensation that is not considered to be
performance-based compensation. Salaries for our executive officers do not qualify as performance-based compensation.
Non-performance-based compensation paid to our executive officers for 2010 did not exceed the $1.0 million limit per officer, and the
Compensation Committee does not anticipate that any non-performance-based compensation payable in cash to the executive officers for 2011
will exceed that limit. Accordingly, the Compensation Committee has decided not to take any action at this time to limit or restructure the
elements of cash compensation payable to our executive officers but will reconsider this decision should the individual non-performance-based
cash compensation of any executive officer approach the $1.0 million level. Our 2000 Stock Incentive Plan and 2010 Incentive Award Plan have
been structured so that any compensation deemed paid by us in connection with the exercise of option grants made under that plan with an
exercise price equal to the fair market value of the option shares on the grant date should qualify as performance-based compensation that will
not be subject to the $1.0 million limitation on deductibility provided that the option grants are approved by a committee comprised exclusively
of two or more �outside directors� as required by Section 162(m). Our Executive Cash Incentive Plan has also been structured so
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that incentive bonuses awarded under such plan should qualify as performance-based compensation within the meaning of Section 162(m).

Section 409A of the Internal Revenue Code. Section 409A of the Internal Revenue Code requires that �nonqualified deferred compensation� be
deferred and paid under plans or arrangements that satisfy the requirements of the statute with respect to the timing of deferral elections, timing
of payments and certain other matters. Failure to satisfy these requirements can expose employees and other service providers to accelerated
income tax liabilities, penalty taxes and interest on their vested compensation under such plans. Accordingly, as a general matter, it is our
intention to design and administer our compensation and benefits plans and arrangements for all of our employees and other service providers,
including our named executive officers, so that they are either exempt from, or satisfy the requirements of, Section 409A of the Internal Revenue
Code.

Accounting for Stock-Based Compensation. We follow Financial Accounting Standards Board (�FASB�) Accounting Standards Codification
(�ASC�) 718, for our stock-based compensation awards. ASC 718 requires companies to calculate the grant date �fair value� of their stock-based
awards using a variety of assumptions. ASC 718 also requires companies to recognize the compensation cost of their stock-based awards in their
income statements over the period that an employee is required to render service in exchange for the award. Grants of stock options, restricted
stock, restricted stock units and other equity-based awards under our equity incentive award plans will be accounted for under ASC 718. Our
compensation committee will regularly consider the accounting implications of significant compensation decisions, especially in connection
with decisions that relate to our equity incentive award plans and programs. As accounting standards change, we may revise certain programs to
appropriately align accounting expenses of our equity awards with our overall executive compensation philosophy and objectives.

Summary Compensation Table

The following table sets forth certain summary information concerning the compensation earned by our chief executive officer, chief financial
officer and our other most highly compensated executive officer for services rendered in all capacities to us and our subsidiaries for the fiscal
years ended December 31, 2010, 2009 and 2008:

Name and Principal Position Year
Salary

($)
Bonus

($)

Stock
Awards

($)(1)

Option
Awards

($)(1)

Non-Equity
Incentive

Plan
Compensation

($)(2)

All Other
Compensation

($)(3)
Total

($)
Manouch Moshayedi 2010 $ 515,000 �  �  $ 1,472,000 $ 762,870 $ 73,574 $ 2,823,444
Chief Executive Officer and

Chairman of the Board

2009 $ 515,000 �  �  $ 1,242,000 $ 772,500 $ 63,357 $ 2,592,857

2008 $ 515,000 �  �  $ 584,284 $ 249,947 $ 65,651 $ 1,414,882

Raymond D. Cook (4) 2010 $ 325,000 �  �  $ 736,000 $ 320,938 $ 12,578 $ 1,394,516
Chief Financial Officer 2009 $ 250,000 �  �  $ 414,000 $ 150,000 $ 4,991 $ 818,991

2008 $ 33,894 �  �  $ 102,000 �  �  $ 135,894

Mark Moshayedi 2010 $ 455,000 �  �  $ 736,000 $ 437,938 $ 73,476 $ 1,702,414
President, Chief Operating Officer,

Chief Technical Officer and Secretary

2009 $ 455,000 �  �  $ 621,000 $ 273,000 $ 67,038 $ 1,416,038

2008 $ 455,000 �  �  $ 256,784 $ 110,413 $ 73,798 $ 895,995

Robert M. Saman (5) 2010 $ 102,500 $ 17,345 $ 396,480 $ 186,200 �  $ 5,242 $ 707,767
General Counsel and

Assistant Secretary

(1) The amounts shown represent the grant date fair value of the option awards computed in accordance with FASB ASC 718. The
assumptions used to calculate the grant date fair value of stock options are set forth in Note 9 of the Notes to Consolidated Financial
Statements included in our Annual Report on Form 10-K for the year ended December 31, 2010 filed with the SEC on February 22, 2011.
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(2) The amounts for 2010 reflect the cash awards earned under the Executive Cash Incentive Plan for services rendered during 2010, as further
described in the �Compensation Discussion and Analysis� section of this Proxy Statement.

(3) Amounts in this column for 2010 are detailed in the �All Other Compensation Table� below.
(4) Mr. Cook joined STEC on November 10, 2008. The 2008 amount represents compensation earned by Mr. Cook from November 10, 2008

through December 31, 2008.
(5) Mr. Saman joined STEC on July 26, 2010 as Corporate Counsel and was promoted to the position of General Counsel and Assistant

Secretary on November 18, 2010. The 2010 amounts represent compensation earned by Mr. Saman from July 26, 2010 through
December 31, 2010, including a cash bonus of up to $10,000 (pro-rated for the third quarter of 2010 based on his start date) per quarter
based on the achievement of performance objectives established at the discretion of Mr. Manouch Moshayedi.

All Other Compensation Table

Name Year

401(k)
Matching

Contribution
Car

Allowance

Company
Paid Life
Insurance
Premiums

Total All
Other

Compensation
Manouch Moshayedi 2010 $ 18,467 $ 15,000 $ 40,107 $ 73,574
Raymond D. Cook 2010 $ 12,578 �  �  $ 12,578
Mark Moshayedi 2010 $ 14,688 $ 15,000 $ 43,788 $ 73,476
Robert M. Saman 2010 $ 5,242 �  �  $ 5,242
Grants of Plan-Based Awards

The following table sets forth summary information regarding all grants of equity awards made to our named executive officers during the year
ended December 31, 2010:

Name
Grant
Date

Estimated Possible Payments
Under Non-Equity Incentive

Plan Awards (1)

All Other
Stock

Awards:
Number of
Shares or
Units (#)

All
Other
Option

Awards:
Number

of
Securities

Underlying
Options

(#)

Exercise
or Base
Price of
Option
Awards
($/sh)

Grant
Date

Fair Value
of Stock

and
Option
Awards

($)(2)
Threshold

($)
Target

($)
Maximum

($)
Manouch Moshayedi $ 193,125 $ 386,250 $ 772,500

5/28/2010 200,000(3) $ 12.08 $ 1,472,000

Raymond D. Cook $ 81,250 $ 162,500 $ 325,000
5/28/2010 100,000(3) $ 12.08 $ 736,000

Mark Moshayedi $ 113,750 $ 227,500 $ 455,000
5/28/2010 100,000(3) $ 12.08 $ 736,000

Robert M. Saman (4) �  �  �  
7/30/2010 20,000(4) $ 15.60 $ 186,200
7/30/2010 20,000(4) $ 312,000

11/19/2010 5,500(3) $ 84,480

(1) The amounts shown reflect the 2010 bonus opportunities under our Executive Cash Incentive Plan. For 2010, Mr. Manouch Moshayedi�s
target bonus opportunity was 75% of his base salary, Mr. Mark Moshayedi�s target bonus opportunity was 50% of his base salary and
Mr. Cook�s target bonus opportunity was 50% of his base salary. Plan funding upon achievement of both Company performance objectives
at the threshold level is set at 50% of target bonus and increases to 200% of target bonus at maximum

Edgar Filing: STEC, INC. - Form DEF 14A

Table of Contents 64



48

Edgar Filing: STEC, INC. - Form DEF 14A

Table of Contents 65



Table of Contents

performance, assuming in each case that the executive officer achieves his target individual performance objectives. Revenue and
non-GAAP earnings per share were used as STEC�s company performance objectives. The Compensation Committee established the
threshold performance levels for the Company objectives at 85% of the target performance levels, with maximum performance levels set at
120% of the target performance levels. The actual amount earned by each named executive officer is disclosed in the Summary
Compensation Table under the column entitled Non-Equity Incentive Plan Compensation. For a description of the Executive Cash
Incentive Plan, see �Compensation Discussion & Analysis�Elements of Compensation�Cash Incentive.� Mr. Saman did not participate in the
Executive Cash Incentive Plan in 2010, but received a discretionary bonus as described in note 5 to the �Summary Compensation Table�
above.

(2) The dollar value of the options shown represents the grant date fair value as prescribed under FASB ASC 718. The assumptions used to
calculate the value of stock options are set forth in Note 9 of the Notes to Consolidated Financial Statements included in our Annual
Report on Form 10-K for the year ended December 31, 2010 filed with the SEC on February 22, 2010.

(3) These equity awards were granted under the 2010 Incentive Award Plan. Each award vests in four equal annual installments over the
4-year period measured from the grant date.

(4) The restricted stock unit and option awards granted to Mr. Saman on July 30, 2010 were in connection with him joining STEC as
Corporate Counsel. The restricted stock unit and option awards were granted under the 2010 Incentive Award Plan. Each of the restricted
stock unit and option awards vest in four equal annual installments on each anniversary of July 26, 2010, Mr. Saman�s employment
commencement date.

Outstanding Equity Awards at Fiscal Year-End

The following table sets forth information regarding outstanding equity awards for each of our named executive officers as of December 31,
2010:

Option Awards Stock Awards

Name Grant Date

Number
of

Securities
Underlying
Unexercised
Options (#)
Exercisable

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable(1)

Option
Exercise
Price ($)

Option
Expiration

Date

Number
of

Shares
or Units
of Stock

that
Have
Not

Vested
(#)

Market
Value of
Shares or
Units of

Stock that
Have Not

Vested
($)(2)

Manouch Moshayedi 5/28/2010 �  200,000 $ 12.08 5/27/2020
5/14/2009 37,500 112,500 $ 14.09 5/13/2019
5/7/2008 9,354 18,708 $ 11.76(3) 5/6/2013
5/7/2008 15,646 31,292 $ 10.69 5/6/2018

Raymond D. Cook 5/28/2010 �  100,000 $ 12.08 5/27/2020
5/14/2009 12,500 37,500 $ 14.09 5/13/2019

11/14/2008 12,500 25,000(4) $ 3.52 11/13/2018

Mark Moshayedi 5/28/2010 �  100,000 $ 12.08 5/27/2020
5/14/2009 18,750 56,250 $ 14.09 5/13/2019
5/7/2008 9,354 18,708 $ 11.76(3) 5/6/2013
5/7/2008 3,146 6,292 $ 10.69 5/6/2018

Robert M. Saman 7/30/2010 �  20,000(5) $ 15.60 7/26/2020
7/30/2010 20,000(5) $ 353,000

11/19/2010 5,500(6) $ 97,075

(1) Unless otherwise noted, each of these options vest and become exercisable in four equal annual installments over the 4-year period
measured from the grant date.

(2) In accordance with the rules of the SEC, the values represent the product of the number of shares that have not vested as of December 31,
2010 and $17.65, which was the closing market price of STEC�s common stock on
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such date. The reported amount does not necessarily reflect the value that may be realized by the individual because the awards vest over
four years contingent upon continued employment, and the actual amount received upon sale of shares will depend upon the fair market
value of the shares at the times they are sold.

(3) Mr. Manouch Moshayedi and Mr. Mark Moshayedi were granted an aggregate of 100,000 and 50,000 stock options, respectively, on
May 7, 2008. Under the 2000 Stock Incentive Plan and IRS rules, incentive stock options granted to a holder of 10% or more of an issuer�s
common stock must have an exercise price per share not less than 110% of the fair market value per share of the common stock on the
grant date and a term of not more than 5 years. Accordingly, the portion of the May 7, 2008 awards intended to be an incentive stock
option granted to Messrs. Manouch and Mark Moshayedi, as beneficial holders of 10% or more of STEC�s common stock, have an exercise
price of $11.76 per share, equal to 110% of the fair market value of STEC�s common stock on the grant date.

(4) This option was granted on November 14, 2008 and vests and becomes exercisable in four equal annual installments on each of the first
through fourth anniversaries of November 10, 2008, Mr. Cook�s employment commencement date.

(5) The restricted stock unit and option awards granted to Mr. Saman on July 30, 2010 were in connection with him joining STEC as
Corporate Counsel. The restricted stock unit and option awards were granted under the 2010 Incentive Award Plan. Each of the restricted
stock unit and option awards vest in four equal annual installments on each anniversary of July 26, 2010, Mr. Saman�s employment
commencement date.

(6) This restricted stock unit award vests in four equal annual installments over the 4-year period measured from the grant date.
Option Exercises and Stock Vested For Fiscal Year 2010

Name

Option Awards Stock Awards
Number of Shares

Acquired
on

Exercise
(#)

Value Realized
on  Exercise

($)(1)

Number of Shares
Acquired

on
Vesting

(#)

Value Realized
on 

Vesting ($)
Manouch Moshayedi 25,000 $ 65,741 �  �  
Raymond D. Cook 12,500 $ 130,625 �  �  
Mark Moshayedi 350,165 $ 3,298,681 �  �  
Robert M. Saman �  �  �  �  

(1) Represents the aggregate of the difference between the market price of the Company�s common stock at exercise and the exercise price of
the option for each share acquired upon exercise.

Potential Payments Upon Termination or Change-in-Control

2010 Severance and Change in Control Agreements

Messrs. Manouch and Mark Moshayedi and Cook

In 2008, we entered into severance and change in control agreements with Messrs. Manouch and Mark Moshayedi and Cook. In February 2010,
we terminated the 2008 severance and change in control agreements and entered into new severance and change in control agreements with
these named executive officers (the �2010 Severance and Change in Control Agreements�). The 2010 Severance and Change in Control
Agreements provide for an initial four (4) year term and are subject to automatic one-year extensions unless the Company gives notice of its
intent not to renew at least sixty (60) days prior to the expiration of the then-current term. Under the 2010 Severance and Change in Control
Agreements, if we terminate the employment of any of these named executive officers without �cause� or if the executive terminates his
employment for �good reason� (each, as defined in the 2010 Severance and Change in Control Agreements), in exchange for a general release and
waiver of claims against STEC, we will provide him:

� a cash lump sum payment equal to eighteen (18) months (or, in the case of Mr. Cook, twelve (12) months) of his then-current annual
base salary;
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� continuation of group medical and group dental plan coverage for eighteen (18) months (or, in the case of Mr. Cook, twelve
(12) months) after the termination date as well as certain Company-paid COBRA benefits; and

� solely with respect to Messrs. Manouch and Mark Moshayedi, a cash lump sum payment equal to the sum of (i) eighteen (18) months
of payments under STEC�s automobile allowance/reimbursement policy and (ii) eighteen (18) months of premium payments for any
term life insurance maintained, or paid for, by STEC.

These amounts will also be paid upon a termination without �cause� or for �good reason� within eighteen (18) months following a �change in control�
(each, as defined in the 2010 Severance and Change in Control Agreements). In addition, upon a termination without �cause� or for �good reason�
within twelve (12) months following a �change in control,� the executive officer will be entitled to (i) the payment of a pro-rated annual bonus for
the year in which the termination occurred, to the extent any applicable performance goals have been met as of the termination date (as pro-rated
through the termination date); and (ii) accelerated vesting of all unvested and unexercised stock options and/or restricted stock units held by him
on the termination date, unless assumed by the successor corporation (or parent thereof) in connection with a change in control or replaced with
a cash incentive program of the successor corporation that preserves the spread of the stock options and/or restricted stock units existing at the
time of the change in control and provides for subsequent payout in accordance with the same vesting and exercise schedule of the original stock
option and/or restricted stock unit. The 2010 Severance and Change in Control Agreements also provide that in the event any payment or benefit
received by the executive officer under the 2010 Severance and Change in Control Agreements is subject to excise tax imposed by Internal
Revenue Code Section 4999 (which results in a corresponding loss of a tax deduction for STEC pursuant to Internal Revenue Code
Section 280G), the payments and benefits to which he is entitled will be reduced so that no portion will be subject to such tax, but only if, on an
after-tax basis, he retains a greater amount by reducing the payments and benefits.

If the executive�s employment is terminated for any reason (including by us for �cause� or if the executive officer terminates his employment
without �good reason� or as a result of his death or disability), he will be entitled to receive all salary and vacation pay accrued but unpaid through
his termination date in one lump sum payment.

Mr. Saman

In July 2010, we entered into a severance and change in control agreement with Mr. Saman (the �Saman 2010 Severance and Change in Control
Agreement�).

The Saman 2010 Severance and Change in Control Agreement provides for an initial five (5) year term and is subject to automatic one-year
extensions unless the Company gives notice of its intent not to renew at least sixty (60) days prior to the expiration of the then-current term.
Under the Saman 2010 Severance and Change in Control Agreement, if we terminate Mr. Saman�s employment without �cause� or if Mr. Saman
terminates his employment for �good reason� within eighteen (18) months following a �change of control� (each, as defined in the Saman 2010
Severance and Change in Control Agreement), in exchange for a general release and waiver of claims against STEC, we will provide him:

� a cash lump sum payment equal to twelve (12) months of his then-current annual base salary;

� continuation of group medical and group dental plan coverage for twelve (12) months after the termination date as well as certain
Company-paid COBRA benefits; and

� the payment of a pro-rated annual bonus for the year in which the termination occurred, to the extent any applicable performance goals
have been met as of the termination date (as pro-rated through the termination date).
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2011 Changes to Severance and Change in Control Agreements

In March 2011, we approved an amendment and restatement of the 2010 Severance and Change in Control Agreements with each of Messrs.
Manouch and Mark Moshayedi and Cook (as amended and restated, the �2011 Severance and Change in Control Agreements�). The key
difference between the 2011 Severance and Change in Control Agreements and the 2010 Severance and Change in Control Agreements is that
upon a termination of employment without cause or for good reason within eighteen (18) months following a change in control (i) each
executive�s outstanding equity awards will accelerate in full, regardless of whether the successor corporation assumes the awards or replaces the
awards with a qualifying cash incentive program, and (ii) each executive will be entitled to the lump sum payment of his target annual bonus (or,
if a target bonus has yet to be established for the fiscal year in which the termination occurs, the executive�s target bonus for the prior fiscal year),
rather than pro-rated annual bonus.

In addition, in March 2011, we terminated Mr. Saman�s existing severance and change in control agreement and entered into a new severance
and change in control agreement (the �Saman 2011 Severance and Change in Control Agreement�) that provides for the same payments and
benefits as Mr. Cook�s 2011 Severance and Change in Control Agreement.

2000 Stock Incentive Plan Awards

In March 2009, the Compensation Committee approved addendums (�2009 Addendums�) to certain outstanding stock options (issued pursuant to
our 2000 Stock Incentive Plan) held by Messrs. Manouch and Mark Moshayedi and Mr. Cook so that such stock options will immediately vest if
such named executive officer experiences an �involuntary termination� within eighteen (18) months following a �corporate transaction,� �change in
control� or �hostile take-over� (each, as defined in our 2000 Stock Incentive Plan). In the event of such immediate vesting, the stock option will
remain exercisable until the earlier of the stock option expiration date or one year from the date of the named executive officer�s involuntary
termination of service.
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Summary of Potential Payments

The table below summarizes the payments that would be made to our named executive officers upon the occurrence of a qualifying termination
of employment, assuming that each named executive officer�s termination of employment with our company occurred on December 31, 2010.
Amounts shown do not include (i) accrued but unpaid salary through the date of termination, and (ii) other benefits earned or accrued by the
named executive officer during his employment that are available to all salaried employees, such as accrued vacation.

Name Benefit Death(1) Disability(1)

Termination
without

Cause or
for Good
Reason(2)

Termination
within 12
Months

Following
Change in
Control(3)

Termination
between 12

to 18
Months

Following
Change in
Control(4)

Manouch Moshayedi Cash Severance $ 762,870 $ 762,870 $ 772,500 $ 1,535,370 $ 772,500
Health, Welfare and Life
Insurance Benefits (5) �  �  $ 72,449 $ 72,449 $ 72,449
Perquisites (6) �  �  $ 22,500 $ 22,500 $ 22,500
Equity Acceleration (7) �  �  �  $ 1,842,482 $ 327,982
Life Insurance (8) $ 3,000,000 �  �  �  �  

Total $ 3,762,870 $ 762,870 $ 867,449 $ 3,472,802 $ 1,195,432

Raymond D. Cook Cash Severance $ 320,938 $ 320,938 $ 325,000 $ 645,938 $ 325,000
Health & Welfare
Benefits (5) �  �  $ 21,561 $ 21,561 $ 21,561
Equity Acceleration (7) �  �  �  $ 1,043,750 $ 353,250

Total $ 320,938 $ 320,938 $ 346,561 $ 1,711,249 $ 699,811

Mark Moshayedi Cash Severance $ 437,938 $ 437,938 $ 682,500 $ 1,120,438 $ 682,500
Health, Welfare and Life
Insurance Benefits (5) �  �  $ 76,131 $ 76,131 $ 76,131
Perquisites (6) �  �  $ 22,500 $ 22,500 $ 22,500
Equity Acceleration (7) �  �  �  $ 911,232 $ 153,982
Life Insurance (8) $ 3,000,000 �  �  �  �  

Total $ 3,437,938 $ 437,938 $ 781,131 $ 2,130,301 $ 935,113

Robert M. Saman Cash Severance �  �  �  $ 270,000 $ 270,000
Health & Welfare
Benefits (5) �  �  �  $ 21,561 $ 21,561
Equity Acceleration (7) �  �  �  $ 491,075 $ 491,075

Total $ 0 $ 0 $ 0 $ 782,636 $ 782,636

(1) Amounts represent the payment of a pro-rated bonus for the year in which termination occurs based on actual performance, payable pursuant to the Executive
Cash Incentive Plan. As of December 31, 2010, the executive�s pro-rated bonus payment equaled 100% of the bonus amount earned for 2010.

(2) Amounts represent the lump sum payment of eighteen (18) months� (Messrs. Manouch and Mark Moshayedi) or twelve (12) months� (Mr. Cook) base salary,
as provided under the executive�s applicable 2010 Severance and Change in Control Agreement.

(3) Amounts represent the sum of (i) eighteen (18) months� (Messrs. Manouch and Mark Moshayedi) or twelve (12) months� (Mr. Cook) base salary and (ii) a
pro-rated bonus for 2010 (which equaled 100% of the executive�s respective bonus earned for 2010), as provided under the applicable 2010 Severance and
Change in Control Agreement. With respect to Mr. Saman, amount represents the sum of (i) twelve (12) months� base salary and (ii) a pro-rated bonus for
2010 (which equaled 100% of his bonus earned for 2010 but not yet paid as of December 31, 2010), as provided under the Saman 2010 Severance and
Change in Control Agreement.

(4) With respect to Messrs. Manouch and Mark Moshayedi and Cook, amounts represent the lump sum payment of eighteen (18) months� (Messrs. Manouch and
Mark Moshayedi) or twelve (12) months� (Mr. Cook) base salary, as provided under the executive�s applicable 2010 Severance and Change in Control
Agreement. With respect to Mr. Saman, amount represents the sum of (i) twelve (12) months� base salary and (ii) a pro-rated bonus for 2010 (which equaled
100% of his bonus earned for 2010 but not yet paid as of December 31, 2010), as provided under the Saman 2010 Severance and Change in Control
Agreement.

Edgar Filing: STEC, INC. - Form DEF 14A

Table of Contents 71



(5) Represents the aggregate value of the continuation of group medical and group dental plan coverage for the payout period (eighteen (18) months for Messrs.
Manouch and Mark Moshayedi and twelve (12) months for Messrs. Cook and Saman), based on the executive�s health insurance coverage as of December 31,
2010 and, with respect to Messrs. Manouch and Mark Moshayedi only, a lump sum cash payment equal to eighteen (18) months of premium payments for
term life insurance maintained by our company.
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(6) Represents a lump sum cash payment to Messrs. Manouch and Mark Moshayedi in an amount equal to eighteen (18) months of car allowance payments under
our automobile allowance/reimbursement policy.

(7) The value of accelerated stock options was calculated by multiplying (x) the number of shares subject to acceleration by (y) the difference between the fair
market value of a share of our common stock on December 31, 2010 ($17.65) and the per share exercise price of the accelerated option. The value of
accelerated restricted stock units was calculated by multiplying (x) the number of shares subject to acceleration by (y) the fair market value of a share of our
common stock on December 31, 2010 ($17.65). In the event of a termination without cause or for good reason that occurs (�Improper Termination�) between
twelve (12) and eighteen (18) months following a change in control, per the 2009 Addendums, Messrs. Manouch and Mark Moshayedi and Cook are only
entitled to the acceleration of certain outstanding stock options granted under our 2000 Incentive Award Plan. In the event of an Improper Termination within
twelve (12) months following a change in control, all outstanding stock options granted under our 2000 Incentive Award Plan accelerate. All outstanding
equity granted under our 2010 Incentive Award Plan that are assumed or substituted by a successor corporation accelerate in the event of a Improper
Termination within eighteen (18) months following a change in control.

(8) Represents the life insurance proceeds payable under the executive�s life insurance policy upon a termination due to death.
Equity Compensation Plan Information

The following table provides information as of December 31, 2010 with respect to the shares of our common stock that may be issued under our
existing equity compensation plans.

Plan Category

Number of
Securities to be

Issued Upon
Exercise of

Outstanding
Options, Warrants

and Rights

Weighted-average
Exercise Price

of
Outstanding

Options, Warrants
and Rights

Number of Securities
Remaining
Available

for
Future Issuance
Under Equity
Compensation

Plans
(Excluding Securities

Reflected in
Column

(a))
(a) (b) (c)

Equity Compensation Plans Approved by
Shareholders (1) 5,835,959(2) $ 12.84(3) 2,161,988(4) 
Equity Compensation Plans Not Approved by
Shareholders �  �  �  

Total 5,835,959 $ 12.84 2,161,988

(1) Consists of the 2000 Stock Incentive Plan and the 2010 Incentive Award Plan.
(2) Represents 4,745,005 shares to be issued upon exercise of outstanding options and a total of 1,090,954 shares of common stock subject to

outstanding non-vested restricted stock units.
(3) Represents the weighted-average exercise price of outstanding options and is calculated without taking into account the 1,090,954 shares

of common stock subject to outstanding non-vested restricted stock units that become issuable as those units vest, without any cash
consideration or other payment required for such shares.

(4) Consists of shares that were available for future issuance under the 2010 Incentive Award Plan as of December 31, 2010.
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COMPENSATION COMMITTEE REPORT

The information contained in this Compensation Committee Report is not to be deemed �soliciting material� or to be �filed� with the Securities
and Exchange Commission, nor is such information to be incorporated by reference into any future filing under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended, except to the extent that STEC, Inc. specifically incorporates it by reference in
such filing.

The Compensation Committee has reviewed and discussed with management the foregoing Compensation Discussion and Analysis. Based on
that review and discussions, the Compensation Committee recommended to the Board of the Directors that the Compensation Discussion and
Analysis be included in the Company�s Proxy Statement for its 2011 Annual Meeting of Shareholders and incorporated by reference into the
Company�s Annual Report on Form 10-K for the fiscal year ended December 31, 2010.

Submitted by the Compensation Committee of

the Board of Directors,

F. Michael Ball, Chair

Rajat Bahri

Kevin C. Daly, Ph.D.

Matthew L. Witte
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AUDIT MATTERS

Audit Committee Report

The information contained in this Audit Committee Report shall not be deemed to be �soliciting material� or to be �filed� with the Securities
and Exchange Commission, nor shall such information be incorporated by reference into any future filing under the Securities Act of 1933, as
amended, or the Securities Exchange Act of 1934, as amended, except to the extent that STEC, Inc. specifically incorporates it by reference in
such filing.

The Audit Committee of STEC�s Board of Directors is composed of four members and acts under a written charter that has been approved by the
Board of Directors. The members of the Audit Committee are independent directors, based upon standards set forth in applicable laws, rules, and
regulations.

Review and Discussions with Management

The Audit Committee has reviewed and discussed STEC�s audited financial statements with management. Management is responsible for the
financial reporting process, the system of internal controls, including internal control over financial reporting, and procedures designed to ensure
compliance with accounting standards and applicable laws and regulations. STEC�s independent registered public accounting firm,
PricewaterhouseCoopers LLP, is responsible for the integrated audit of the consolidated financial statements and internal control over financial
reporting. The Audit Committee�s responsibility is to monitor and oversee these processes and procedures. The Audit Committee relies, without
independent verification, on the information provided by and on the representations made by management regarding the effectiveness of internal
control over financial reporting, that the financial statements have been prepared with integrity and objectivity and that such financial statements
have been prepared in conformity with accounting principles generally accepted in the United States of America. The Audit Committee also
relies on the opinions of the independent accountant on the consolidated financial statements and the effectiveness of internal control over
financial reporting.

Review and Discussions with Independent Registered Public Accounting Firm

The Audit Committee has received from, and discussed with PricewaterhouseCoopers LLP various communications that the independent
registered public accounting firm is required to provide to the Audit Committee, including the matters required to be discussed by Statement on
Auditing Standards No. 61 (Communication with Audit Committees), as amended (AICPA, Professional Standards, Vol. 1, AU Section 380), as
adopted by the Public Company Accounting Oversight Board in Rule 3200T.

The Audit Committee has also received the written disclosures and the letter from PricewaterhouseCoopers LLP required by applicable
requirements of the Public Company Accounting Oversight Board regarding the independent accountant�s communications with the Audit
Committee concerning independence, and has discussed with PricewaterhouseCoopers LLP its independence from STEC and its management.

Conclusion

Based on its review and discussions with management and PricewaterhouseCoopers LLP, the Audit Committee recommended to the Company�s
Board of Directors that STEC�s audited financial statements be included in the Company�s Annual Report on Form 10-K for the fiscal year ended
December 31, 2010.

Submitted by the Audit Committee of

the Board of Directors,

Rajat Bahri, Chair

F. Michael Ball

Kevin C. Daly, Ph.D.

Matthew L. Witte

Edgar Filing: STEC, INC. - Form DEF 14A

Table of Contents 75



56

Edgar Filing: STEC, INC. - Form DEF 14A

Table of Contents 76



Table of Contents

Accountant Fees and Services

During the fiscal years ended December 31, 2010 and 2009, PricewaterhouseCoopers LLP provided various audit, audit related and non-audit
services to us as follows:

Fee Category
Fiscal Year
2010 Fees

Fiscal Year
2009 Fees

Audit Fees (1) $ 752,000 $ 853,000

Audit-Related Fee (2) $ 3,000 $ 6,000

Tax Fees $ 0 $ 0

All Other Fees $ 0 $ 0

Total Fees $ 755,000 $ 859,000

(1) Represents the aggregate fees billed for the audit of our annual financial statements and internal controls over financial reporting, review
of our interim quarterly financial statements, and other professional services provided in connection with statutory and regulatory filings or
engagements.

(2) Represents the aggregate fees billed for assurance and related services that are reasonably related to the performance of the audit or review
of our financial statements which are not reported under �Audit Fees� above. For 2009 and 2010 these fees related to the review of incentive
grant reimbursement submissions to foreign governmental agencies.

Our Audit Committee has considered whether provision of the above services other than audit services is compatible with maintaining the
independent registered public accounting firm�s independence and has determined that such services have not adversely affected
PricewaterhouseCoopers LLP�s independence.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Registered Public Accounting Firm

The Audit Committee�s policy is to pre-approve all audit and permissible non-audit services provided by our independent registered public
accounting firm. These services may include audit services, audit-related services, tax services and other services. Pre-approval is specific to the
particular service or category of services and is generally subject to a specific budget. In addition, the Audit Committee has delegated
pre-approval authority to its Chairman who, in turn, must report any pre-approval decisions to the Audit Committee at its next scheduled regular
meeting. Our independent registered public accounting firm and management are required to periodically report to the Audit Committee
regarding the extent of services provided by our independent registered public accounting firm in accordance with this pre-approval, and the fees
for the services performed to date. The Audit Committee may also pre-approve particular services on a case-by-case basis. All of the 2010 and
2009 services described above were pre-approved in accordance with this policy.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Policies and Procedures with Respect to Related Person Transactions

Our Audit Committee Charter requires that members of the Audit Committee, all of whom are independent directors, review and approve all
related party transactions as defined in applicable SEC rules. Our Code of Business Conduct and Ethics, which applies to all of our directors,
officers and employees, discourages related party transactions. In the event of a related party transaction involving our directors or officers, the
nature of the related party transaction must be fully disclosed to, and approved by, the Audit Committee in advance. In addition, under our Code
of Business Conduct and Ethics, directors, officers and employees are expected to avoid any activity or personal interest that creates or appears
to create a conflict between such person�s interests and the interests of STEC. Directors and executive officers are required to disclose to our
Board, Audit Committee and/or the Nominating and Corporate Governance Committee, as appropriate, for pre-approval any activity or personal
interest that creates or appears to create a conflict with the interests of STEC. Our Board, Audit Committee and/or the Nominating and Corporate
Governance Committee, as appropriate, will determine an appropriate resolution on a case-by-case basis. All directors must recuse themselves
from any decision affecting their personal, business or professional interests.

Related Persons Transactions

MDC Land LLC (Leased Facilities)

Manouch Moshayedi and Mark Moshayedi each have a one-third ownership interest in MDC Land Corporation, MDC Land LLC (�MDC�), and
QualCenter, Inc., all of which are privately-held entities. In addition, Manouch Moshayedi and Mark Moshayedi are both a director, executive
officer and/or manager of each of these companies.

STEC leases from MDC two facilities of approximately 24,500 and 48,600 square feet in Santa Ana, California, which serves as our corporate
headquarters. In addition to the our executive offices, these facilities also contain engineering, administrative, and sales and marketing
personnel. In addition, QualCenter, Inc. leases a facility in Houston, Texas from MDC.

The operating leases with MDC for the 24,500 and 48,600 square feet facilities expire in July 2017. The monthly base rent during 2010 was
approximately $21,000 and $35,000 per month, respectively. For the remainder of the leases, base rent shall be adjusted every two years based
on the change in the Consumer Price Index. STEC believes these leases with MDC are on terms no less favorable to us than could be obtained
from an unaffiliated third party.
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SHAREHOLDER PROPOSALS

Shareholder proposals to be made at our 2012 annual meeting must be received by our Corporate Secretary at STEC, Inc., 3001 Daimler Street,
Santa Ana, California 92705-5812, no later than December 7, 2011, which is 120 calendar days prior to the anniversary of the mailing date for
this year�s proxy materials, in order to be eligible for inclusion in our Proxy Statement and form of proxy relating to the 2012 annual meeting
pursuant to Rule 14a-8 under the Exchange Act. All shareholder proposals must be in compliance with our bylaws and applicable laws and
regulations in order to be considered for possible inclusion in the proxy statement and form of proxy for the 2012 annual meeting.

If a shareholder wishes to present a proposal at our 2012 annual meeting outside of Rule 14a-8 of the Exchange Act, and the proposal is not
intended to be included in our Proxy Statement relating to the 2012 annual meeting, the shareholder must give advance notice to us prior to the
deadline for the 2012 annual meeting. In order to be deemed properly presented, the notice of a proposal must be delivered to our Corporate
Secretary no later than February 20, 2012, which is 45 calendar days prior to the anniversary of the mailing date for this year�s proxy materials.
However, in the event that the 2012 annual meeting is called for a date which is not within thirty days of the anniversary of the date of the 2011
Annual Meeting, shareholder proposals intended for presentation at the 2012 annual meeting must be received by our Corporate Secretary no
later than the close of business on the tenth day following the date on which public announcement of the date of the 2012 annual meeting is first
made. If a shareholder gives notice of such proposal after February 20, 2012, then the proxy solicited by the Board for the 2012 annual meeting
will confer discretionary authority to vote on such proposal at that meeting, which may include a vote against such shareholder proposal.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our executive officers and directors, and persons who own more
than 10% of a registered class of our equity securities, to file an initial report of securities ownership on Form 3 and reports of changes in
securities ownership on Form 4 or 5 with the Securities and Exchange Commission. Such executive officers, directors and 10% shareholders are
also required by SEC rules to furnish us with copies of all Section 16(a) forms that they file. Based solely on our review of the copies of such
forms received by us for fiscal year 2010 and written representations from certain reporting persons that no other reports were required for such
persons, we believe that our executive officers, directors and 10% shareholders complied with their reporting requirements under Section 16(a),
except that Mark Moshayedi filed an amended Form 4 in April 2010 to correct the number of shares sold with respect to a transaction initially
reported in a Form 4 filed in June 2008.
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OTHER MATTERS

Notwithstanding anything to the contrary set forth in any of our previous or future filings under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, that might incorporate this Proxy Statement or future filings made by us under those statutes, the
Compensation Committee Report and the Audit Committee Report are not deemed filed with the Securities and Exchange Commission (�SEC�)
and shall not be deemed incorporated by reference into any of those prior filings or into any future filings made by us under those statutes,
except to the extent we specifically incorporate such reports by reference therein.

Our Annual Report to Shareholders, which consists of our Annual Report on Form 10-K for the year ended December 31, 2010 that was filed
with the SEC on February 22, 2011 (the �2010 Form 10-K�), accompanies this Proxy Statement.

Shareholders may obtain a copy of the 2010 Form 10-K or any of its exhibits, and any of our other SEC reports, free of charge, from the
SEC website at http://www.sec.gov, from the �Investor Relations� section of our website at http://www.stec-inc.com, or by writing to
Investor Relations, STEC, Inc., 3001 Daimler Street, Santa Ana, California 92705-5812. The 2010 Form 10-K and information contained
on our website, other than this Proxy Statement, are not considered proxy solicitation materials and are not incorporated by reference
herein.

Our Board knows of no other business that will be presented at the Annual Meeting. If any other business is properly brought before the Annual
Meeting, proxies received will be voted in respect thereof in accordance with the recommendation of the Board. Discretionary authority with
respect to such other matters is granted by the execution of the enclosed proxy.

It is important that the proxies be returned promptly and that your shares be represented. You are urged to sign, date and promptly return the
enclosed proxy card in the enclosed envelope.

By Order of the Board of Directors,

Manouch Moshayedi

Chief Executive Officer and Chairman

of the Board of Directors

Dated: March 31, 2011

Santa Ana, California

WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING IN PERSON, PLEASE VOTE AS PROMPTLY AS
POSSIBLE VIA THE INTERNET OR TELEPHONE AS INSTRUCTED IN THESE MATERIALS OR, IF THIS PROXY
STATEMENT WAS MAILED TO YOU, BY COMPLETING, DATING AND SIGNING THE ENCLOSED PROXY CARD AND
MAILING IT IN THE ACCOMPANYING POSTAGE PAID ENVELOPE.
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Notice & Proxy Statement, Annual Report on Form 10-K is/are
available at www.proxyvote.com .

STEC, INC.

Annual Meeting of Shareholders

May 19, 2011 This proxy is solicited by the Board of Directors

The shareholder(s) hereby appoint Manouch Moshayedi, Raymond D. Cook and Robert M. Saman, and each of them as proxies to vote the shares of Common
Stock of STEC, Inc. that the shareholder(s) is/are entitled to vote at the Annual Meeting of Shareholders to be held at 8:00 am Pacific Time on Thursday, May 19,
2011 at the Irvine Marriott located at 18000 Von Karman Avenue, Irvine, California 92612 and any adjournment or postponement thereof.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED BY THE SHAREHOLDER(S). IF NO DIRECTION IS MADE, THIS
PROXY WILL BE VOTED FOR THE ELECTION OF THE NOMINEES LISTED ON THE REVERSE SIDE FOR THE BOARD OF DIRECTORS; VOTED
FOR ITEMS

2, 3, and 5; VOTED FOR 3 YEARS FOR ITEM 4; AND VOTED IN THE DISCRETION OF THE PROXIES WITH

RESPECT TO SUCH OTHER BUSINESS AS MAY PROPERLY COME BEFORE THE MEETING.

IF VOTING BY MAIL, PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY USING THE ENCLOSED REPLY ENVELOPE

Continued and to be signed on reverse side
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STEC

STEC, INC

3001 DAIMLER STREET

SANTA ANA, CA 92705-5812

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instructions and for electronic delivery of information up until 11:59 P.M. Eastern Time on May 18, 2011. Have your
proxy card in hand when you access the web site and follow the instructions to obtain your records and to create an electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS

If you would like to reduce the costs incurred by STEC, Inc. in mailing proxy materials, you can consent to receiving all future proxy statements, proxy cards and
annual reports electronically via e-mail or the Internet. To sign up for electronic delivery, please follow the instructions above to vote using the Internet and, when
prompted, indicate that you agree to receive or access proxy materials electronically in future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up until 11:59 P.M. Eastern Time on May 18, 2011. Have your proxy card in hand when you call
and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope we have provided or return it to Vote Processing, c/o Broadridge, 51 Mercedes
Way, Edgewood, NY 11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

For Withhold For All

All All Except

To withhold authority to vote for any individual nominee(s), mark �For All Except� and write the number(s) of the nominee(s) on the line below.

The Board of Directors recommends you vote

FOR the following:

1. Election of Directors

Nominees

01 Manouch Moshayedi
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02 Mark Moshayedi

03 F. Michael Ball

04 Rajat Bahri

05 Christopher W. Colpitts

06 Kevin C. Daly, Ph.D.

07 Matthew L. Witte

The Board of Directors recommends you vote FOR items 2 and 3.

For Against Abstain

2. To approve an amendment to increase the share reserve under our 2010 Incentive Award Plan.

3. To conduct an advisory vote on the compensation of our named executive officers.

The Board of Directors recommends you vote 3 YEARS on the following item:

3 years 2 years 1 year Abstain

4. To conduct an advisory vote on the frequency of an advisory vote on the compensation of our named executive officers.

The Board of Directors recommends you vote FOR the following item:

For Against Abstain

5. To ratify the selection of PricewaterhouseCoopersLLP by the Board of Directors as our independent registered public accounting firm for the fiscal year ending
December 31, 2011.

NOTE: To transact such other business as may properly come before the meeting or any postponement or adjournment thereof.

Materials Election - Check this box if you want to receive a complete set of future proxy materials by mail, at no extra cost. If you do not take action you may
receive only a Notice to inform you of the Internet availability of proxy materials.

Signature [PLEASE SIGN WITHIN BOX] Date

Please sign exactly as your name(s) appear(s) hereon. When signing as attorney, executor, administrator, or other fiduciary, please give full title as such. Joint
owners should each sign personally. All holders must sign. If a corporation or partnership, please sign in full corporate or partnership name, by authorized officer.

Signature (Joint Owners) Date
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