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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(Mark One)

Quarterly report pursuant to Section 13 or 15(d) ofthe Securities Exchange Act of 1934
For the quarterly period ended March 31, 2015

or

O Transition report pursuant to Section 13 or 15(d) 6the Securities Exchange Act of 1934
For the transition period from to

Commission File Number 000-23441

POWER INTEGRATIONS, INC.

(Exact name of registrant as specified in its chaer)

DELAWARE 94-3065014

(State or other jurisdiction of

(I.R.S. Employer
Incorporation or organization)

Identification No.)
5245 Hellyer Avenue, San Jose, California, 95138
(Address of principal executive offices) (Zip code)

(408) 414-9200

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant €l filed all reports required to be filed by Secti@ or 15(d) of the Securities Excha

Act of 1934 during the preceding 12 months (orsiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastia@s. YES NO O

Indicate by check mark whether the registrant sttiethielectronically and posted on its corporate A& if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§ 232.405 of thispthg) during the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). YHX NO O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting

company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act:

) Accelerated filer O
Large accelerated fileilx]

Non-accelerated filer O

Smaller reporting companyd
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgje Act). YESO NO

Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date.

Class

Shares Outstanding at April 17, 201!
Common Stock, $0.001 par value

29,429,01:
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Cautionary Note Regarding Forward-Looking Statemen$
This Quarterly Report on Form 10-Q includes a nunatbéorward-looking statements that involve maisks and uncertainties.

Forward-looking statements are identified by the ofsthe words “would”, “could”, “will”, “may”, “expect”, “believe”, “should”, “anticipate”,
“if”, “future”, “intend”, “plan”, “estimate”, “potential”, “target”, “seek” or “continue” and similavords and phrases, including the negatives o
these terms, or other variations of these ternag,déinote future events. These statements reflectusrent views with respect to future events
and our potential financial performance and argesttho risks and uncertainties that could caugeaotual results and financial position to
differ materially and adversely from what is prdggt or implied in any forward-looking statementslirded in this Form 10-Q. These factors
include, but are not limited to, the risks desalilb@der Item 1A of Part Il — “Risk Factors,” Itenp2Part | — “Managemerg’ Discussion an
Analysis of Financial Condition and Results of Ggtiems” and elsewhere in this Quarterly Report om¥10-Q, including, but not limited to:
our quarterly operating results are volatile arflialilt to predict, and if we fail to meet the exgpations of public market analysts or investors,
the market price of our common stock may decre@gsufisantly; if demand for our products declin@sdur major end markets, our net
revenues will decrease; intense competition irhigh-voltage power supply industry may lead to erdase in our average selling price and
reduced sales volume of our products; if we ardlend adequately protect or enforce our intellatproperty rights, we could lose market
share, incur costly litigation expenses, sufferéneental price erosion or lose valuable assetsphmsich could harm our operations and
negatively impact our profitability; if we do notgvail in our litigation, we will have expended sificant financial resources, potentially
without any benefit, and may also suffer the |ldssghts to use some technologies; and our inté@nat sales activities account for a
substantial portion of our net revenues, which ectigjus to substantial risks. We make these forlamking statements based upon
information available on the date of this Form 10a@d we have no obligation (and expressly disckaiy obligation) to update or alter any
forward-looking statements, whether as a resuttesf information or otherwise except as otherwisglired by securities regulations.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
POWER INTEGRATIONS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands)

March 31, December 31,
2015 2014
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 85,637 $ 60,70¢
Short-term marketable securities 87,56( 114,57!
Accounts receivable, net of allowances of $186 %@l in 2015 and 2014, respectively (Not
2) 12,63: 10,18¢
Inventories 65,00¢ 64,02t
Deferred tax assets 39 39
Prepaid expenses and other current assets 11,45¢ 16,37¢
Total current assets 262,33¢ 265,91.
PROPERTY AND EQUIPMENT, net 94,17¢ 95,82
INTANGIBLE ASSETS, net 42,75¢ 35,52«
GOODWILL 91,84¢ 80,59¢
DEFERRED TAX ASSETS 11,26¢ 11,56:
OTHER ASSETS 4,78¢ 4,24
Total assets $ 507,17: $ 493,66
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable $ 23,907 $ 21,98(
Accrued payroll and related expenses 8,81t 9,071
Taxes payable 2,93( 2,96:
Deferred tax liabilities 2,18 2,19:
Deferred income on sales to distributors 17,25¢ 15,22
Other accrued liabilities 3,83¢ 3,73(
Total current liabilities 58,927 55,16(
LONG-TERM INCOME TAXES PAYABLE 74€ 745
DEFERRED TAX LIABILITIES 4,05¢ 4,27:
OTHER LIABILITIES 2,96( 2,81:
Total liabilities 66,69: 62,98’
COMMITMENTS AND CONTINGENCIES (Notes 9, 11, 12 ah8)
STOCKHOLDERS' EQUITY:
Common stock 29 29
Additional paid-in capital 178,81t 171,93t
Accumulated other comprehensive loss (2,032 (1,13¢)
Retained earnings 262,66¢ 259,84!
Total stockholders’ equity 440,48 430,67t
Total liabilities and stockholders’ equity $ 507,17: % 493,66

The accompanying notes are an integral part oetheaudited condensed consolidated financial stat&m
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NET REVENUES
COST OF REVENUES
GROSS PROFIT

OPERATING EXPENSES:
Research and development
Sales and marketing
General and administrative

Total operating expenses

INCOME FROM OPERATIONS

OTHER INCOME (EXPENSE)
Other income (expense), net

Total other income (expense)

INCOME BEFORE INCOME TAXES

PROVISION FOR INCOME TAXES

NET INCOME

EARNINGS PER SHARE:

Basic
Diluted

POWER INTEGRATIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(In thousands, except per share amounts)

SHARES USED IN PER SHARE CALCULATION:

Basic
Diluted

Three Months Ended

March 31,

2015 2014
$ 8255 $ 83,07:
40,26 37,09¢
42,29: 45,97
14,94 13,49(
12,11 12,11(
8,281 7,64¢
35,33¢ 33,24¢
6,957 12,73
(223) 257
(229) 257
6,73¢ 12,98¢
391 62E
$ 6,34: % 12,36:
$ 02z $ 0.41
$ 021 % 0.4C
29,30¢ 30,23¢
30,05¢ 31,16

The accompanying notes are an integral part oetheaudited condensed consolidated financial sttt
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POWER INTEGRATIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
(In thousands)

Three Months Ended

March 31,
2015 2014
Net income $ 6,347 $ 12,36!
Other comprehensive income, net of tax:
Foreign currency translation adjustments, net afa®dn the three montt
ended March 31, 2015 and 2014 (Note 2) 35 (6)
Unrealized gain on marketable securities, net aa®dn the three montt
ended March 31, 2015 and 2014 (Note 2) 56 147
Amortization of defined benefit pension items, ottax of $4 and $4 in
the three months ended March 31, 2015 and 201dectsely (Note 2) 14 14
Total other comprehensive income 10t 15t
Total comprehensive income $ 6,44t $ 12,51¢

The accompanying notes are an integral part oetheaudited condensed consolidated financial stat&m
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POWER INTEGRATIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net caskigea by operating activities:
Depreciation
Amortization of intangibles
Loss on sale of property and equipment
Stock-based compensation expense
Amortization of premium on marketable securities
Deferred income taxes
Reduction in accounts receivable allowances
Tax deficiency associated with employee stock plans
Change in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other assets
Accounts payable
Taxes payable and accrued liabilities
Deferred income on sales to distributors
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Payment for acquisition, net of cash acquired (N&e
Purchases of marketable securities
Proceeds from sales and maturities of marketalolerties
Net cash provided by (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Issuance of common stock under employee stock plans
Repurchase of common stock
Payments of dividends to stockholders
Net cash provided by (used in) financing activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS AT END OF PERIOD

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING ANDIRANCING
ACTIVITIES:

Unpaid property and equipment
Unpaid CamSemi purchase consideration (Note 10)

Loan applied to CamSemi purchase price (Note 10)
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid (refund) for income taxes, net

Three Months Ended

March 31,
2015 2014
6,34 % 12,36:
4,032 3,971
1,78¢ 1,85¢
— 15¢
4,391 3,91¢
28¢€ 394
77 3,86¢
5 (15)
(18¢9) —
(550) (4,01%)
424 (5,652)
(227) 1,82t
34¢ 1,08¢
(2,076 (5,629
2,031 2,11¢
17,67: 16,24:
(3,329 (4,46%)
(15,36% —
— (24,75))
26,78t —
8,09¢ (29,216
3,51¢ 7,04t
(841) —
(3,519 (3,039
(841) 4,012
24,92¢ (8,967)
60,70¢ 92,92¢
85,637 $ 83,96
1,298 $ 4,60z
184 % —
6,60C $ =
657 $ (1,947)

The accompanying notes are an integral part oethesudited condensed consolidated financial sexitsn
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POWER INTEGRATIONS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION:

The condensed consolidated financial statementsdadhe accounts of Power Integrations, Inc., EmBDare corporation (the
“Company”), and its wholly owned subsidiaries. Sfigant intercompany accounts and transactions h@en eliminated in consolidation.

While the financial information furnished is unatedi, the condensed consolidated financial statesrieciuded in this report reflect
all adjustments (consisting only of normal recugradjustments) that the Company considers nece&watye fair presentation of the results of
operations for the interim periods covered andithencial condition of the Company at the datehaf interim balance sheet in accordance wit
accounting principles generally accepted in thetdthStates of America (“U.S. GAAP”). The results iftterim periods are not necessarily
indicative of the results for the entire year. To@densed consolidated financial statements shmutéad in conjunction with the Power
Integrations, Inc. consolidated financial stateraemtd the notes thereto for the year ended Decedih@014 , included in its Form 10-K filed
on February 10, 2015, with the Securities and Brgle Commission.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

No material changes have been made to the Compsgsificant accounting policies disclosed in Nat&ummary of Significant
Accounting Policie;, in its Annual Report on Form 10-K, filed on Fetry 10, 2015 , for the year ended December 31, 20h& accounting
policy information below is to aid in the undersdarg of the financial information disclosed.

Cash and Cash Equivalents

The Company considers cash invested in highly didmancial instruments with maturities of threentits or less at the date of
purchase to be cash equivalents.

Marketable Securitie

The Company generally holds securities until matutiowever, they may be sold under certain cirdamses including, but not
limited to, when necessary for the funding of asdigins, stock repurchases and other strategistmeants. As a result the Company classifies
its investment portfolio as available-for-sale. T@mpany classifies all investments with an origmaturity date greater than three months a:
short-term marketable securities in its Condensaaks6lidated Balance Sheets. As of March 31, 2@ ,December 31, 2014he Company'
marketable securities consisted primarily of higiduid corporate securities, commercial paper atter high-quality commercial securities.

Amortized cost and estimated fair market valuengéstments classified as available-for-sale at M& 2015 , were as follows (in
thousands):

Amortized Gross Unrealized Estimated Fair
Cost Gains Losses Market Value
Investments due in less than 3 months:
Commercial paper $ 27,53¢ $ — $ — % 27,53¢
Corporate securities 2,25] 1 — 2,25¢
Total 29,79¢ 1 — 29,79¢
Investments due in 4-12 months:
Corporate securities 56,82« 93 — 56,91
Total 56,82« 93 — 56,911
Investments due between 12 months and 5-years:
Corporate securities 28,33¢ 51 4 28,38t
Total 28,33¢ 51 (4) 28,38¢
Total marketable securities $ 114,95 $ 145 $ 4 3 115,09¢

8
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POWER INTEGRATIONS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Corporate securities and commercial paper (as piedén the table above) have been included withanketable securities and cash
and cash equivalents, respectively on the condermesblidated balance sheets.

Amortized cost and estimated fair market valuengéstments classified as available-for-sale at Bées 31, 2014 , were as follows
(in thousands):

Amortized Gross Unrealized Estimated Fair
Cost Gains Losses Market Value
Investments due in 4-12 months:
Corporate securities $ 30,23: $ 3€ $ — 3 30,26¢
Total 30,23 36 — 30,26¢
Investments due between 12 months and 5-years:
Corporate securities 84,25¢ 92 (45) 84,30¢
Total 84,25¢ 92 (45) 84,30¢
Total marketable securities $ 114,49; $ 126 $ 45 $ 114,57

As of March 31, 2015, and December 31, 2014 Ohvapany evaluated the nature of the investmentsavibss position, which were
primarily high-quality corporate securities, andeatmined the unrealized losses were not other-teamporary.

Revenue Recognitic

Product revenues consist of sales to original eqaig manufacturers (“OEMs”), merchant power suppbnufacturers and
distributors. Approximately 75% of the Company's m@duct sales were made to distributors in thhegtmonths ended March 31, 2015, and
75% in the twelve months ended December 31, 20h& .Company applies the provisions of Accountiren8ard Codification (“ASC”) 605-
10 (*ASC 605-10") and all related appropriate gmicea Revenue is recognized when all of the follggriteria have been met: (1) persuasive
evidence of an arrangement exists, (2) deliverydtasirred, (3) the price is fixed or determinableg (4) collectability is reasonably assured.
Customer purchase orders are generally used tondatethe existence of an arrangement. Deliveppissidered to have occurred when title
and risk of loss have transferred to the Comparustomer. The Company evaluates whether the wifieed or determinable based on the
payment terms associated with the transaction drether the sales price is subject to refund orsajant. With respect to collectability, the
Company performs credit checks for new customedspanforms ongoing evaluations of its existing oustrs' financial condition and requires
letters of credit whenever deemed necessary.

Sales to international OEM customers and merchamwep supply manufacturers that are shipped fronCin@pany's facility in
California are pursuant to “delivered at fronti€¢tDAF") shipping terms. As such, title to the pradypasses to the customer when the shipme
reaches the destination country and revenue ignéoed upon the arrival of the product in that doyrSales to international OEMs and
merchant power supply manufacturers for shipmeaota the Company's facility outside of the Unitedt8s are pursuant to “EX
Works” ("EXW") shipping terms, meaning that title the product transfers to the customer upon shipfrem the Company's foreign
warehouse. Shipments to OEMs and merchant powghsomnufacturers in the Americas are pursuanfree“on board” (“FOB”) point of
origin shipping terms, meaning that title is pastethe customer upon shipment. Revenue is recednipon title transfer for sales to OEMs
and merchant power supply manufacturers, assuntliothar criteria for revenue recognition are met.

Sales to most of the Company's distributors areemedier terms allowing certain price adjustmentsraghts of return on the
Company's products held by its distributors. Assult of these rights, the Company defers the mtiog of revenue and the costs of revenue:
derived from sales to distributors until the Comygamistributors report that they have sold the @any's products to their customers. The
Company's recognition of such distributor reversubased on point of sale reports received fronditeibutors, at which time the price is no
longer subject to adjustment and is fixed, andotteglucts are no longer subject to return to the @amg except pursuant to warranty terms.
gross profit that is deferred as a result of thulicy is reflected as “deferred income on saledistributors” in the accompanying condensed
consolidated balance sheets. The total deferrezhtevas of March 31, 2015 , and December 31, 20/&4 approximately $30.0 million and
$25.0
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POWER INTEGRATIONS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

million , respectively. The total deferred cosibAdlarch 31, 2015 , and December 31, 2014 , wasoxppately $12.7 million and $9.8
million , respectively.

Frequently, distributors need to sell at a pricgdothan the standard distribution price in ordewin business. At or soon after the
distributor invoices its customer, the distribusabmits a “ship and debit” price adjustment clainthte Company to adjust the distributor's cos
from the standard price to the papproved lower price. After verification by the Cpamy, a credit memo is issued to the distributotte shiy
and debit claim. The Company maintains a resemvariprocessed claims and future ship and debie@ijustments. The reserve appears as
reduction to accounts receivable in the Comparogsrapanying consolidated balance sheets. To tlemekiture ship and debit claims
significantly exceed amounts estimated, there cbald material impact on the deferred revenue afetrdd margin ultimately recognized. To
evaluate the adequacy of its reserves, the Comaaalyzes historical ship and debit payments aneldesf inventory in the distributor
channels.

Sales to certain of the Company's distributorsnamde under terms that do not include rights ofrretu price concessions after the
product is shipped to the distributor. Accordinglypduct revenue is recognized upon shipment aleditinsfer assuming all other revenue
recognition criteria are met.

Common Stock Repurchases and Cash Dividend

In October 2012, the Company's board of directathaized the use of $50.0 million for the repuiaf the Company's common
stock, and in the year ended December 31, 20%etCtimpany's board of directors authorized the tisa additional $75.0 million for this
purpose, with repurchases to be executed accotdipge-defined price/volume guidelines. In the yeraded December 31, 201the Compan
purchased 1.6 million shares for $80.8 million d amthe three months ended March 31, 2015 , theg@amy purchased approximately 17,000
shares for $0.8 million . As of March 31, 2015e tbompany had $22.9 million remaining on its repase authorization. Authorization of
future repurchase programs is at the discretich@board of directors and will depend on the Camgfsafinancial condition, results of
operations, capital requirements, business comditamd other factors.

In October 2013, the Company's board of directedated four quarterly cash dividends in the ama@i$i0.10per share to be paid
stockholders of record at the end of each quant@0il4. Dividend payouts totaling approximately0$&illion each were paid on March 31,
2014 and June 30, 2014. In April 2014, the Compzgard of directors increased the quarterly divitdefor the third and fourth quarters of
2014 to $0.12 per share. Dividend payouts totadipgroximately $3.6 million and $3.5 milliamere paid on September 30, 2014 and Dece
31, 2014, respectively.

In January 2015, the Company's board of directieneled the $0.12 quarterly dividend through eadirtgr in 2015. A dividend
payout totaling $3.5 million was paid on March 3015 . The declaration of any future cash dividisrat the discretion of the board of
directors and will depend on the Company's findrenadition, results of operations, capital reqoiemts, business conditions and other fac
as well as a determination that cash dividendsnattee best interests of the Company's stockholders

Use of Estimates

The preparation of financial statements in confoymiith U.S. GAAP requires management to make estsiand assumptions that
affect the reported amounts of assets and liaslgind disclosures of contingent assets and tiabilt the date of the financial statements and
the reported amounts of revenues and expensegdhameporting period. Actual results could diffierm those estimates. On an ongoing
basis, the Company evaluates its estimates, imgutiiose related to revenue recognition, incomediaxck-based compensation and
inventories. These estimates are based on higstéaicta and various other assumptions that the Gmypelieves to be reasonable at the time
the estimates are made.

Components of the Company's Condensed Consoli8aiedce Sheet

10
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POWER INTEGRATIONS, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Accounts Receivable (in thousands):

Accounts receivable trade
Accrued ship and debit and rebate claims
Allowance for doubtful accounts

Total

Prepaid Expenses and Other Current Assets (in dimols3.

Prepaid legal fees

Loan to Cambridge Semiconductor (Note 10)

Prepaid income tax
Prepaid maintenance agreements
Interest receivable
VAT receivable
Supplier prepayment
Other
Total

March 31, December 31,
2015 2014
$ 47,05¢ $ 38,34«
(34,24) (27,967
(18€) (297
$ 12,63. $ 10,18¢
March 31, December 31,
2015 2014
$ 41 3 1,50¢
— 6,60(
3,20¢ 3,20¢
1,22¢ 1,02:
387 664
901 987
1,46¢€ 80C
4,22¢ 1,591
$ 11,45¢ % 16,37¢

Changes in accumulated other comprehensive inclosg) for the three months ended March 31, 20152844 (in thousands):

Unrealized Gains and

Losses on Marketable

Defined Benefit Pension

Securities Items Foreign Currency Items Total
Three Months Ended Three Months Ended Three Months Ended Three Months Ended
March 31, March 31, March 31, March 31,
2015 2014 2015 2014 2015 2014 2015 2014
Beginning balance at January 1, $ 83 21C $ (1,240 $ (780) $ 21 $ 10C $ (1,136 $ (470
Other comprehensive income (loss)
before reclassifications 5€ 147 — — 35 (6) 91 141
Amounts reclassified from
accumulated other comprehensive
income — — 14 14 — — 14 14
Net-current period other
comprehensive income (loss) 5€ 147 14 14 35 (6) 10E 15k
Ending balance at March 31, $ 13¢ 357 $ (1.22() $ (766) $ 56 $ 94 $ (1,03]) $ (315)

(1) This component of accumulated other comprekeriscome is included in the computation of neiquic pension cost for the three months

ended March 31, 2015 and 2014 .

3. STOCK PLANS AND SHARE-BASED COMPENSATION:

Stock Plans

As of March 31, 2015 , the Company had two stockedacompensation plans (the “Plans”) which arerisst below.

11
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POWER INTEGRATIONS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2007 Equity Incentive Plan

The 2007 Equity Incentive Plan (the "2007 Plan"swadopted by the board of directors on Septemhe2@y, and approved by the
stockholders on November 7, 2007, as an amendmemnieatatement of the 1997 Stock Option Plan (1897 Plan"). The 2007 Plan provides
for the grant of incentive stock options, non-diaty stock options, restricted stock awards, refsd stock unit awards ("RSUs"), stock
appreciation rights, performance-based awards (8Sbng-term performance based awards ("PRSUs})adher stock awards to employees
directors and consultants. As of March 31, 201® rhaximum remaining number of shares that magsed under the 2007 Plan was
6,582,346 shares, which includes options granté¢ddiexercised and awards granted but unvestedtzargs remaining available for issuance
under the 1997 Plan, including shares subject tstading options and stock awards under the 1887, Pursuant to the 2007 Plan, the
exercise price for incentive stock options and atatutory stock options is generally at least 1@J%he fair market value of the underlying
shares on the date of grant. Options generallyosest 48 months measured from the date of grario@pgenerally expire no later than ten
years after the date of grant, subject to eadienination upon an optionee's cessation of employmieservice.

Beginning January 27, 2009, grants pursuant t®thectors Equity Compensation Program (which waspéed by the board of
directors on January 27, 2009) to non-employeecttire have been made primarily under the 2007 Hlae.Directors Equity Compensation
Program provides for grants to outside directoroliews: effective annually, upon the first tradiday of July, each outside director receives
grant of an equity award with an aggregate valug1@0,000 , which will become exercisable or veshediately prior to the Company's next
annual meeting of stockholders, subject to thecttirts continued service. At each outside direstelection, such award may consist entirel
RSUs or entirely of stock options. The quantityppfions would be calculated by dividing $100,000Hy Black-Scholes value on the date of
grant. The quantity of RSUs issued would be catedldy dividing $100,000 by the grant-date fainealFurther, on the date of election of a
new outside director, such new director would reesiuch grant as continuing outside directors vecen the first trading day of July;
provided, however, that such grant is proratedtferportion of the year that such new outside tirewill serve until the next first trading day
of July. The Directors Equity Compensation Progwithremain in effect at the discretion of the bdarf directors or the compensation
committee of the board.

On July 28, 2009, the 2007 Plan was amended génavgirohibit outstanding options or stock appatioin rights from being
canceled in exchange for cash without stockholgpraval.

1997 Employee Stock Purchase Plan

Under the 1997 Employee Stock Purchase Plan (thechase Plan”), eligible employees may apply acdated payroll deductions,
which may not exceed 15% of an employee's compiensab the purchase of shares of the Company'sremmstock at periodic intervals. The
purchase price of stock under the Purchase Plequial to 85% of the lower of (i) the fair marketusof the Company's common stock on the
first day of each offering period, or (ii) the fararket value of the Company's common stock omptitehase date (as defined in the Purchase
Plan). Each offering period consists of one puretgesiod of approximately six months' duration. ggregate of 3,000,0GMhares of comma
stock were reserved for issuance to employees uhdd?turchase Plan. As of March 31, 2015, 2,74i7sh@ares had been purchased and
252,216 shares were reserved for future issuanderihe Purchase Plan.

Stock-Based Compensation

The Company applies the provisions of ASC 718-1tdey the provisions of ASC 718-10, the Companygaes the fair value of
stock-based compensation in financial statemerds the requisite service period of the individuargs, which generally equals a four-year
vesting period. The Company uses estimates ofilrylaexpected term, risk-free interest rate, demd yield and forfeitures in determining the
fair value of these awards and the amount of cosatéan expense to recognize. The Company usesrtighg-line method to amortize all
stock awards granted over the requisite servicegef the award, and uses historical data to eg8rpre-vesting forfeitures, recognizing
expense only for those awards that are expecteestio
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Determining Fair Value of Stock Optio
The Company uses the Black-Scholes valuation nfodefluing stock option grants using the followiagsumptions and estimates:
Expected Volatility The Company calculates expected volatility bamethe historical price volatility of the Compangteck.

Expected TermThe Company utilizes a model which uses histbegarcise, cancellation and outstanding optiom datcalculate the
expected term of stock option grants.

Risk-Free Interest RateThe Company bases the risk-free interest rate insthe Black-Scholes valuation model on the iexblyield
available on a U.S. Treasury note with a term axprately equal to the expected term of the undegygrants.

Dividend YieldThe dividend yield was calculated by dividing ttmaal dividend by the average closing price ofGloenpany's
common stock on a quarterly basis.

The following table summarizes the stock-based @eation expense recognized in accordance with AIBC10 for the three
months ended March 31, 2015 , and March 31, 201thGusands).

Three Months Ended

March 31,
2015 2014
Cost of revenues $ 24¢ % 21¢
Research and development 1,391 1,212
Sales and marketing 1,01z 93t
General and administrative 1,73¢ 1,54¢
Total stock-based compensation expense $ 4391 § 3,91¢

Stock-based compensation expense in the three siented March 31, 2015 , was $4.4 million (compgsipproximately $0.2
million related to stock options, $0.6 million ridd to annual and long-term performance award8, $8lion related to RSUs and $0.3 million
related to the Purchase Plan). Stock-based comigpemsxpense in the three months ended March 314 2&as $3.9 million (comprising
approximately $0.5 million related to stock optip$i6.5 million related to annual and long-term perfance-based awards, $2.6 milli@tatec
to RSUs and $0.3 million related to the Purchasa)P!

The following table summarizes total compensatigpease related to unvested awards not yet recadyniee of expected forfeitures,
and the weighted-average period over which it geeted to be recognized as of March 31, 2015 .

March 31, 2015

Unrecognized Weighted Average
Compensation Remaining
Expense for Unvested Recognition
Awards Period
(In thousands) (In years)
Options $ 587 0.94
Performance-based awards 1,25¢ 0.75
Long-term performance-based awards 3,87¢ 2.26
Restricted stock units 22,37¢ 2.29
Purchase plan 434 0.50
Total unrecognized compensation expense $ 28,53t
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The fair value of employees’ stock purchase rigintser the Purchase Plan was estimated using tlek-Bleholes model with the
following weighted-average assumptions:

Three Months Ended

March 31,
2015 2014
Risk-free interest rates 0.07% 0.07%
Expected volatility rates 34% 30%
Expected dividend yield 0.89% 0.66%
Expected term of purchase right (in years) 0.5 0.5
Weighted-average estimated fair value of purchigges $12.89 $13.31

The Company did not grant stock options in theghmonths ended March 31, 2015, or March 31, 2@l therefore no fair-value
assumptions were reported.

A summary of stock option activity under the Plams;luding performance-based awards and restrgtteak units, as of March 31,
2015, and changes during the three months thesdeiglpresented below:

Weighted-Average

Weighted- Remaining
Average Contractual Aggregate
Shares Exercise Term Intrinsic Value
(in thousands) Price (in years) (in thousands)
Outstanding at January 1, 2015 1,344 $27.27
Granted — —
Exercised (49 $21.24
Forfeited or expired — —
Outstanding at March 31, 2015 1,29¢ $27.4¢ 342 $ 31,84¢
Exercisable at March 31, 2015 1,25¢ $27.0E 331 % 31,45:
Vested and expected to vest at March 31, 2015 1,29¢ $27.4¢€ 342 § 31,83:

The Company did not grant stock options in theghmonths ended March 31, 2015, and March 31, 28bginning in 2010 the
Company's equity grants to new hires and its animgahtive grants to non-executive employees haenlprimarily in the form of RSUs. The
total intrinsic value of options exercised durihg three months ended March 31, 2015 and 2014ap@®ximately $1.6 million and $5.8
million , respectively.

Performanc-based Awards ("PSUs")

Under the performance-based awards program, thgp@uwyrgrants awards in the first half of the perfance year in an amount equal
to twice the target number of shares to be issiie itarget performance metrics are met. The nurmbghares that are released at the end of
the performance year can range from zero to 2008eofargeted number depending on the Companyfsrpence. In 2015, the performance
metrics of this program are annual targets comgjsif net revenue, non-GAAP operating income arategjic goals. Each performance-based
award granted from the 2007 Plan will reduce thalmer of shares available for issuance under th& P0#n by two shares.

During the three months ended March 31, 2015 Civapany granted approximately 50,000 annual pediona-based awards to the
Company's executives. As the net revenue, non-GégdPating earnings and strategic goals are coreglderformance conditions, expenses
associated with these awards, net of estimatediforés, are recorded throughout the year deperatirtge number of shares expected to vest
based on progress toward the performance targeéscdst of performance-based awards is determisied the fair value of the Company's
common stock on the grant date, reduced by th@udliged present value of dividends expected to bkauwkzl before the awards vest. If the
performance conditions are not achieved, no congimscost is recognized and any previously recghcompensation is reversed.

In January 2015, it was determined that the Compaalynot reached the minimum level of the estabtis?014 performance targets
(consisting of revenue and non-GAAP operating ineprAccordingly, no shares subject to performance-
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based awards granted in connection with the 20tféeance based incentive plan were released t€tmepany's employees and executives
in 2015.

A summary of performance-based awards outstanding ®arch 31, 2015 , and activity during the thmeenths then ended, is
presented below:

Weighted-Average

Weighted- Average Remaining Aggregate Intrinsic
Shares Grant Date Fair Contractual Term Value

(in thousands) Value Per Share (in years) (in thousands)
Outstanding at January 1, 2015 — —
Granted 50 $53.74
Vested — —
Change in units due to performance achievemerR$ids vested in
the year — —
Forfeited or expired — —
Outstanding at March 31, 2015 50 $53.74 075 $ 2,61
Outstanding and expected to vest at March 31, 2015 3C 075 § 1,56¢

The weighted-average grant-date fair value peresbBperformance-based awards granted in the thosghs ended March 31, 2015
and 2014, was approximately $53.74 and $58.5%erdwely. There were no awards released in treethronths ended March 31, 2015, as
the 2014 net revenue and non-GAAP operating easrdidynot meet the minimum targets establisheddich awards. The gradate fair value
of awards released, which were fully vested, inttiiee months ended March 31, 2014 , was approzlyn$8.2 million .

Long-Term Performance-based Awards ("PRSUSs")

In the first quarter of 2014 the Company lregeanting long-term performance-based awards.Cdrepany's PRSU program provides
for the issuance of PRSUs which will vest basethenCompany's performance measured against the PRBI$ established revenue targets.
The PRSUs were granted in an amount equal to tivie¢arget number of shares to be issued if tlgetgrerformance metrics are met. The
actual number of shares the recipient receivestisrohined at the end of a three-year performanigecbased on results achieved versus the
Company's performance goals, and may range fromtae200% of the targeted number. The performanedsgor PRSUs granted in fiscal
2015 and 2014 were based on the Company's anrwgglue growth. Each long-term performance-baseddagranted from the 2007 Plan will
reduce the number of shares available for issuander the 2007 Plan by two shares.

Recipients of a PRSU award generallgtmemain employed by the Company on a continuagsstihrough the end of the applicable
three-year performance period in order to receides subject to that award. Expenses associatkdhese awards, net of estimated
forfeitures, are recorded throughout the year deipgnon the number of shares expected to vest aspdogress toward the performance
target. The cost of long-term performance-basedd@dsia determined using the fair value of the Camyfsacommon stock on the grant date,
reduced by the discounted present value of dividexpected to be declared before the awards ¥éiseé performance conditions are not
achieved, no compensation cost is recognized apg@m@viously recognized compensation is reversed.
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A summary of long-term performance-based awardstanding as of March 31, 2015 , and activity dutimgthree months then
ended, is presented below:

Weighted-Average Aggregate

Weighted- Average Remaining Intrinsic
Shares Grant Date Fair Contractual Term Value
(in thousands) Value Per Share (in years) (in thousands)
Outstanding at January 1, 2015 61 $55.51
Granted 65 $52.8C
Vested — —
Forfeited or expired — —
Outstanding at March 31, 2015 12¢€ $54.12 226 $ 6,54¢
Outstanding and expected to vest at March 31, 2015 10z 225 $  530¢

The weighted-average grant-date fair value peresbBilong-term performance-based awards grantéukithree months ended
March 31, 2015 and 2014, was approximately $52r80%57.76 , respectively. No PRSUs vested in theetinonths ended March 31, 201&
March 31, 2014 .

Restricted Stock Units ("RSU:

The Company grants restricted stock units to emga#eyunder the 2007 Plan. RSUs granted to emplaygeiesally vest ratably over a
four-year period, and are converted into shareke@fCompany's common stock upon vesting on a onerfe basis subject to the employee's
continued service with the Company over that peridtk fair value of RSUs is determined using thevalue of the Company's common st
on the date of the grant, reduced by the discouymtesent value of dividends expected to be declbeéare the awards vest. Compensation
expense is recognized on a straight-line basis thnerequisite service period of each grant adjluiieestimated forfeitures. Each RSU award
granted from the 2007 plan will reduce the numbeshares available for issuance under the 2007 IBlahshares.

A summary of RSUs outstanding as of March 31, 204rd changes during the three months then endedgsdollows:

Weighted- Weighted-Average
Average Grant Remaining Aggregate Intrinsic
Shares Date Fair Value  Contractual Term Value
(in thousands) Per Share (in years) (in thousands)

Outstanding at January 1, 2015 692 $43.8€
Granted 104 $52.2¢
Vested (64) $42.7C
Forfeited or expired ©)] $41.2¢
Outstanding at March 31, 2015 72¢ $45.1€ 145 $ 37,981
Outstanding and expected to vest at March 31, 2015 682 126 $ 35,54/

The weighted-average grant-date fair value peresbbRSUs awarded in the three months ended MakrcB@®L5 and 2014, was
approximately $52.25 and $57.05 , respectively. gitaat-date fair value of RSUs vested in the timeaths ended March 31, 2015 and 2014,
was approximately $2.7 million and $1.6 milliorespectively.

4. FAIR VALUE MEASUREMENTS:

ASC 820-10Fair Value Measurementlarifies that fair value is an exit price, repeating the amount that would be received to sel
an asset or paid to transfer a liability in an od&gansaction between market participants. Adstair value is a market-based measurement
that should be determined based on assumptionstir&eet participants would use in pricing an asséibility. As a basis for considering
such assumptions, ASC 820-10 establishes a treeediue hierarchy, which prioritizes the inputedién measuring fair value as follows:
(Level 1) observable inputs such as quoted pricegléntical
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assets in active markets; (Level 2) inputs othanttne quoted prices in active markets that arergbble either directly or indirectly; and
(Level 3) unobservable inputs in which there igdibr no market data, which requires the Compargetvelop its own assumptions. This
hierarchy requires the Company to use observabtkendata, when available, and to minimize theafanobservable inputs when
determining fair value.

The Company's cash and short-term marketable sesuwaie classified within Level 1 or Level 2 oétfair-value hierarchy because
they are valued using quoted market prices, brokéealer quotations, or alternative pricing sosneéh reasonable levels of price
transparency. The type of instrument valued baseguoted market prices in active markets primanjudes money market securities. This
type of instrument is generally classified withiavel 1 of the fair-value hierarchy. The types aftinments valued based on other observable
inputs (Level 2 of the fair-value hierarchy) gerigranclude investment-grade corporate bonds andcegument, state, municipal and provincial
obligations. Such types of investments are valyedding a multi-dimensional relational model, thpiits are primarily benchmark yields,
reported trades, broker/dealer quotes, issuer dpréao-sided markets, benchmark securities, bifists, and reference data including market

research publications. The Company's investmeastsified as Level 1 and Level 2 are available-tBde-investments, and were recorded at fai
market value.

The fair-value hierarchy of the Company's marketaelcurities at March 31, 2015 , and December @4 2was as follows (in
thousands):

Fair Value Measurement at
March 31, 2015

Quoted Prices in Active Significant Other
Markets for Identical Observable Inputs
Description March 31, 2015 Assets (Level 1) (Level 2)
Commercial paper $ 2753t % — 9 27,53¢
Money market funds 3,41¢ 3,41¢ —
Corporate securities 87,56( — 87,56(
Total $ 11851 % 341¢ % 115,09¢

Fair Value Measurement at
December 31, 2014

Quoted Prices in Active Significant Other
Markets for Identical Observable Inputs
Description December 31, 2014 Assets (Level 1) (Level 2)
Money market funds $ 337C % 3,37( $ —
Corporate securities 114,57 — 114,57
Total $ 117,94¢  $ 3,37( $ 114,57

The Company did not transfer any investments betiesel 1 and Level 2 of the fair-value hierarchyttie three months ended
March 31, 2015 , and the twelve months ended Deeefib 2014 .

5. INVENTORIES:

Inventories (which consist of costs associated thieéhpurchases of wafers from domestic and offsfmredries and of packaged
components from offshore assembly manufacturersetisas internal labor and overhead associatel thi testing of both wafers and
packaged components) are stated at the lower offoss-in, first-out) or market. Provisions, wheequired, are made to reduce excess and
obsolete inventories to their estimated net reblegalues.
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Inventories consist of the following (in thousands)

March 31, December 31,
2015 2014
Raw materials $ 21,43 % 21,12%
Work-in-process 16,06¢ 14,64:
Finished goods 27,50¢ 28,25t
Total $ 65,00¢ $ 64,02¢

6. GOODWILL AND INTANGIBLE ASSETS:

Goodwill increased during the three months endecchM81, 2015 , due to the Company's acquisitioBarhbridge Semiconductor
Limited, or CamSemi (refer to Note 18&¢quisition, for details on the Company's CamSemi acquisiti@hganges in the carrying amount of
goodwill during the three months ended March 31,520are as follows (in thousands):

Goodwill
Balance at December 31, 2014 $ 80,59¢
Goodwill acquired during the period 11,25(
Ending balance at March 31, 2015 $ 91,84¢

Intangible assets consist primarily of developetht®logy, acquired licenses, customer relationshipde name, in-process research
and development and patent rights, and are repogedf accumulated amortization. In January 2@1& Company acquired CamSemi,
resulting in the addition of the following intangghassets; developed technology of $6.6 milliornicl will be amortized over a period of 3 - 7
years; and customer relationships of $2.4 million , whiill be amortized over a period of 5 years . Tmmpany amortizes the cost of all
intangible assets over the shorter of the estimasgefll life or the term of the developed technglarquired licenses, customer relationships,
trade name and patent rights, which range fromtont®? years , with the exception of $1.3 milliom foe purchase of an internet domain name
(the cost to acquire the domain name has beendeda@s an intangible asset and will not be amattizeit has an indefinite useful life), and
$4.7 million of in-process research and developmlenprocess research and development is assemsidpfairment until the development is
completed and products are available for sale hittwtime the Company will begin to amortize thepiocess research and development. The
Company does not expect the amortization of in-gsecesearch and development to begin in 2@tbortization for acquired intangible ass
was approximately $1.8 million and $1.9 milliontire three months ended March 31, 2015 and 201gec#sely. The Company does not
believe there is any significant residual valueoaigted with its finite-lived intangible assets:

March 31, 2015 December 31, 2014
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
(in thousands)

Domain name $ 1,261 $ — % 1,261 $ 1,261 $ — % 1,261
In-process research and development 4,69( — 4,69( 4,69( — 4,69(
Technology licenses 3,00( (2,700 30C 3,00( (2,625 37t
Patent rights 1,94¢ (1,949 — 1,94¢ (1,949 —
Developed technology 33,27( (8,790 24,48( 26,67( (7,829 18,84:
Customer relationships 20,03( (8,009 12,021 17,61( (7,259 10,35¢
Trade name 3,60( (3,600 — 3,60( (3,600 —
Total intangible assets $ 67,800 $ (25,049) $ 42,75¢ $ 58,78 $ (23,25¢ $  35,52¢
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The estimated future amortization expense relatduhite-lived intangible assets at March 31, 2Q1%as follows:

Estimated
Amortization
Fiscal Year (in thousands)
2015 (remaining 9 months) $ 5,13t
2016 6,30:
2017 5,90«
2018 5,152
2019 4,75:%
Thereafter 9,56:
Total (1) $ 36,80"
(1) The total above excludes $4.7 million of impess research and development that will be anedrtipon completion of

development over the estimated useful life of gehhology.
7. SIGNIFICANT CUSTOMERS AND INTERNATIONAL SALES:
Segment Reporting

The Company is organized and operates as one abpogegment, the design, development, manufaatdenarketing of integrated
circuits and related components for use primarilthie high-voltage power-conversion market. The gamy's chief operating decision maker,
the Chief Executive Officer, reviews financial infieation presented on a consolidated basis for m@gpof making operating decisions and
assessing financial performance.

Customer Concentration

The Company's top ten customers accounted for ajppabely 60% and 59% of net revenues for the timeaths ended March 31,
2015 and 2014, respectively. A significant portadrihese revenues are attributable to sales oftmpany’s products to distributors of
electronic components. These distributors selGbmpany’s products to a broad, diverse range ofuseds, including OEMs and merchant
power supply manufacturers.

One customer, a distributor of the Company's prisjaccounted for more than 10% of the Company'savenues in the three
months ended March 31, 2015 and 2014. The followaiie discloses that customer's percentage ohuegefor the respective periods:

Three Months Ended
March 31,
Customer 2015 2014
Avnet 22% 1%

No other customers accounted for 10% or more oCthimpany's net revenues in the periods mentioned.
Concentration of Credit Risk

Financial instruments that potentially subject @@mpany to concentrations of credit risk consigtgpally of cash investments and
trade receivables. The Company has cash invesimodéinies that limit cash investments to low-riskéstments. With respect to trade
receivables, the Company performs ongoing evalnatid its customers' financial conditions and rezpiletters of credit whenever deemed
necessary. Additionally, the Company establisheallawance for doubtful accounts based upon fagorsounding the credit risk of specific
customers, historical trends related to past woffs-and other relevant information. Account baksare charged off against the allowance
after all means of collection have been exhaustédiae potential for recovery is considered remdte Company does not have any off-
balance-sheet credit
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exposure related to its customers. As of March2815 , and December 31, 2014 , 65% and 66% , réeplgc of accounts receivable were
concentrated with the Company's top 10 customers.

The following customers represented 10% or mor&cobunts receivable:

March 31, December 31,
Customer 2015 2014
Avnet 23% 22%
ATM Electronic Corporation 10% *
Burnon International LTD. * 11%

* Total customer accounts receivable was less 11084 .

The above-mentioned customers are distributoree@ompany’s products. No other customers accodateid% or more of the
Company’s accounts receivable on these dates.

International Sale:

The Company markets its products globally throdglsales personnel and a worldwide network of iedepnt sales representatives
and distributors. As a percentage of total netmees, international sales, which consist of saleidtributors and direct customers outside of

the United States of America, comprise the follayvin

Three Months Ended

March 31,
2015 2014

Hong Kong/China 47% 44%
Taiwan 13% 16%
Korea 12% 11%
Western Europe (excluding Germany) 12% 11%
Japan 5% 6%
Singapore 1% 2%
Germany 2% 2%
Other 4% 3%

96% 95%

Total foreign revenue

The remainder of the Company’s sales is to custemvéhin the United States of America.

Product Sale:

Net revenues consist primarily of sales of the Canys high-voltage integrated-circuit products, Tcdivers and high-voltage
silicon diodes. When evaluating the Company's e¢mues, the Company categorizes its sales intitibe/ing four end-market groupings:
communications, computer, consumer and industrta. table below provides the percentage of nessadtvity by end market for the three
months ended March 31, 2015 and 2014 :

Three Months Ended

March 31,
End Market 2015 2014
Communications 21% 18%
Computer 8% 10%
Consumer 38% 37%
Industrial 3% 35%
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8. EARNINGS PER SHARE:

Basic earnings per share are calculated by dividatgncome by the weighted-average shares of constozk outstanding during
the period. Diluted earnings per share are caledlby dividing net income by the weighted-averduras of common stock and dilutive
common equivalent shares outstanding during thegebilutive common equivalent shares includethiis calculation consist of dilutive
shares issuable upon the assumed exercise ofmditglacommon stock options, the assumed vestimytstanding restricted stock units and
both short- and long-term performance-based awardsthe assumed issuance of awards under themtodkase plan, as computed using the
treasury stock method.

A summary of the earnings per share calculati@sifllows (in thousands, except per share amaunts)

Three Months Ended

March 31,
2015 2014

Basic earnings per share:

Net income $ 6,34: $ 12,36:

Weighted-average common shares 29,30¢ 30,23¢

Basic earnings per share $ 0.2z $ 0.41
Diluted earnings per share (1):

Net income $ 6,34: $ 12,36:

Weighted-average common shares 29,30¢ 30,23¢

Effect of dilutive awards:

Employee stock plans 74¢ 92¢
Diluted weighted-average common shares 30,05¢ 31,16°
Diluted earnings per share $ 0.21 $ 0.4C
Q) The Company includes the shares underlying perfocerdased awards in the calculation of dilutediageper share if the performance

conditions have been satisfied as of the end ofeperting period and excludes such shares whenebessary conditions have not been met.
The Company has excluded the shares underlyingdh® and 2014 awards in the 2015 and 2014 calongtrespectively, as those shares wer
not contingently issuable as of the end of theqakri

In the three months ended March 31, 2015 and 2@d.éutstanding stock awards were determined tonbealdutive, and therefore no
stock awards were excluded in the computationlotetl earnings per share.

9. PROVISION FOR INCOME TAXES:

Incometax expense includes a provision for federal, state foreign taxes based on the annual estimatedtige tax rate applicak
to the Company and its subsidiaries, adjusteddaam discrete items which are fully recognizedhie period they occur.

The Company's effective tax rates for the threetmended March 31, 2015 and 2014, were 5.8% ar¥d 4r@spectively. The
difference between the expected statutory raté®%6 and the Company's effective tax rate for theeahmonths ended March 31, 2015 and
2014, was due primarily to the beneficial impactref geographic distribution of the Company's wavide earnings.

The Company accounts for income taxes under thégioas of ASC 740. Under the provisions of ASC ,7déferred tax assets and
liabilities are recognized based on the differeriisveen the financial statement carrying amouhéxisting assets and liabilities and their
respective tax bases, utilizing the tax ratesahatxpected to apply to taxable income in thesygawhich those temporary differences are
expected to be recovered or settled.

In assessing the realizability of deferred tax sspanagement considers whether it is more litedy not that some portion or all of
the deferred tax assets will not be realized. Titimate realization of deferred tax assets is ddpathupon the
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generation of future taxable income during thegasiin which those temporary differences becomedd#ie. Management considers the
scheduled reversal of deferred tax liabilities prmjected future taxable income. In the event thatCompany determines, based on available
evidence and management judgment, that all orgbdine net deferred tax assets will not be realinetie future, the Company would record a
valuation allowance in the period the determinatomade. In addition, the calculation of tax llalds involves significant judgment in
estimating the impact of uncertainties in the aggilon of complex tax laws. Resolution of theseautainties in a manner inconsistent with the
Company's expectations could have a material impads results of operations and financial positio

As of March 31, 2015 , the Company maintains aatédn allowance on its California deferred tax éssdew Jersey deferred tax
assets, capital losses for federal purposes aatbiation allowance with respect to its deferredaasets relating to tax credits in Canada.

To ensure an additional source of U.S. cash, thapg2ay plans to repatriate a portion of its curyadr offshore earnings to the U.S.
for domestic operations and accordingly has pralide estimated federal and state income taxesiohn gortion of its current year offshore
earnings. If circumstances change and it becomesrapt that some or all of the undistributed eaymiof the Company's offshore subsidiary
will be remitted in the foreseeable future but imeotaxes have not been recognized, the Companyedilie income taxes attributable to suct
undistributed earnings.

Determining the consolidated provision for (ben&fim) income tax expense, income tax liabilitiesl @eferred tax assets and
liabilities involves judgment. The Company calcakatnd provides for income taxes in each of thurdsdictions in which it operates, which
involves estimating current tax exposures as vgefthaking judgments regarding the recoverabilitdeferred tax assets in each jurisdiction.
The estimates used could differ from actual resultéich may have a significant impact on operatiegults in future periods.

10. ACQUISITION:
Cambridge Semiconductor Limited

In December 2014, the Company entered into a Igageanent with Cambridge Semiconductor Limited ("Gami"), a UK company,
in which $6.6 million was outstanding as of Decentki 2014. The estimated fair value of the loapragimated the carrying value of $6.6
million , as the loan was outstanding for less thanonth and the interest rate approximated a rheakefor such a loan. The loan was in
anticipation of a definitive agreement the Companiered into to acquire CamSemi in January 2015.

On January 2, 2015, the Company acquired 100%eofhlares outstanding of CamSemi for total consiideraf approximately $23.3
million , of which $16.5 million was paid in cash@osing, $6.6 million was applied against thestaiding loan owed to the Company, and
$0.2 million was recorded as a liability relatedtie working capital adjustment to be paid during $econd quarter of 2015. The acquisition-
related costs for the purchase of CamSemi werer$illidn in the three months ended March 31, 2G| $0.8 million in the three months
ended December 31, 2014. The acquisition has bmmuated for using the acquisition method of actiogrin accordance with ASC 805 -
Business Combinations. Goodwill is not expectedaaleductible for tax purposes.

CamSemi was acquired to accelerate the Compangtugrdevelopment efforts for the Igwower market. The acquisition a
broadens the Company's technology and productdghiorfior low-power applications, particularly in the mobilitycahED lighting market:
The purchase price allocated to goodwill in theuésition (as noted in the purchase price allocabiefow) is related largely to synergies
economies of scale expected from combining theatjpers of CamSemi with those of the Company.
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The following table summarizes the purchase priee@eliminary estimated fair values of the asaetpuired and the liabilities
assumed as of January 2, 2015. The allocationegbtinchase price is preliminary as certain pre-adtpn liabilities and corporate taxes are
still being finalized and may be adjusted shouldhfer information regarding events or circumstareasting as of the acquisition date becom:
available.

Total Amount

Assets Acquired (in thousands)
Cash $ 1,13¢
Accounts receivable 1,891
Inventories 1,40¢
Prepaid expenses and other current assets 40¢
Tax receivable 1,09:
Intangible assets:
Developed technology 6,60(
Customer relationships 2,42(
Goodwill 11,25(
Total assets acquired 26,20¢
Liabilities Assumed
Current liabilities 1,832
Taxes payable 1,09(C
Total liabilities assumed 2,92%
Total purchase price $ 23,28

The following table represents details of the pasgd intangible assets:

Fair Value Estimated
Amount Useful Life
(in thousands) (in years)
Developed technology $ 6,60( 3-7
Customer relationships 2,42( 5
Total acquired CamSemi intangibles $ 9,02(

The fair value of the identifiable intangible asseteveloped technology and customer relationshipss determined based on the
following approach.

Developed Technologyhe income approach was used to value the acqdéeeloped technology. Revenue attributable to the
Company's technology was estimated based on expeetdution of the technology over time. Expensese assumed to reflect the costs
necessary to support the developed technaloflye present value was capitalized as developedobafly as of the acquisition date and is
being amortized using a straight-line method td obsevenues over the estimated life of 3 - 7 gear

Customer Relationshipsn intangible customer relationship asset was reizegl to the extent that the Company was expeocted t
benefit from future revenues reasonably anticipgiedn the historical customer relationships andrafing practices of CamSemi. In order to
determine the fair value of the customer relatigpsithe Company's analysis assumed that the Compamld immediately benefit from the
economics generated by CamSemi's existing custmetationships. This amount was reduced by therpieilempact given no past customer
relationships and the assumption that the Compaunidaeacquire the customer relationships and rapno a similar level of revenue within
two years . The fair value of customer relatiopshwas capitalized as of the acquisition date ameing amortized on a straight line basis to
sales and marketing expenses over the estimagedfl§ years .

Pro forma results of operations for this acquisiti@ve not been presented because it is not nmatetiee Company’s condensed
consolidated financial statements.
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11. COMMITMENTS:
Supplier Agreements

Seiko Epson Corporation, or Epson, and ROHM Lapimi8onductor Co., Ltd., or Lapis, have wafer sugmyeements based in U.S.
dollars; however, these agreements also allow fatual sharing of the impact of the exchange ratetfiation between Japanese yen and the
U.S. dollar on future purchases. Each year, theamyis management and these two suppliers revidwegpotiate future pricing; the
negotiated pricing is denominated in U.S. dollarsib subject to contractual exchange rate pronssid he fluctuation in the exchange rate is
shared equally between the Company and each &f twgmpliers on future purchases.

12. LEGAL PROCEEDINGS AND CONTINGENCIES:

From time to time in the ordinary course of bus@¢se Company becomes involved in lawsuits, otoraers and distributors may
make claims against the Company. In accordanceAsifi 450-10, the Company makes a provision foaility when it is both probable that
a liability has been incurred and the amount ofitlss can be reasonably estimated.

On October 20, 2004, the Company filed a compladgatinst Fairchild Semiconductor International, bred Fairchild Semiconductor
Corporation (referred to collectively as "FaircH)lih the United States District Court for the Dist of Delaware. In its complaint, the
Company alleged that Fairchild has and is infrigdiour of Power Integrations' patents pertainin@WM integrated circuit devices. Fairchild
denied infringement and asked for a declaratiomftioe court that it does not infringe any Poweedmations patent and that the patents are
invalid. The Court issued a claim construction omie March 31, 2006 which was favorable to the Canyp The Court set a first trial on the
issues of infringement, willfulness and damagesCfotober 2, 2006. At the close of the first tr@h, October 10, 2006, the jury returned a
verdict in favor of the Company finding all assdrtgaims of all four patents-in-suit to be willfylinfringed by Fairchild and awarding $34.0
million in damages. Fairchild raised defenses awfitey that the asserted patents are invalid orfonezable, and the Court held a second trial
on these issues beginning on September 17, 200%ePtember 21, 2007, the jury returned a verditténCompany's favor, affirming the
validity of the asserted claims of all four pateimtssuit. Fairchild submitted further materials tve issue of enforceability along with various
other post-trial motions, and the Company filedtgdal motions seeking a permanent injunction armleased damages and attorneys' fees,
among other things. On September 24, 2008, thet@eunied Fairchild's motion regarding enforceapiind ruled that all four patents are
enforceable. On December 12, 2008, the Court rotetthe remaining post-trial motions, including gnag a permanent injunction, reducing
the damages award to $6.1 million , granting Faici new trial on the issue of willful infringemeim view of an intervening change in the
law, and denying the Company's motion for increadages and attorneys' fees with leave to renewntition after the resolution of the
issue of willful infringement. On December 22, 20@8Fairchild's request, the Court temporarilysththe permanent injunction for 90 days.
On January 12, 2009, Fairchild filed a notice gbegd challenging the Court's refusal to enter aenp@rmanent stay of the injunction, and
Fairchild filed additional motions requesting thath the Federal Circuit and the District Courtegxt the stay of injunction. The District Court
temporarily extended the stay pending the Feddrauf€ruling on Fairchild's pending motion, buetkederal Circuit dismissed Fairchild's
appeal and denied its motion on May 5, 2009, aadiistrict Court issued an order on May 13, 2008ficming the reinstatement of the
permanent injunction as originally entered in Deben2008. On June 22, 2009, the Court held a beath re-trial on the issue of willful
infringement. On July 22, 2010, the Court found thairchild willfully infringed all four of the assted patents, and the Court also invited
briefing on enhanced damages and attorneys' fagshid also filed a motion requesting that theu@@mend its findings regarding
willfulness. On January 18, 2011, the Court deanichild's request to amend the findings regaréiaigchild's willful infringement and
doubled the damages award against Fairchild buingelcto award attorneys' fees. On February 3, 20L.Court entered final judgment in
favor of the Company for a total damages awardl@$ million. Fairchild filed a notice of appeal challenging final judgment and a numt
of the underlying rulings, and the Company filect@ss-appeal seeking to increase the damages alWa@dppeal was argued on January 11,
2012, and the Federal Circuit issued a mixed rulingvarch 26, 2013, affirming Fairchild's infringent of certain claims that support the b
for the permanent injunction while reversing, vaggtand remanding the findings with respect teeotliaims, including the Company's claim
for damages. The Company filed a petition seekimgr&ne Court review of the Federal Circuit’s rulmgdamages issues, and the Supreme
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Court called for a response from Fairchild butréttely declined to review the case. On remandCtrapany intends to pursue its claim for
financial compensation based on Fairchild's infeimgnt.

On May 9, 2005, the Company filed a Complaint wiith U.S. International Trade Commission (“IT@Hder section 337 of the Tar
Act of 1930, as amended, 19 U.S.C. section 133ihsgdystem General (“SG"J.he Company filed a supplement to the complainiiary 24,
2005. The Company alleged infringement of its pat@ertaining to pulse width modulation (“PWM?”) égirated circuit devices produced by
SG, which are used in power conversion applicatsuth as power supplies for computer monitors. Gtamission instituted an investigation
on June 8, 2005 in response to the Company's carhg®G filed a response to the ITC complaint assgthat the patents-in-suit were invalid
and not infringed. The Company subsequently andntatily narrowed the number of patents and clamsuit, which proceeded to a hearing.
The hearing on the investigation was held befoeeAtiministrative Law Judge (“ALJ”) from January tt8January 24, 2006. Post-hearing
briefs were submitted and briefing concluded Fetyr@4, 2006. The ALJ's initial determination wasusd on May 15, 2006. The ALJ found
all remaining asserted claims valid and infringaall recommended the exclusion of the infringinglpods as well as certain downstream
products that contain the infringing products. Afigrther briefing, on June 30, 2006, the Commisslecided not to review the initial
determination on liability, but did invite briefs\@aemedy, bonding and the public interest. On Audas 2006, the Commission issued an orde
excluding from entry into the United States theiiging SG PWM chips, and any LCD computer monit&& printer adapters and
sample/demonstration circuit boards containingnéiiniging SG chip. The U.S. Customs Service is auted to enforce the exclusion order.
On October 11, 2006, the presidential review peexypired without any action from the President, HralTC exclusion order is now in full
effect. SG appealed the ITC decision, and on NowertiB, 2007, the Federal Circuit affirmed the ITi@idings in all respects. On October 27,
2008, SG filed a petition to modify the exclusiader in view of a recent Federal Circuit opinioraim unrelated case, and the Company
responded to oppose any modification, but the Casimm modified the exclusion order on February22D9. Nevertheless, the exclusion
order still prohibits SG and related entities fronporting the infringing SG chips and any LCD cortgsunonitors, AC printer adapters, and
sample/demonstration circuit boards containingdiiniging SG chip.

On May 23, 2008, the Company filed a complaint asfairairchild Semiconductor International, Inc.iréfasild Semiconductor
Corporation, and Fairchild's wholly owned subsidi8ystem General Corporation in the United Statistribt Court for the District of
Delaware. In its complaint, the Company alleged FEarchild has infringed and is infringing thrpatents pertaining to power supply contrc
integrated circuit devices. Fairchild answered@oenpany's complaint on November 7, 2008, denyifrgnigement and asking for a declarat
from the Court that it does not infringe any PoWweegrations patent and that the patents are itheald unenforceable. Fairchild's answer alsc
included counterclaims accusing the Company ofriging three patents pertaining to primary side @oeonversion integrated circuit devices.
Fairchild had earlier brought these same clainmesgeparate suit against the Company, also in Dedgwidnich Fairchild dismissed in favor of
adding its claims to the Company's already pendinigagainst Fairchild. The Company has answer@dHill's counterclaims, denying
infringement and asking for a declaration from @wurt that it does not infringe any Fairchild patend that the Fairchild patents are invalid.
Fairchild also filed a motion to stay the case,thetCourt denied that motion on December 19, 2@@8March 5, 2009, Fairchild filed a
motion for summary judgment to preclude any recp¥er post-verdict sales of parts found to infririgghe parties' other ongoing litigation,
described above, and the Company filed its opmosdind a cross-motion to preclude Fairchild froditigating the issues of infringement and
damages for those same products. On June 26, 2@08pourt held a hearing on the parties' motiond,an July 9, 2009 the Court issued an
order denying the parties' motions but staying @eaings with respect to the products that wereddarinfringe and which are subject to the
injunction in the other Delaware case between #régs pending the entry of final judgment in tbase; those products are expected to be
addressed in the context of the parties’ remandgaings following the appeal in their earliegitiion in Delaware, and the remainder of the
case is proceeding. On December 18, 2009, the @surtd an order construing certain terms in tBeréesd claims of the Company's and
Fairchild's patents in suit. Following the Courtiing on claim construction, Fairchild withdrevs itlaim related to one of its patents and
significantly reduced the number of claims asseftedhe remaining two patents. The parties théeediled and argued a number of motions
for summary judgment, and the Court denied the ritgjof the parties’ motions but granted the Comypmmotion to preclude Fairchild from
re-arguing validity positions that were rejectedhia prior case between the parties. Because #ignasl Judge retired at the end of July 2010,
the case was re-assigned to a different Judgethen@ourt vacated the trial schedule and had théparovide their input on the appropriate
course of action. The Court thereafter set a $gakdule with the jury trial on infringement andidiéy to begin in July 2011. On April 18,
2011, the Court rescheduled the trial to begimaimudry 2012, and on June 2, 2011, the Court mdweettial date to April 2012 to permit the
parties to address another patent the Company edtétgrchild of
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infringing. Following a trial in April 2012, the jy returned a verdict finding that Fairchild infges two of the Company's patents, that
Fairchild has induced others to infringe the Conympatents, and also upheld the validity of tHeriged patents. Of the two remaining
counterclaim patents Fairchild asserted in the,case was found not to be infringed, but the juoyrfd the second patent to be infringed by a
limited number of the Company's products, althotighjury further found the Company did not induciingement by any customers,
including customers outside the United States. @nckl 29, 2013, the District Court denied most efplarties' post-trial motions on liability
but granted the Company's motion for judgment amter of law finding that Fairchild infringed ahet of the Company's patents. On April
25, 2013, the Court denied both parties' motioganding the unenforceability of each other's pateflhe Company intends to challenge
adverse findings on appeal; nevertheless, the Coynpstimates that even if the verdict on Fairchifghtent were ultimately upheld, the sales
potentially impacted would amount to only about%0.8f the Company's revenues. The Company requastégunction preventing further
infringement of its own patents by Fairchild, ararehild requested an injunction as well; followiadiearing on the issue in June 2014, the
Court denied Fairchild's request for an injunctégainst the Company and granted the Company'sseffurean injunction against Fairchild.
On January 13, 2015, the District Court enteredlfimdgment on the liability and validity issuesdissed above, and both parties filed appea
with the Federal Circuit, which will be briefed datthis year. The Company is also seeking finartaahages, as well as enhanced damages f
willful infringement, issues to be decided in sepaproceedings at a later date.

On June 28, 2004, the Company filed a complainp&ent infringement in the U.S. District Court,rideern District of California,
against SG Corporation, a Taiwanese company, and.8. subsidiary. The Company's complaint alleébaticertain integrated circuits
produced by SG infringed and continue to infringet&in of its patents. On June 10, 2005, in respémshe initiation of the International Tra
Commission (ITC) investigation discussed above Ofstrict Court stayed all proceedings. Subseqteetite completion of the ITC
proceedings, the District Court temporarily liftée stay and scheduled a case management confe@m&ecember 6, 2006, SG filed a no
of appeal of the ITC decision as discussed aboveedponse, and by agreement of the parties, tteidiCourt vacated the scheduled case
management conference and renewed the stay ofquliogs pending the outcome of the Federal Cirqpeal of the ITC determination. On
November 19, 2007, the Federal Circuit affirmedIifi@'s findings in all respects, and SG did nat &l petition for review. The parti
subsequently filed a motion to dismiss the Dist@ourt case without prejudice. On November 4, 2808 Company re-filed its complaint for
patent infringement against SG and its parent catfums, Fairchild Semiconductor International,.land Fairchild Semiconductor
Corporation, to address their continued infringentdipatents at issue in the original suit thaergly emerged from SG requested
reexamination proceedings before the U.S. PatehTaexdemark Office (USPTO). The Company seeks, gnobtimer things, an order enjoining
Fairchild and SG from infringing the Company's pég¢eand an award of damages resulting from thgedlénfringement. Fairchild has denied
infringement and asked for a declaration from toar€that it does not infringe any Power Integnasipatent, that the patents are invalid, and
that one of the two of the Company's patents nowsaie in the case is unenforceable. On May 5, 20diechild and SG filed an amended
answer including counterclaims accusing the Comdiryfringing two patents, and since that timer€haild has withdrawn its claim for
infringement of on®f the patents it originally asserted against tbenGany but added another patent to the case o@&€dmpany's objectior
the Company contests these claims vigorously. Batties filed summary judgment motions and chaksng each other’s experts’ testimony,
and the Court granted the Company’s motion for samrjudgment of non-infringement with respect te @f Fairchild’s two patents.
Following a trial on the remaining claims in Felmua014, the jury returned a verdict in the Comparfigvor, affirming the validity of the
asserted claims of the Company’s patents-in-daijrig that Fairchild and SG infringed the Compangsserted patents and induced
infringement by others, and awarding $105.0 milliolamages. Although the jury awarded damagehjsastage of the proceedings the
Company cannot state the amount, if any, it midtrately recover from Fairchild, and no benefits/a been recorded in the Company’s
condensed consolidated financial statements asudt of the damages verdict. The Jury also rejeEggrthild’s remaining counterclaims for
infringement against the Company. Fairchild chajkshthese rulings in post-trial motions, but thagg confirmed the jury’s determinations on
infringement and damages, although the Court deglio find Fairchild’s infringement willful. Fairdd also pressed its unenforceability claim
with respect to one of the two patents it was fotmihfringe in post-trial briefing, but the Coudjected Fairchild’s unenforceability claim.
Fairchild also requested reconsideration of theatgen determinations, and the Court granted a nabwith respect to damages but none of
the other issues addressed in the previous tughédr proceedings with respect to the damageisiretill take place over the coming months,
with the retrial scheduled for December 2015.

In February 2010, Fairchild and System General {JSid suits for patent infringement against iempany, Power Integrations
Netherlands B.V., and representative offices of &olwtegrations Netherlands in Shanghai and Sher
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with the Suzhou Intermediate Court in the Peo@epublic of China. The suits assert four Chineserpia and seek an injunction and damage
of approximately $19.0 million . Power Integratiddstherlands filed invalidation proceedings forfalir asserted SG patents in the People's
Republic of China Patent Reexamination Board (P&Bhe State Intellectual Property Office (SIPQjdall four challenges were accepted by
the PRB, with hearings conducted in September 201®arly January 2012, the Company received ralingm the PRB invalidating the
majority of the claims Fairchild asserted in litige. The Suzhou Court conducted evidentiary hgarin 2012 and issued rulings in late
December 2012, finding that the Company did nainge any of the asserted patents. Fairchild fdpgeals challenging the Suzhou Court's
non-infringement rulings, and the appeals couNamjing held further hearings in the infringemerdqeedings, but Fairchild has since
dismissed its appeals, bringing the infringementpedings to a close in the first quarter of 2015.

On July 11, 2011, the Company filed a complairthimU.S. District Court, District of Columbia, agai David Kappos in his capacity
as Director of the United States Patent and Tradef#ice (“PTO") as part of the ongoing reexaminatproceedings related to one of the
patents asserted against Fairchild and SG in thewee litigation described above. The Companylfdemotion for summary judgment on a
preliminary jurisdictional issue, and the PTO filedross-motion to dismiss on this same issuefihgi®n those motions was completed in
October, 2011. On November 18, 2013, the Courttgththe PTO’s motion and transferred the casead-#deral Circuit, where additional
briefing has taken place and a hearing is schedateday 2015, with rulings expected in the comingnths.

On May 1, 2012, Fairchild Semiconductor Corporaamd Fairchild's wholly-owned subsidiary, Systerm&al Corporation (referred
to collectively as “Fairchild”), filed a complaiaigainst the Company in the United States Distrair€for the District of Delaware. In its
complaint, Fairchild alleges that the Company m&sriged and is infringing four patents pertaintogpower conversion integrated circuit
devices. The Company answered Fairchild's compldértying infringement and asking for a declarafiom the Court that it does not infrir
any Fairchild patent and that the Fairchild patangsinvalid, and the Company also asserted catlaters against Fairchild for infringement
five of the Company's patents. Fairchild has wislwd its claim for infringement of one of the pateittasserted against the Company after the
Company's preliminary challenge. Both parties Héded dispositive motions on a number of issuesl &ial is scheduled to begin on May 26,
2015.

The Company is unable to predict the outcome ddllpgoceedings with certainty, and there can basswarance that Power
Integrations will prevail in the abouaentioned unsettled litigations. These litigatiombether or not determined in Power Integratioagof ol
settled, will be costly and will divert the effoided attention of the Company's management anditadtpersonnel from normal business
operations, potentially causing a material adveffext on the business, financial condition andrafieg results. Currently, the Company is no
able to estimate a loss or a range of loss fooifyming litigation disclosed above, however advelsterminations in litigation could result in
monetary losses, the loss of proprietary rightbjesti the Company to significant liabilities, requPower Integrations to seek licenses from
third parties or prevent the Company from licengimgtechnology, any of which could have a matexiblerse effect on the Company's
business, financial condition and operating results

13. RECENT ACCOUNTING PRONOUNCEMENTS:

In May 2014, the Financial Accounting StandardsrBq&FASB") amended the existing accounting stadsl&or revenue recognition,
ASU 2014-09Revenue from Contracts with Customefdie amendments are based on the principle thiahve should be recognized to de
the transfer of promised goods or services to ousts in an amount that reflects the consideratiomhich the entity expects to be entitled in
exchange for those goods or services. The Compamguired to adopt the amendments in the firsttquaf 2017. Early adoption is not
permitted. The amendments may be applied retraspécto each prior period presented or retrospettiwith the cumulative effect
recognized as of the date of initial applicatioheTTompany is currently evaluating the impact efthamendments and the transition
alternatives on its consolidated financial statetsien

14. BANK LINE OF CREDIT:

On July 5, 2012, the Company entered into a Crsglieement (the "Credit Agreement") with two barikse Credit Agreement
provides the Company with a $100.0 million revotyime of credit to use for general corporate psgsowith a $20.0 million sublimit for the
issuance of standby and trade letters of credi. Ctedit Agreement was amended on April 1,
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2014, to extend the Credit Agreement terminaticie lamm July 5, 2015, to April 1, 2017, with alhet terms of the Credit Agreement
remaining the same. The Company's ability to boruoder the revolving line of credit is conditionggon the Company's compliance with
specified covenants, including reporting and finahcovenants, primarily a minimum cash requirenamd a debt to earnings ratio, with wh
the Company is currently in compliance. All advaoeader the revolving line of credit will becomeedan April 1, 2017, or earlier in the event
of a default. As of March 31, 2015 , the Compang ha letters of credit outstanding and no amoutdtanding under the credit agreement.

15. INDEMNIFICATIONS:

The Company sells products to its distributors urmdatracts, collectively referred to as DistribuBales Agreements (“DSA”). Each
DSA contains the relevant terms of the contracam@Engement with the distributor, and generallyudes certain provisions for indemnifying
the distributor against losses, expenses, anditiabifrom damages that may be awarded againdditttiebutor in the event the Company's
products are found to infringe upon a patent, cgyy trademark, or other proprietary right of adhparty (“Customer Indemnification”). The
DSA generally limits the scope of and remediedtierCustomer Indemnification obligations in a vBrief industry-standard respects,
including, but not limited to, limitations based time and geography, and a right to replace ammigifig product. The Company also, from t
to time, has granted a specific indemnificatiomtitp individual customers.

The Company believes its internal development Eeeg and other policies and practices limit itsosupe related to such
indemnifications. In addition, the Company requitesemployees to sign a proprietary informatiod aventions agreement, which assigns
rights to its employees' development work to thenBany. To date, the Company has not had to reirelang of its distributors or customers
for any losses related to these indemnificatiorsremmaterial claims were outstanding as of Marth?®15 . For several reasons, including
the lack of prior indemnification claims and thekabf a monetary liability limit for certain infrjiement cases, the Company cannot determin
the maximum amount of potential future paymentanif, related to such indemnifications.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should kbad in conjunction with the
condensed consolidated financial statements anddhes to those statements included elsewherésiQinarterly Report on Form 10-Q, and
with the consolidated financial statements and ngan@ent's discussion and analysis of our finanaaldition and results of operations in our
Annual Report on Form -K for the year ended December 31, 2014, filed WithSEC on February 10, 2015. This discussionaiosit
forward-looking statements that involve risks and uncettes. Our actual results could differ materialiprin those contained in these
forward-looking statements due to a number of factorduiting those discussed in Part I, Item 1A-“Riskckas” and elsewhere in this
report. See also “Cautionary Note Regarding Forwdmbking Statements” at the beginning of this repor

Overview

We design, develop and market analog and mixedabigtegrated circuits (ICs) and other electroramponents and circuitry used in
high-voltage power conversion. Our products are isg@ower converters that convert electricity frarhigh-voltage source (typically 48 volts
or higher) to the type of power required for a s$ipett downstream use. In most cases, this convemsiails, among other functions, conver
alternating current (AC) to direct current (DC)vice versa, reducing or increasing the voltage,ragdlating the output voltage and/or current
according to the customer's specifications.

A large percentage of our products are ICs us&OfDC power supplies, which convert the high-volia&C from a wall outlet to the
low-voltage DC required by most electronic devideswer supplies incorporating our products are ugddall manner of electronic products
including mobile phones, computers, entertainmadtreetworking equipment, appliances, electroniitytineters, industrial controls and LED
lights.

Since our May 2012 acquisition of CT-Concepthirelogie AG (Concept), we also offer IGBT driversrcuit boards containing
multiple ICs, electrical isolation components atlgeo circuitry - used to operate arrays of hightagé, high-power transistors known as IGBT
modules. These driver/module combinations are tmeplower conversion in high-power applications.(ipower levels ranging from tens of
kilowatts up to one gigawatt) such as industriator® solar- and wind-power systems, electric Mekiand high-voltage DC transmission
systems.

Our products bring a number of important benefithe poweronversion market compared with less advancednaltiees, including
reduced component count and design complexity,lemgite, higher reliability and reduced time-torked. Our products also improve the
energy efficiency of power converters, helping oustomers meet the increasingly stringent effigiestandards that have been adopted arour
the world for many electronic products, and impnayvihe efficacy of renewable-energy systems, éteetthicles and other high-power
applications.

While the size of the power-supply market fluctgatdth changes in macroeconomic conditions, theketdras generally exhibited a
modest growth rate over time as growth in the wolitmes of power supplies has largely been offgatductions in the average selling price
of components in this market. Therefore, the groeftbur business depends primarily on our penetnatf the power supply market, and our
success in expanding the addressable market lpgdinting new products that address a wider rangplications. Our growth strategy
includes the following elements:

» Increase the penetration of our ICs in *low-power” AC-DC power supply markeThe largest proportion of our revenues
comes from power-supply applications requiring Stevof output or less. We continue to introduceeraxlvanced products
that make our IC-based solutions more attractiv@i;imarket. We have also increased the size 0$ales and field-
engineering staff considerably in recent years,wedontinue to expand our offerings of techniaaumentation and design-
support tools and services to help customers uséCau These tools and services include our Pl EXpalesign software,
which we offer free of charge, and our transforse@mple service.

* Increase the penetration of our products in hi-power applicationsWe believe we have developed and acquired
technologies and products that enable us to bhiadpénefits of integration to applications reqgrimore than 50 watts of
output. These include such applications as mairepawpplies for flat-panel TVs,
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desktop PCs, game consoles and, by virtue of ayuisition of Concept, IGBT-driver applications sumhindustrial motors,
renewable energy systems and electric vehicles.

* Capitalize on the growing demand for more enerdigiefit electronic products and lighting technolesgi and for cleaner
energy and transportation technologi®ge believe that energy-efficiency is becoming ameasingly important design
criterion for power supplies due largely to the egeace of standards and specifications that engeuemnd in some cases
mandate, the design of more energy-efficient edaétrproducts. Power supplies incorporating oura@sgenerally able to
comply with all known efficiency specifications cently in effect.

Additionally, technological advances combined withulatory and legislative actions are resultinthim adoption of
alternative lighting technologies such as light-ttimg diodes, or LEDs. We believe this presentigaificant opportunity for
us because our ICs are used in driver (i.e. poweplg) circuitry for high-voltage LED lighting apiphtions. Finally, the
growing desire for less carbon-intensive sourcesnefgy and modes of transportation representpportunity for us since
our IGBT drivers are used in renewable-energy systas well as electric trains and electric vehicles

Our quarterly operating results are difficult t@egict and subject to significant fluctuations. Wanpour production and inventory
levels based on internal forecasts of projectetbousr demand, which are highly unpredictable amdfieectuate substantially. Customers
typically may cancel or reschedule orders on shatite without significant penalty and, converselffen place orders with very short lead
times to delivery. Also, external factors such gl economic conditions and supply-chain dynarnas cause our operating results to be
volatile. Furthermore, because our industry isria&dy price-sensitive, our gross margin (grossipddfided by net revenues) is subject to
change based on the relative pricing of solutitias tompete with ours. Variations in product mixd-enarket mix and customer mix can also
cause our gross margin to fluctuate. Because wehpge a large percentage of our silicon wafers foamdries located in Japan, our gross
margin is influenced by fluctuations in the exchamgte between the U.S. dollar and the Japanes€yamges in the prices of raw materials
used in our products, such as copper and goldalsaraffect our gross margin. Although our wafdyrfzation and assembly operations are
outsourced, as are most of our test operationsytaop of our production costs are fixed in natuks.a result, our unit costs and gross margin
are impacted by the volume of units we produce.

Recent Resul

Our net revenues were $82.6 million and $83.1 amlin the three months ended March 31, 2015 and,2@%pectively. The decrease
in 2015 revenues was due primarily to lower uni¢santo the computer end-market, reflecting reduvarket demand for power supplies for
desktop computers, and the industrial end-maraegely reflecting lower unit sales of IGBT drivdes fossil fuel exploration and energy
distribution applications. These reductions wendially offset by higher unit sales into the comraations end-market, driven by increased
sales into mobile-device chargers, and by our attipi of CamSemi, whose products are used prisnarithe communications end-market.
Sales into the consumer end-market also increasfelcting increased penetration of our products @onsumer-appliance applications. Our
top ten customers, including distributors that HeseOEMs and merchant power supply manufactu@espunted for 60% and 59% of our net
revenues in the three months ended March 31, 2042614, respectively. Our top customer, a distabaf our products, accounted for
approximately 22% of our net revenues in the tlmeaths ended March 31, 2015, and 19% in the quooreting period of 2014. International
sales accounted for 96% and 95% of our net reveinubs three months ended March 31, 2015 and 2@spectively.

Our gross margin was 51.2% and 55.3% in the thie&ms ended March 31, 2015 and 2014, respectiVély.decrease in gross
margin for the three months ended March 31, 2@&IBnpared with the same period in the prior yeas e primarily to an unfavorable
change in end-market mix, with a greater percentdgevenue coming from lower-margin end marketisaddition, we incurred higher period
costs resulting from the amortization of intangibéad inventory write-up related to our acquisitidrCamSemj which took place in the first
quarter of 2015 (refer to Note 1A¢quisition, in our Notes to Condensed Consolidateddticial Statements, for details)

Total operating expenses were $35.3 million andZ&3llion in the three months ended March 31, 2848 2014, respectively. The
yearover-year increase was due primarily to incredmsaticount in research and development ("R&D") arghles and marketing ("S&M") as
a result of our acquisition of CamSemvhich increased payroll and related expensesitidddl R&D increases resulted froemgineering-
materials and equipment-depreciation expensesppastiof our product-
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development efforts. These increases were partéiibet bydecreased S&M expenses, specifically lower intdegilsset amortization expense
as our Concept trade name was fully amortized &élseo§econd quarter of 2014.

Critical Accounting Policies and Estimates

The preparation of financial statements and reldisclosures in conformity with accounting prineglgenerally accepted in the
United States of America (“U.S. GAAPtgquires management to make estimates and assmsfhiat affect the reported amounts of asset
liabilities and disclosures of contingent asset$ labilities at the date of the financial statetsesnd the reported amounts of revenues and
expenses during the reporting period. On an ongo#sis, we evaluate our estimates, including thietsl below. We base our estimates on
historical facts and various other assumptionsileabelieve to be reasonable at the time the ettgrare made. Actual results could differ
from those estimates.

Our critical accounting policies are as follows:

e revenue recognitio

e stockbased compensatic

e estimating writedowns for excess and obsolete invent
* income taxe!

* business combinations; ¢

» goodwill and intangible asse

Our critical accounting policies are importantte portrayal of our financial condition and reswf®perations, and require us to
make judgments and estimates about matters thatlaeently uncertain. A brief description of thesi#ical accounting policies is set forth
below. For more information regarding our accounolicies, see Note Summary of Significant Accounting Policjéa our Notes to
Condensed Consolidated Financial Statements.

Revenue recognition

Product revenues consist of sales to original egaig manufacturers, or OEMs, merchant power suplyufacturers and
distributors. Approximately 75% of our net prodsates were made to distributors in the three mosrlded March 31, 201%nd in the twelv
months ended December 31, 2014. We apply the poogi®f Accounting Standard Codification (“ASC”)%500 (“ASC 605-10") and all
related appropriate guidance. Revenue is recognibesh all of the following criteria have been m@l persuasive evidence of an arrangemet
exists, (2) delivery has occurred, (3) the pricixisd or determinable, and (4) collectability @asonably assured. Customer purchase orde
generally used to determine the existence of angament. Delivery is considered to have occurrdeeinaitle and risk of loss have transferred
to our customer. We evaluate whether the pricxésifor determinable based on the payment ternm@ted with the transaction and whethet
the sales price is subject to refund or adjustmfith respect to collectability, we perform creditecks for new customers and perform
ongoing evaluations of our existing customers'rfimal condition and require letters of credit whegredeemed necessary.

Sales to international OEM customers and merchamepsupply manufacturers that are shipped fronfaility in California are
pursuant to delivered at frontier, or DAF, shipptegns. As such, title to the product passes t@tistomer when the shipment reaches the
destination country and revenue is recognized dperarrival of the product in that country. Saleéternational OEMs and merchant power
supply manufacturers for shipments from our facitititside of the United States are pursuant to EOfR&] or EXW, shipping terms, meaning
that title to the product transfers to the custoomon shipment from our foreign warehouse. ShipgenOEMs and merchant power supply
manufacturers in the Americas are pursuant todreboard, or FOB, point of origin shipping termsamiag that title is passed to the customer
upon shipment. Revenue is recognized upon titlestea for sales to OEMs and merchant power supplyufacturers, assuming all other
criteria for revenue recognition are met.

Sales to most distributors are made under terrawily certain price adjustments and rights of metwm our products held by the
distributors. As a result of these rights, we défierrecognition of revenue and the costs of regsmerived from sales to distributors until our
distributors report that they have sold our produettheir customers. Our recognition of such itistor sell-through is based on point of sales
reports received from the distributor, at whichdithe price is no longer subject to adjustmentiaiided, and the products are no longer
subject to return to us except pursuant to warrgertys. The gross profit that is deferred uponrsieipt to the distributor is reflected as
“deferred income on sales to distributors” in tike@npanying consolidated balance sheets. Thedefatred revenue as of March 31, 2015,
and December 31, 2014 , was
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approximately $30.0 million and $25.0 million , pestively. The total deferred cost as of MarchZ115 , and December 31, 2014 , was
approximately $12.7 million and $9.8 million , resgively.

Frequently, distributors need to sell at a pricgdpthan the standard distribution price to winibess. At the time the distributor
invoices its customer, or soon thereafter, theitistor submits a “ship and debit” price adjustmelaim to us to adjust the distributor's cost
from the standard price to the pre-approved lowkeepAfter we verify that the claim was pre-appedya credit memo is issued to the
distributor for the ship and debit claim. We mainta reserve for these unprocessed claims andsfonated future ship and debit price
adjustments. The reserve appears as a reductamctunts receivable and deferred income on saldistributors in our accompanying
consolidated balance sheets. To the extent fuhipeasid debit claims significantly exceed amoustingated, there could be a material impact
on the deferred revenue and deferred margin ulélnaécognized. To evaluate the adequacy of owrves, we analyze historical ship and
debit payments and levels of inventory in the distior channels.

Sales to certain of our distributors are made utetens that do not include rights of return or primncessions after the product is
shipped to the distributor. Accordingly, producteaue is recognized upon shipment and title traresfeuming all other revenue recognition
criteria are met.

Stock-based compensation

We apply the provisions of ASC 718-1%hare-Based Paymentnder the provisions of ASC 718-10, we recogieefair value of
stock-based compensation in our financial statesn@ver the requisite service period of the indiaidgrants, which generally equals a four-
year vesting period. We use estimates of volatiégpected term, ri-free interest rate, dividend yield and forfeitunesletermining the fair
value of these awards and the amount of compemsagipense to recognize. Changes in the estimattsitime rate could result in changes to
our current compensation charges for historicahigra

Estimating write-downs for excess and obsolete inagory

When evaluating the adequacy of our valuation anfjests for excess and obsolete inventory, we ifleeticess and obsolete prodt
and also analyze historical usage, forecasted ptmiubased on demand forecasts, current econoerids and historical write-offsThis
write-down is reflected as a reduction to inventioryhe consolidated balance sheets and an inchea&sst of revenues. If actual market
conditions are less favorable than our assumptisasnay be required to take additional wi@ans, which could adversely impact our cos
revenues and operating results.

Income taxes

Income-tax expense is an estimate of current indaixes payable or refundable in the current figeak based on reported income
before income taxes. Deferred income taxes refffeceffect of temporary differences and carryfodgahat are recognized for financial
reporting and income-tax purposes.

We account for income taxes under the provisiomd8S€ 740. Under the provisions of ASC 740, defeteedassets and liabilities are
recognized based on the differences between thadial statement carrying amounts of existing assedl liabilities and their respective tax
bases, utilizing the tax rates that are expecteghpdy to taxable income in the years in which éhtesnporary differences are expected to be
recovered or settled. We recognize valuation altmea to reduce any deferred tax assets to the drtimirwe estimate will more likely than
not be realized based on available evidence andgeanent's judgment. We limit the deferred tax assetognized related to certain officers'
compensation to amounts that we estimate will lshiciéble in future periods based upon Internal ReeeCode Section 162(m). In the event
that we determine, based on available evidencerarthgement judgment, that all or part of the nétrded tax assets will not be realized in
future, we would record a valuation allowance i@ pieriod the determination is made. In additior,dalculation of tax liabilities involves
significant judgment in estimating the impact otartainties in the application of complex tax laResolution of these uncertainties in a
manner inconsistent with our expectations coulcer@material impact on our results of operatiorsfarancial position.

As of March 31, 2015 , we maintain a full valuatalfowance on our California and New Jersey defetag assets as we do not
believe that it is more likely than not that théetteed tax assets will be fully realized. We alsaimtain a valuation allowance on capital losses
for federal purposes and a valuation allowance vésipect to our deferred tax assets relating tertadits in Canada.
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In the quarter ended June 30, 2014, we settledth&hRS and closed out our tax examination foryesrs 2007 through 2009. The
resolution of the audit resulted in a federal aiadestax benefit of $2.8 million and $0.5 milliorespectively, and was recorded in our 2014
financial statements.

Business combinations

The purchase price of an acquisition is allocatetthé underlying assets acquired and liabilitiessiaged based upon their estimated
fair values at the date of acquisition. To the ekthe purchase price exceeds the fair value oh#hédentifiable tangible and intangible assets
acquired and liabilities assumed, such excesddsaed to goodwill. We determine the estimatedvalues after review and consideration of
relevant information, including discounted cashwio quoted market prices and estimates made bygearent. We adjust the preliminary
purchase price allocation, as necessary, duringhttesurement period of up to one year after thaisitign closing date as we obtain more
information as to facts and circumstances exisdiniipe acquisition date impacting asset valuatinsliabilities assumed. Acquisition-related
costs are recognized separately from the acquisitial are expensed as incurred.

Gooduwill and intangible assets

In accordance with ASC 350-1Goodwill and Other Intangible Assetge evaluate goodwill for impairment on an annuaifeor as
other indicators of impairment emerge. The provisiof ASC 350-10 require that we perform a two-gepairment test. In the first step, we
compare the implied fair value of our single rejmgrtunit to its carrying value, including goodwil.the fair value of our reporting unit excet
the carrying amount no impairment adjustment isiiregl. If the carrying amount of our reporting uexiceeds the fair value, step two will be
completed to measure the amount of goodwill impairtioss, if any exists. If the carrying value af gingle reporting unit's goodwill exceeds
its implied fair value, then we record an impairtiess equal to the difference, but not in excdshe carrying amount of the goodwill. Under
the amendments of ASC 350-10, ASU No. 20117esting Goodwill for Impairmentye have the option to first assess qualitativeoiacto
determine whether the existence of events or cistantes leads to a determination that it is mé&edylithan not that the fair value of a
reporting unit is less than its carrying amountvéf elect this option, and after assessing thditiotd events or circumstances we determine
not more likely than not that the fair value ofeporting unit is less than its carrying amountntperforming the two-step impairment test is
unnecessary. We have not elected this option & @&t part of our annual impairment evaluation,reséewed goodwill for impairment in the
fourth quarter 2014, and concluded that no impantnegisted as of December 31, 2014 . Additionallyjmpairment indicators have been
identified during the three months ended March281,5 .

ASC 350-10 also requires that intangible assets @stimable useful lives be amortized over theipeetive estimated useful lives,
and reviewed for impairment in accordance with AMD-10,Accounting for the Impairment or Disposal of Lonigdd Assets We review
long-lived assets, such as acquired intangiblepragess research and development and propertggngment, for impairment whenever
events or changes in circumstances indicate tieatdtrying amount of an asset may not be recoweriiid measure recoverability of assets to
be held and used by a comparison of the carryinguatof an asset to estimated undiscounted futash ows expected to be generated b
asset. If the carrying amount of an asset excegsdsfiimated future cash flows, we recognize araiment charge by the amount by which the
carrying amount of the asset exceeds the fair vafitiee asset.
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Results of Operations

The following table sets forth certain operatingedas a percentage of net revenues for the penditsated.

Three Months Ended

March 31,
2015 2014

Net revenues 100.C % 100.(%
Cost of revenues 48.¢ 447
Gross profit 51.2 558
Operating expenses:

Research and development 18.1 16.2
Sales and marketing 14.7 14.€
General and administrative 10.C 9.2
Total operating expenses 42.¢ 40.C
Income from operations 8.4 153
Other income (expense), net 0.9 0.2
Income before income taxes 8.1 15.€
Provision for income taxes 0.t 0.8
Net income 7.€% 14.8%

Comparison of the Three Months Ended March 31, 20162014

Net revenuedNet revenues consist of revenues from product saleish are calculated net of returns and allowanbiet revenues fi
the three months ended March 31, 2015 and 2014, $&2.6 million and $83.1 million, respectively.eftiecrease in 2015 revenues was due
primarily to lower unit sales into the computer andrket, reflecting reduced market demand for pcswgplies for desktop computers, and the
industrial end-market, largely reflecting lower uséles of IGBT drivers for fossil fuel exploratiand energy distribution applications. These
reductions were partially offset by higher unitesainto the communications end-market, driven loyeiased sales into mobile-device chargers
and by our acquisition of CamSemi, whose produetsiaed primarily in the communications end-mar8eies into the consumer end-market
also increased, reflecting increased penetratiamuoproducts into consumer-appliance applications.

Our net revenue mix by end market for the threetimoanded March 31, 2015 , compared to the threghm@nded March 31, 2014 ,
were as follows:

Three Months Ended

March 31,
End Market 2015 2014
Communications 21% 18%
Computer 8% 10%
Consumer 38% 37%
Industrial 33% 35%

International sales, consisting of sales outsidia@fUnited States of America based on “ship t@tomer locations, were $78.9
million and $79.1 million in the three months endéarch 31, 2015 and 2014, respectively. Althougivg@oconverters using our products are
distributed to end markets worldwide, most are nfiactured in Asia. As a result, sales to this regiEpresented 79% of our net revenues in th
three months ended March 31, 2015, and 79% ohtexé the corresponding period of the prior y&ée. expect international sales, and sales
to the Asia region in particular, to continue ta@unt for a large portion of our net revenues mftiture.

Sales to distributors accounted for 75% of netmees in both the three months ended March 31, 2ad#i52014. Direct sales to OE!
and power-supply manufacturers accounted for timaeder.
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One customer, a distributor of our products, actadifor more than 10% of our net revenues in theettmonths ended March 31,
2015 and 2014, as shown in the following table:

Three Months Ended
March 31,
Customer 2015 2014
Avnet 22% 19%

No other customers accounted for 10% or more ohetirevenues in these periods.

Gross profit.Gross profit is net revenues less cost of reverfDescost of revenues consists primarily of costoaiated with the
purchase of wafers from our contracted foundries assembly, packaging and testing of our productib-contractors, product testing
performed in our own facilities, amortization oga@red intangible assets, and overhead associatedhe management of our supply chain.
Gross margin is gross profit divided by net reven(de table below compares gross profit and graag)in for the three months ended
March 31, 2015 and 2014 (dollars in millions):

Three Months Ended

March 31,
2015 2014
Net revenues $ 826 % 83.1
Gross profit $ 42 % 46.C
Gross margin 51.2% 55.2%

The decrease in gross margin for the three momttisceMarch 31, 2015 , compared with the same pémitite prior year was due
primarily to an unfavorable change in end-market, mith a greater percentage of revenue coming fimmer-margin end markets. In additic
we incurred higher period costs resulting fromdhortization of intangibles and inventory writeta@ated to our acquisition of CamSemi
which took place in the first quarter of 2015 (ref@ Note 10Acquisition, in our Notes to Condensed Consolidateddficial Statements, for
details).

Research and development expenResearch and development, or R&D, expenses cqugisarily of employee-related expenses,
including stock-based compensation, and expens¢gtialaand facility costs associated with the depetent of new technologies and new
products. We also record R&D expenses for prototyaters related to new products until such prodaotsreleased to production. The table
below compares R&D expenses for the three montdleceMarch 31, 2015 and 2014 (dollars in millions):

Three Months Ended

March 31,
2015 2014
Net revenues $ 82.¢ $ 83.1
R&D expenses $ 14¢ % 13.t
R&D expenses as a % of net regenu 18.1% 16.2%

R&D expenses increased in the three months endedhM&., 2015 , compared to the same period in 2ZDid year-overear increas
was due primarily to the addition of employeesdnmection with our acquisition of CamSemi (refeNtmte 10,Acquisition, in our Notes to
Condensed Consolidated Financial Statements, failsle The increase in headcount caused a comelapgincrease in salary and other
employee-related expenses. In addition, manufagjuand engineering-materials and equipment-defiegiaxpenses increased, all in suppor
of our product-development efforts.

Sales and marketing expens8ales and marketing, or S&M, expenses consist pilyra employee-related expenses, including

stock-based compensation, commissions to salessemtatives, amortization of intangible assetsfacitities expenses, including expenses
associated with our regional sales and suppotexfi
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The table below compares sales and marketing egpdasthe three months ended March 31, 2015 ahd @fbllars in millions):

Three Months Ended

March 31,
2015 2014
Net revenues $ 82 % 83.1
Sales and marketing expenses $ 121 % 12.1
Sales and marketing expenses as a % of netueven 14.7% 14.€%

Sales and marketing expenses remained flat imtiee imonths ended March 31, 2015 , compared tsatime period in 2014.
Increased expenses driven by the addition of enggi®yn connection with our acquisition of CamSemwifief to Note 10Acquisition, in our
Notes to Condensed Consolidatenancial Statements, for details) were offset bgerelase in amortization of intangible assets, as ou
Concept trade name was fully amortized as of toerst quarter of 2014.

General and administrative expensé&neral and administrative, or G&A, expenses copsisarily of employee-related expenses,
including stock-based compensation expenses, foirastration, finance, human resources and gemeaalagement, as well as consulting,
professional services, legal and audit expensestaiile below compares G&A expenses for the threetins ended March 31, 2015 and 2014
(dollars in millions):

Three Months Ended

March 31,
2015 2014
Net revenues $ 826 % 83.1
G&A expenses $ 8% § 7.€
G&A expenses as a % of net reeenu 10.(% 9.2%

G&A expenses increased in the three months ended\Vgd, 2015 , compared to the same period in 20@dprimarily to the
following: (1) increased legal expenses as a reguitgher patent-litigation fees in connectionwatur Fairchild litigation, (2) increased stock-
based compensation expenses due to the higherkstlck-based awards granted in the first quaft@015 versus 2014, and (3) acquisition
related expenses in connection with our acquisoGamSemi.

Other income (expense), néther income (expense), net consists primarilyntrest income earned on cash and cash equisalent
marketable securities and other investments, amgiigio exchange gains or losses. The table belovwpaoes other income (expense), net for
three months ended March 31, 2015 and 2014 (daiiarsllions):

Three Months Ended

March 31,
2015 2014
Net revenues $ 82.€ $ 83.1
Other income (expense) $ 02 $ 0.2
Other income (expense) as a ¥tebfevenue (0.9% 0.2%

Other income (expense), net decreased in the thoe¢hs ended March 31, 2015 , compared to the panied in 2014 due primarily
to the unfavorable impact of foreign currency moeats relative to the U.S. dollar and the related lcognized from the remeasurement of
monetary foreign currency assets and liabilitieswf Swiss subsidiary.

Provision for income taxesProvision for income taxes represents federatesind foreign taxes. The table below comparesviee
tax expense for the three months ended March 35 2Ad 2014 (dollars in millions):

Three Months Ended

March 31,
2015 2014
Income before provision for incotages $ 6.7 $ 13.C
Provision for income taxes $ 04 $ 0.€
Effective tax rate 5.6% 4.8%
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Our effective tax rates for the three months enlliedch 31, 2015 and 2014, were 5.8% and 4,8%spectively. In both the thi
months ended March 31, 2015 and 2014, the effetdiveates were lower than the statutory fedei@rime-tax rate of 35%rimarily due to th
beneficial impact of the geographic distributioroof world-wide earnings.

Liquidity and Capital Resources

As of March 31, 2015, we had $173.2 million intgasash equivalents and short-term marketable giesa decrease of
approximately $2.1 million from $175.3 million aE@ecember 31, 2014. As of March 31, 2015 , weWwarking capital, defined as current
assets less current liabilities, of $203.4 milliardecrease of approximately $7.4 million from $81fillion as of December 31, 2014.

On July 5, 2012, we entered into a credit agreergibat'Credit Agreement”) with two banks. The Ctetjreement provides us witt
$100.0 million revolving line of credit to use fgeneral corporate purposes with a $20.0 millionlgual for the issuance of standby and trade
letters of credit. The Credit Agreement was ameratedpril 1, 2014, to extend the Credit Agreememtrtination date from July 5, 2015 to
April 1, 2017, with all other terms of the Credigeement remaining the same. Our ability to borooer the revolving line of credit is
conditioned upon our compliance with specified amms, primarily a minimum cash requirement anelat-to-earnings ratio, with which we
are currently in compliance. The Credit Agreementinates on April 1, 2017, and all advances utiterevolving line of credit will become
due on such date, or earlier in the event of auliefas of March 31, 2015 , we had no amounts auiding under our agreement.

Operating activities generated cash of $17.7 mmilliothe three months ended March 31, 2015 . Neetire for this period was $6.3
million; we also incurred non-cash depreciationpaimation and stock-based compensation expensg$.0fmillion, $1.8 million and $4.4
million, respectively. Significant changes in assatd liabilities included a $2.0 million increasealeferred income on sales to distributors due
to increased inventory levels at our distributpesitially off-set by a $1.1 million decrease inaed liabilities due to lower accrued
professional fees and lower customer prepaymeniaath 31, 2015, compared to December 31, 2014.

Operating activities generated cash of $16.2 milliothe three months ended March 31, 2014. Netnrecfor this period was $12.4
million; we also incurred non-cash depreciationpaimation and stock-based compensation expensg$.0fmillion, $1.9 million and $3.9
million, respectively. Significant changes in assatd liabilities included: (1) a $3.9 million dease in deferred income taxes due primarily tc
the adoption of a new accounting standard, ASU 20:3and (2) a $2.1 million increase in deferrecbime on sales to distributors, due to
increased inventory levels at our distributorsaetihg lower-than-expected sales in the first qaraifhese sources of cash and non-cash item:
were partially offset by: (1) a $5.7 million incesain inventory, reflecting both lower-than-expélcsales in the first quarter as well as
anticipated growth in future quarters; (2) a $5iBiom decrease in taxes payable and accrued iiggsilrelated primarily to the aboveentione:
adoption of ASU 2013-11, and a decrease in emplogieted liabilities; and (3) a $4.0 million inceEain accounts receivable due to the timing
of cash receipts in March 2014 compared to Dece2®EB.

Our investing activities in the three months enbitzdich 31, 2015 , resulted in net cash proceed8 df &iillion, consisting primarily
of $26.8 million of proceeds from the sale of maakde securities, partially off-set by $15.4 miflio net cash paid for the acquisition of
CamSemi (refer to Note 18cquisition, in our Notes to Condensed Consolidated Fina®tatements, for details) and $3.3 million for
purchases of property and equipment, primarily rivearly and equipment for production. Our investigg\ties in the three months ended
March 31, 2014, resulted in a $29.2 million net akeash, consisting primarily of: $4.5 million fpurchases of property and equipment,
primarily machinery and equipment for production @esearch and development; and $24.8 millionHergurchase of marketable securities.

Our financing activities in the three months entiadch 31, 2015 , resulted in a $0.8 million net aseash. Financing activities
consisted primarily of $3.5 million for the paymeitdividends to stockholders and $0.8 million floe repurchase of our common stock,
partially offset by proceeds of $3.5 million frohmetissuance of common stock, including the exefigamployee stock options and the
issuance of shares through our employee stock psecplan. Our financing activities in the three therended March 31, 2014, resulted in ne
cash proceeds of $4.0 million. Financing activifimsthis period consisted primarily of proceeds@f0 million from the issuance of common
stock, including the exercise of employee stockomstand the issuance of shares through our emplstpek purchase plan, partially offset by
$3.0 million for the payment of dividends to stoolders.
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In October 2013, our board of directors declarad fpuarterly cash dividends in the amount of $gé0share to be paid to
stockholders of record at the end of each quamt20iL4. In April 2014, our board of directors iresed the dividend payments for the third an
fourth quarters of 2014 to $0.12 per share. A papbapproximately $3.0 million occurred on eachMsrch 31, 2014, and June 30, 2014, anc
a payout of approximately $3.5 million occurredeath of September 30, 2014, and December 31, 2®J4nuary 2015, our board of
directors extended the $0.12 quarterly dividendugh each quarter in 2015. The first quarterlydéwid payment of $3.5 million was made on
March 31, 2015. The declaration of any future adistdend is at the discretion of the board of dioes and will depend on our financial
condition, results of operations, capital requirategbusiness conditions and other factors, asasedl determination that cash dividends are it
the best interests of our stockholders.

In October 2012, our board of directors authoriteduse of $50.0 million for the repurchase of cammon stock, and in the year
ended December 31, 2014 , our board of directdimaized the use of an additional $75.0 million theis purpose, with repurchases to be
executed according to pre-defined price/volume glings. No shares were purchased during the theeghs ended March 31, 2014, as the
stock price levels exceeded the pre-defined pritgedines mentioned above, and in the three moentded March 31, 2015 , we purchased
approximately 17,000 shares for $0.8 million . AdMarch 31, 2015 , we had $22.9 million remainingaur repurchase program.
Authorization of future repurchase programs ishatdiscretion of the board of directors and wilbeled on our financial condition, results of
operations, capital requirements, business comditamd other factors.

As of March 31, 2015we had a contractual obligation related to incéaxe which consisted primarily of unrecognized teexefits of
approximately $11.8 million. A portion of the taklmation is classified as longgrm income taxes payable and a portion is recoirdddferrec
tax assets in our condensed consolidated balaeet. Sthe settlement period for our income tax ligds cannot be determined; however, they
are not expected to be due within the next year.

There were no material changes in our contractraingsitments from those reported in our Annual ReparEForm 10-K for the year
ended December 31, 2014.

Our cash, cash equivalents and investment balanagshange in future periods due to changes iplaunned cash outlays, including
changes in incremental costs such as direct andration costs related to future acquisitions. Weeet continued sales growth in our foreign
business and plan to use the earnings generatedrigreign subsidiaries to continue to fund bdih working capital and growth needs of our
foreign entities, along with providing funding fany future foreign acquisitions. We do not provideU.S. taxes on our undistributed earning:
of foreign subsidiaries that we intend to investgfinitely outside the U.S., unless such taxeo#irerwise required under U.S. tax law.
Beginning in 2013, we determined that a portioowf foreign subsidiaries current and future earmimgy be remitted prospectively to the
U.S. for domestic cash flow purposes and, accolgipgovided for the related U.S. taxes in our aditsted financial statements. Currently
majority of our cash and marketable securitieshatd in the U.S. If we change our intent to inveast undistributed earnings outside the U.S.
indefinitely or if a greater amount of undistribdtearnings are needed for U.S. operations thanqugly anticipated and for which U.S. taxes
have not been recorded, we would be required tauaawr pay U.S. taxes (subject to an adjustmerfofeign tax credits, where applicable) :
withholding taxes payable to various foreign coi@stion some or all of these undistributed earniAgsof December 31, 2014, we had
undistributed earnings of foreign subsidiaries #Hratindefinitely invested outside of the U.S. ppeximately $144.0 million.

If our operating results deteriorate during theaader of 2015 as a result of a decrease in custdemand, pricing pressure, or other
factors, our ability to generate positive cash ffoem operations may be jeopardized. In that casemay be forced to use our cash, cash
equivalents and short-term investments, use odlitagreement or seek additional financing fromdhuarties to fund our operations. We
believe that cash generated from operations, tegetih existing sources of liquidity, will satisbur projected working capital and other cash
requirements for at least the next 12 months.

Off-Balance-Sheet Arrangements
As of March 31, 2015, we did not have any off-bakasheet arrangements or relationships with umdidlased entities or financial

partnerships, such as entities often referred &irastured finance or special purpose entitieschvhre typically established for the purpose of
facilitating off-balance sheet arrangements or otloatractually narrow or limited purposes.

38




Table of Contents
Recent Accounting Pronouncements

In May 2014, the Financial Accounting StandardsrBq&FASB") amended the existing accounting stadsl&or revenue recognition,
ASU 2014-09Revenue from Contracts with Customefdie amendments are based on the principle thiahve should be recognized to de
the transfer of promised goods or services to ousts in an amount that reflects the consideratiomhich the entity expects to be entitled in
exchange for those goods or services. We are estjtoradopt the amendments in the first quart@0af7. Early adoption is not permitted. The
amendments may be applied retrospectively to edohperiod presented or retrospectively with thenalative effect recognized as of the ¢
of initial application. We are currently evaluatitige impact of these amendments and the transittematives on our consolidated financial
statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

There has not been a material change in our expasuoreign currency exchange and interest rakes firom that described in our
2014 Annual Report on Form 10-K.

Interest Rate RislOur exposure to market risk for changes in interasts relates primarily to our investment portfoliVe consider
cash invested in highly liquid financial instrumemtith a remaining maturity of three months or lasthe date of purchase to be cash
equivalents. Investments in highly liquid finandi@truments with maturities greater than three tmeat the date of purchase are classified a
short-term investments. We generally hold securitiietil maturity; however, they may be sold undatain circumstances, including, but not
limited to, when necessary for the funding of asiigins and other strategic investments, and tbezefie classify our investment portfolio as
available-for-sale. We invest in high-credit qualigsuers and, by policy, limit the amount of cteiposure to any one issuer. As stated in ou
policy, we seek to ensure the safety and preservafiour invested principal funds by limiting defiarisk, market risk and reinvestment risk.
We mitigate default risk by investing in safe amghhcredit quality securities and by constantlyifosing our portfolio to respond
appropriately to a significant reduction in a ctedting of any investment issuer, guarantor orodé@pry. Our portfolio includes only
marketable securities with active secondary orleasarkets to facilitate portfolio liquidity. At Meh 31, 2015 , and December 31, 2014 , we
held primarily cash equivalents and short-term stwents with fixed interest rates.

Our investment securities are subject to marketrast rate risk and will vary in value as markétiiest rates fluctuate. We monitor
investments per our above-mentioned investmentydierefore, if market interest rates were toéase or decrease by 10% from interest
rates as of March 31, 2015, or December 31, 2@id increase or decrease in the fair market vaflweir portfolio on these dates would not
have been material. We monitor our investmentsnfigrairment on a periodic basis. Refer to Not&@nmary of Significant Accounting
Policies, in our Notes to Condensed Consolidated Finaigtatements, for a tabular presentation of our abkatfor-sale investments and the
expected maturity dates.

Foreign Currency Exchange Risks of March 31, 2015, our primary transactionarency was U.S. dollars; in addition, we hold
cash in Swiss francs and Euro. We maintain cashrdevated in Swiss francs and Euro to fund the dfmera of our Swiss subsidiary. Cash
balances held in foreign countries are subjeab¢allbanking laws and may bear higher or lower ttisia cash deposited in the United States.
The foreign exchange rate fluctuation between ti& dollar versus the Swiss franc and Euro is aEmbin other income in our condensed
consolidated statements of income.

We have sales offices in various other foreign toes in which our expenses are denominated ithatted currency, primary Asia and
Western Europe. From time to time we may enterfimteign currency hedging contracts to hedge aeftaieign currency transactions. As of
March 31, 2015, and December 31, 2014 , we dichaee an open foreign currency hedge program intjiforeign currency forward
exchange contracts.

Two of our major suppliers, Seiko Epson CorporatamEpson, and ROHM Lapis Semiconductor Co., lddL.apis, have wafer
supply agreements based in U.S. dollars; howeweragreements with Epson and Lapis also allow fotual sharing of the impact of the
exchange rate fluctuation between Japanese yethandlS. dollar on future purchases. Each yearpmmagement and these two suppliers
review and negotiate future pricing; the negotigiading is denominated in U.S. dollars but is sabfo contractual exchange rate provisions.
The fluctuation in the exchange rate is shared lggbetween us and each of these suppliers ondyturchases.

Nevertheless, as a result of our above-mentionpglisn agreements, our gross margin is influengeflurtuations in the exchange
rate between the U.S. dollar and the JapaneseMlezise being equal, a 10% change in the valuinefU.S. dollar compared to the Japanese
yen would result in a corresponding change in sasgmargin of approximately 0.8% to 1.0%; thiss#inity may increase or decrea
depending on the percentage of our wafer supplykgourchase from some of our Japanese supphdrs@uld subject our gross profit and
operating results to the potential for materiatfliations.
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ITEM 4. CONTROLS AND PROCEDURES
Limitation on Effectiveness of Contrc

Any control system, no matter how well designed aperated, can provide only reasonable assurancetlas tested objectives. The
design of any control system is based in part w@stain assumptions about the likelihood of futewents, and there can be no assurance tha
any design will succeed in achieving its statedgjaader all potential future conditions, regardle§how remote. The inherent limitations in
any control system include the realities that judgta related to decision-making can be faulty, thatireduced effectiveness in controls can
occur because of simple errors or mistakes. Dileet@nherent limitations in a cost-effective cohggstem, misstatements due to error may
occur and may not be detected.

Evaluation of Disclosure Controls and Procedu

Management is required to evaluate our disclosonérals and procedures, as defined in Rule 13a)1b(@er the Securities Exchange
Act of 1934 (the “Exchange Act”). Disclosure corsrand procedures are controls and other procedi@signed to provide reasonable
assurance that information required to be disclasedr reports filed under the Exchange Act, sashhis Quarterly Report on Form 10-Q, is
recorded, processed, summarized and reported withitime periods specified in the Securities archange Commission's rules and forms.
Disclosure controls and procedures include contants procedures designed to provide reasonableasesuthat such information is
accumulated and communicated to our managemehiding our Chief Executive Officer and Chief Final®fficer as appropriate to allow
timely decisions regarding required disclosure.d8lasn our management's evaluation (with the ppgtimn of our principal executive officer
and principal financial officer), our principal exgive officer and principal financial officer haeencluded that our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 5%el Linder the Exchange Act) were effective aniefend of the period covered by this
report.

Changes in Internal Control over Financial Repogin

There were no changes in our internal control éwancial reporting during the quarter ended Ma3¢h2015 , which were identified
in connection with management's evaluation requisegaragraph (d) of Rules 13a-15 and 15d4nder the Exchange Act, that have mater
affected or are reasonably likely to materiallyeaffour internal control over financial reporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Information with respect to this item may be foundNote 12| egal Proceedings and Contingencigspur Notes to Condensed
Consolidated Financial Statements included in Réem 1, of this Quarterly Report on Form 10-Qhigh information is incorporated herein
by reference.

ITEM 1A. RISK FACTORS

In addition to the other information in this repptte following factors should be considered cdigfin evaluating our business
before purchasing shares of our stock. The riskmfpour business have not changed substantivefy those discussed in our Annual Report
on Form 10-K for the year ended December 31, 2014.

Our quarterly operating results are volatile andfatiult to predict. If we fail to meet the expeatas of public market analysts or
investors, the market price of our common stock degyease significantlyOur net revenues and operating results haved/amgmificantly in
the past, are difficult to forecast, are subjeatumerous factors both within and outside of ourtia, and may fluctuate significantly in the
future. As a result, our quarterly operating resatiuld fall below the expectations of public markealysts or investors. If that occurs, the
price of our stock may decline.

Some of the factors that could affect our operatésylts include the following:

» the demand for our products declining in theanajnd markets we serve, which may occur due tqetitive factors, supply-chain
fluctuations or changes in macroeconomic conditions
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» our products are sold through distributors, WHimits our direct interaction with our end custens, which reduces our ability to
forecast sales and increases the complexity obosiness;

» competitive pressures on selling pric

» the inability to adequately protect or enforce imtellectual property right

e expenses we are required to incur (or choose ta)ime connection with our intellectual properttidations
« reliance on international sales activities for bsgantial portion of our net revenu

« fluctuations in exchange rates, particularly ¢ixehange rate between the U.S. dollar and thendapayen, the Euro and the Swiss
franc;

» the volume and timing of delivery of orders @eddy us with our wafer foundries and assembly entractors, and their ability to
procure materials;

e our ability to develop and bring to market new protd and technologies on a timely be
» earthquakes, terrorists acts or other disa:

» continued impact of changes in securities lamg r@gulations, including potential risks resultirgm our evaluation of internal
controls under the Sarbanes-Oxley Act of 2002;

» the lengthy timing of our sales cyc

» undetected defects and failures in meeting thetesparifications required by our produ
» the ability of our products to penetrate additiomalrkets

» the volume and timing of orders received from costs

» audits by the Internal Revenue Service, andriaifuture changes in tax laws may increase theumt of taxes we are required to
pay;

e our ability to attract and retain qualified persel;

» risks associated with acquisitions and strategiestments

« our ability to successfully integrate, or realibe £xpected benefits from, our acquisiti

« changes in environmental laws and regulationsudiol with respect to energy consumption and ckntditange; ar

e interruptions in our information technology syste

If demand for our products declines in our majod enarkets, our net revenues will decreasdimited number of applications of our

products, such as cellphone chargers, LED liglaskihp PCs and home appliances make up a sigrtifiesicentage of our net revenues. We
expect that a significant level of our net revenaied operating results will continue to be depehdenn these applications in the near term.
The demand for these products has been highlyoal@ind has been impacted by economic downturtieipast. Any economic slowdown in
the end markets that we serve could cause a slowd@odemand for our ICs. When our customers arsaotessful in maintaining high levels
of demand for their products, their demand for I@s decreases, which adversely affects our operatisults. Any significant downturn in

demand in these markets would cause our net regdoudecline and could cause the price of our stodall.

Our products are sold through distributors, whidatnits our direct interaction with our end customeitserefore reducing our ability -
forecast sales and increasing the complexity oftauginessSales to distributors accounted for 75% of
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net revenues in the three months ended March 3B, 2hd 75% in the twelve months ended Decembe2@®Y. Selling through distributors
reduces our ability to forecast sales and increigesomplexity of our business, requiring us to:

* manage a more complex supply ch

* monitor the level of inventory of our products atk distributor ar

* monitor the financial condition and credrthiness of our distributors, many of which avedted outside of the United States anc
publicly traded.

Since we have limited ability to forecast inventteyels at our end customers, it is possible thete may be significant build-up of
inventories in the distributor channel, with the dBr the OEM’s contract manufacturer. Such a buyildould result in a slowdown in orders,
requests for returns from customers, or requestsote out planned shipments. This could adversepact our revenues and profits. Any
failure to manage these complexities could disauptduce sales of our products and unfavorablyohpur financial results.

Intense competition in the high-voltage power syjppdiustry may lead to a decrease in our averadimgeprice and reduced sales
volume of our product&he high-voltage power supply industry is intenslynpetitive and characterized by significant pgeasitivity. Our
products face competition from alternative techgide, such as linear transformers, discrete switgbeer supplies, and other integrated and
hybrid solutions. If the price of competing solutiodecreases significantly, the cost effectivenéssir products will be adversely affected. If
power requirements for applications in which owrdurcts are currently utilized go outside the cdfgetive range of our products, some of
these alternative technologies can be used moteeffestively. In addition, as our patents expoar competitors could legally begin using the
technology covered by the expired patents in thiducts, potentially increasing the performanceheir products and/or decreasing the cost
of their products, which may enable our competitorsompete more effectively. Our current patendésy @r may not inhibit our competitors
from getting any benefit from an expired patentr OW5. patents have expiration dates ranging fréd62o 2033. We cannot assure that our
products will continue to compete favorably or that will be successful in the face of increasingpetition from new products and
enhancements introduced by existing competitoreear companies entering this market. We believeailure to compete successfully in the
high-voltage power supply business, including dailits to introduce new products with higher avezegglling prices, would materially harm
our operating results.

If we are unable to adequately protect or enforaeiatellectual property rights, we could lose matrishare, incur costly litigation
expenses, suffer incremental price erosion or \@deable assets, any of which could harm our openatand negatively impact our
profitability. Our success depends upon our ability to continugemlnological innovation and protect our inteiled property, including
patents, trade secrets, copyrights and khow- We are currently engaged in litigation to @oéoour intellectual property rights, and assodi
expenses have been, and are expected to remaarjahahd have adversely affected our operatinglt®s/Ne cannot assure that the steps we
have taken to protect our intellectual propertyl bél adequate to prevent misappropriation, orakfaérs will not develop competitive
technologies or products. From time to time, weehaceived, and we may receive in the future, comaations alleging possible infringem
of patents or other intellectual property rightotfers. Costly litigation may be necessary to m&mur intellectual property rights or to deft
us against claimed infringement. The failure tcaobhecessary licenses and other rights, andigatiibn arising out of infringement claims
could cause us to lose market share and harm sindss.

As our patents expire, we will lose intellectuabperty protection previously afforded by those ptageAdditionally, the laws of some
foreign countries in which our technology is or nilayhe future be licensed may not protect ourli@ttual property rights to the same exter
the laws of the United States, thus limiting thetpections applicable to our technology.

If we do not prevail in our litigation, we will havexpended significant financial resources, potdigtivithout any benefit, and may
also suffer the loss of rights to use some teclyieso We are currently involved in a number of patetigdition matters and the outcome of the
litigation is uncertain. See Note lZ&gal Proceedings and Contingencjes our Notes to Condensed Consolidated Finargtetements. For
example, in one of our patent suits the infringiognpany has been found to infringe four of our peEteDespite the favorable court finding,
infringing party filed an appeal to the damagesraed. In another matter, we are being sued in goiog case for patent infringement. Shc
we ultimately be determined to be infringing anotparty's patents, or if an injunction is issuediagt us while litigation is pending on those
claims, such result could have an adverse impacuombility to sell products found to be infringireither directly or indirectly. In the event
an adverse outcome, we may be required to payantiztdamages, stop our manufacture, use, saispartation of infringing products, or
obtain licenses to the intellectual property wefatend to have infringed. We
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have also incurred, and expect to continue to ingignificant legal costs in conducting these latgsincluding the appeal of the case we won,
and our involvement in this litigation and any figuntellectual property litigation could adverself§ect sales and divert the efforts and
attention of our technical and management persomigther or not such litigation is resolved in éawor. Thus, even if we are successful in
these lawsuits, the benefits of this success mhtofautweigh the significant legal costs we whilive incurred.

Our international sales activities account for @stantial portion of our net revenues, which sutgjers to substantial riskSales to
customers outside of the United States of Amerazaant for, and have accounted for a large poxifoour net revenues, including
approximately 96% of our net revenues for the thimeaths ended March 31, 2015, and 95% for the geded December 31, 2014 . If our
international sales declined and we were unabilectease domestic sales, our revenues would desfideur operating results would be
harmed. International sales involve a number d&®&ris us, including:

» potential insolvency of international distribut@nsd representative

» reduced protection for intellectual property rigimtsome countrie

» the impact of recessionary environments in econsmigside the United Stat

» tariffs and other trade barriers and restricti

» the burdens of complying with a variety of foreigmd applicable U.S. Federal and state laws

» foreigncurrency exchange ris

Our failure to adequately address these risks cmaldce our international sales and materially ahgersely affect our operating
results. Furthermore, because substantially aluofforeign sales are denominated in U.S. dollacseases in the value of the dollar cause the
price of our products in foreign markets to risaking our products more expensive relative to cdmperoducts priced in local currencies.

Fluctuations in exchange rates, particularly theleange rate between the U.S. dollar and the Japapes, Swiss franc and Euro,
may impact our gross margin and net incon@ur exchange rate risk related to the Japanesegkides two of our major suppliers, Epson
Lapis, with which we have wafer supply agreementsel in U.S. dollars; however, these agreemerdsalitsv for mutual sharing of the
impact of the exchange rate fluctuation betweemadage yen and the U.S. dollar. Each year, our neameigt and these suppliers review and
negotiate pricing; the negotiated pricing is denmated in U.S. dollars but is subject to contractxahange rate provisions. The fluctuation in
the exchange rate is shared equally between Paowegrations and each of these suppliers. We coetptee acquisition of Concept (locatec
Biel, Switzerland) in the second quarter of 2012 kvaintain cash denominated in Swiss francs armbsdarfund the operations of our Swiss
subsidiary. The functional currency of our Swiskssdiary is the U.S. dollar; gains and lossesgisiom the re-measurement of non-
functional currency balances are recorded in dtimme in our consolidated statements of income,naaterial unfavorable exchange-rate
fluctuations with the Swiss franc could negativiehpact our net income.

We depend on third-party suppliers to provide uhwiafers for our products and if they fail to pide us sufficient quantities of
wafers, our business may suffée have supply arrangements for the productiomadérs with Lapis, Renesas, X-FAB and Epson. Our
contracts with these suppliers expire on varyingslavith the earliest having expired as of Decar2bé4, which was Renesas (the contract
with Renesas is currently being renegotiated amcpected to be finalized in the second quart@04db, until that time we are operating under
the terms of the expired contract). Although sosyeats of our relationships with Lapis, RenesaBAB and Epson are contractual, many
important aspects of these relationships depenti@ncontinued cooperation. We cannot assurevtlawill continue to work successfully w
Lapis, Renesas, X-FAB and Epson in the future,thatthe wafer foundries' capacity will meet oued® Additionally, one or more of these
wafer foundries could seek an early terminationwfwafer supply agreements. Any serious disruptiche supply of wafers from Lapis,
Renesas, X-FAB or Epson could harm our businesseStimate that it would take 12 to 24 months fromtime we identified an alternate
manufacturing source to produce wafers with acddptaanufacturing yields in sufficient quantitiesmieet our needs.
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Although we provide our foundries with rolling fa@sts of our production requirements, their abilitprovide wafers to us is
ultimately limited by the available capacity of tafer foundry. Any reduction in wafer foundry cajig available to us could require us to |
amounts in excess of contracted or anticipated atsdor wafer deliveries or require us to make pttencessions to meet our customers'
requirements, or may limit our ability to meet derdor our products. Further, to the extent denfandur products exceeds wafer foundry
capacity, this could inhibit us from expanding business and harm relationships with our custonferg.of these concessions or limitations
could harm our business.

If our third-party suppliers and independent sulb@artors do not produce our wafers and assemblérosined products at acceptable
yields, our net revenues may decline. We deperidaependent foundries to produce wafers, and imigrg subcontractors to assemble
test finished products, at acceptable yields ardétiver them to us in a timely manner. The failaféhe foundries to supply us wafers at
acceptable yields could prevent us from sellingmoducts to our customers and would likely caudedine in our net revenues and gross
margin. In addition, our IC assembly process rexsugur manufacturers to use a high-voltage moldamypound that has been available from
only a few suppliers. These compounds and thetipeé processing conditions require a more exadevel of process control than normally
required for standard IC packages. Unavailabilftagsembly materials or problems with the assemiigess can materially and adversely
affect yields, timely delivery and cost to manuéaet We may not be able to maintain acceptablelyiil the future.

In addition, if prices for commodities used in guoducts increase significantly, raw material cogtsild increase for our suppliers
which could result in an increase in the pricessuppliers charge us. To the extent we are nottalpass these costs on to our customers; thi
would have an adverse effect on our gross margins.

If our efforts to enhance existing products andadtice new products are not successful, we mapaable to generate demand for
our products Our success depends in significant part uporability to develop new ICs for high-voltage powengersion for existing and
new markets, to introduce these products in a timmenner and to have these products selected sigrdanto products of leading
manufacturers. New product introduction schedutessabject to the risks and uncertainties thaichlhi accompany development and delivery
of complex technologies to the market place, inicigghroduct development delays and defects. Ifailed develop and sell new products in a
timely manner then our net revenues could decline.

In addition, we cannot be sure that we will be dbladjust to changing market demands as quicldycast-effectively as necessary to
compete successfully. Furthermore, we cannot assatave will be able to introduce new producta itimely and cost-effective manner or in
sufficient quantities to meet customer demand at these products will achieve market acceptanaef&ilure, or our customers' failure, to
develop and introduce new products successfullyimadimely manner would harm our business. Initaad customers may defer or return
orders for existing products in response to th¢hiction of new products. When a potential liapiéxists we will maintain reserves for
customer returns, however we cannot assure thse tleserves will be adequate.

In the event of an earthquake, terrorist act oresttisaster, our operations may be interrupted andbusiness would be harmeaur
principal executive offices and operating faciktigre situated near San Francisco, Californianaost of our major suppliers, which are wafer
foundries and assembly houses, are located in Hrabkave been subject to severe earthquakesasutdpan. Many of our suppliers are also
susceptible to other disasters such as tropicahstayphoons or tsunamis. In the event of a disastich as the earthquake and tsunami in
Japan, we or one or more of our major suppliers beatemporarily unable to continue operations aagl suffer significant property damage.
Any interruption in our ability or that of our majeuppliers to continue operations could delaydimeelopment and shipment of our products
and have a substantial negative impact on our €iehresults.

Securities laws and regulations, including potelntisk resulting from our evaluation of internal mols under the Sarbanes-Oxley
Act of 2002, will continue to impact our rest. Complying with the requirements of the SarbangkpAct of 2002 and NASDAQ's
conditions for continued listing have imposed digant legal and financial compliance costs, arelexpected to continue to impose signific
costs and management burden on us. These rulesguldtions also may make it more expensive fdousbtain director and officer liability
insurance, and we may be required to accept rectmegtage or incur substantially higher costs taiolbcoverage. These rules and regulation
could also make it more difficult for us to attractd retain qualified executive officers and memlw#rour board of directors, particularly
gualified members to serve on our audit committegther, the rules and regulations under the DadaiEWall Street Reform and Consumer
Protection Act, which became effective in 2011, rimagose significant costs and management burdarson
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Additionally, because these laws, regulations daddards promulgated by the Sarbanes-Oxley Actlam@®odd-Frank Act are
expected to be subject to varying interpretatitimsiy application in practice may evolve over timeenew guidance becomes available. This
evolution may result in continuing uncertainty retjag compliance matters and additional costs ret@ed by ongoing revisions to our
disclosure and governance practices.

Because the sales cycle for our products can bgthenwe may incur substantial expenses beforeamergte significant revenues, if
any.Our products are generally incorporated into aarast's products at the design stage. However, mastdecisions to use our products,
commonly referred to as design wins, can oftenirequis to expend significant research and develop@yed sales and marketing resources
without any assurance of success. These signifiesearch and development and sales and marketngnces often precede volume sales, if
any, by a year or more. The value of any designwiinargely depend upon the commercial succesheftustomer's product. We cannot
assure that we will continue to achieve design winthat any design win will result in future rewes. If a customer decides at the design ¢
not to incorporate our products into its produa, way not have another opportunity for a designwith respect to that product for many
months or years.

Our products must meet exacting specifications, adktected defects and failures may occur which caase customers to return
stop buying our product®©ur customers generally establish demanding spatiiins for quality, performance and reliabilitpdeour products
must meet these specifications. ICs as complelasetwe sell often encounter development delaysraydcontain undetected defects or
failures when first introduced or after commencenafrtommercial shipments. We have from time toetim the past experienced product
quality, performance or reliability problems. Iffdets and failures occur in our products, we caxperience lost revenue, increased costs,
including warranty expense and costs associatddaugtomer support and customer expenses, delayscancellations or rescheduling of
orders or shipments and product returns or disspamyy of which would harm our operating results.

If our products do not penetrate additional marketsr business will not grow as we exp&¥e believe that our future success
depends in part upon our ability to penetrate &mttid markets for our products. We cannot assuaewle will be able to overcome the
marketing or technological challenges necessapgt®trate additional markets. To the extent thwanapetitor penetrates additional markets
before we do, or takes market share from us iregigting markets, our net revenues and financiatlitin could be materially adversely
affected.

We do not have long-term contracts with any of@wstomers and if they fail to place, or if they oalor reschedule orders for our
products, our operating results and our businesy sdfer.Our business is characterized by short-term custonaers and shipment
schedules, and the ordering patterns of some dboge customers have been unpredictable in thieapaswill likely remain unpredictable in
the future. Not only does the volume of units oedelby particular customers vary substantially fygeniod to period, but also purchase orders
received from particular customers often vary saislly from early oral estimates provided by tha@sistomers for planning purposes. In
addition, customer orders can be canceled or restde without significant penalty to the customarthe past, we have experienced custome
cancellations of substantial orders for reasonsi@yur control, and significant cancellations doatcur again at any time. Also, a relatively
small number of distributors, OEMs and merchantguosupply manufacturers account for a significantipn of our revenues. Specifically,
our top ten customers, including distributors, artted for 60% of our net revenues in the three hwahded March 31, 2015, and 59% in the
year endeDecember 31, 2014 . However, a significant portbthese revenues are attributable to sales opmducts through distributors of
electronic components. These distributors sellppaducts to a broad, diverse range of end usearisiding OEMs and merchant power supply
manufacturers, which mitigates the risk of custoomrcentration to a large degree.

Audits of our tax returns and potential future chas in tax laws may increase the amount of taxegrgveequired to payOur
operations are subject to income and transactiesta the United States and in multiple foreigmsgictions and to review or audit by the IRS
and state, local and foreign tax authorities. Iditah, the United States, countries in Asia arttkottountries where we do business have beel
considering changes in relevant tax, accountingadhner laws, regulations and interpretations, idirig changes to tax laws applicable to
multinational companies. These potential changefdcadversely affect our effective tax rates outeis other costs to us.

We must attract and retain qualified personneléoshiccessful and competition for qualified persbimimtense in our marke©ur
success depends to a significant extent upon thiénced service of our executive officers and otteyr management and technical personnel
and on our ability to continue to attract, retail anotivate qualified personnel, such as
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experienced analog design engineers and systerfisaigms engineers. The competition for these eygés is intense, particularly in Silicon
Valley. The loss of the services of one or morewfengineers, executive officers or other key gamel could harm our business. In addition,
if one or more of these individuals leaves our eypand we are unable to quickly and efficientlglaee those individuals with qualified
personnel who can smoothly transition into theivmeles, our business may suffer. We do not hamg-term employment contracts with, and
we do not have in place key person life insuraratiies on, any of our employees.

We are exposed to risks associated with acquisitiord strategic investment8/e have made, and in the future intend to make,
acquisitions of, and investments in, companiedirtelogies or products in existing, related or nearkats such as Concept. Acquisitions
involve numerous risks, including but not limited t

» inability to realize anticipated benefits, whichyr@ccur due to any of the reasons described belo¥ar other unanticipated reasc

» the risk of litigation or disputes with custoregsuppliers, partners or stockholders of an attgprigarget arising from a proposed or
completed transaction;

* impairment of acquired intangible assets anddgalbas a result of changing business conditids@shnological advancements or
worse-than-expected performance, which would a@eedfect our financial results; and

» unknown, underestimated and/or undisclosed commitsnéabilities or issues not discovered in oue diligence of such transactio

We also in the future may have strategic relatigpsstvith other companies, which may decline in eadmd/or not meet desired
objectives. The success of these strategic rektipa depends on various factors over which we ma&g limited or no control and requires
ongoing and effective cooperation with strategidnpers. Moreover, these relationships are oftéguildl, such that it may be difficult or
impossible for us to monetize such relationships.

Our inability to successfully integrate, or realitee expected benefits from, our acquisitions cadleersely affect our resultdVe
have made, and in the future intend to make, aitiuis of other businesses, such as Cambridge $euahicctor Limited and Concept, and with
these acquisitions there is a risk that integratiifiiculties may cause us not to realize expedttedefits. The success of the acquisitions could
depend, in part, on our ability to realize the @iptited benefits and cost savings (if any) from loimimg the businesses of the acquired
companies and our business, which may take longeralize than expected.

Changes in environmental laws and regulations mayeiase our costs related to obsolete productaimegisting inventory
Changing environmental regulations and the timetabimplement them continue to impact our custehd@mand for our products. As a
result there could be an increase in our inventdagolescence costs for products manufactured foriour customers' adoption of new
regulations. Currently we have limited visibilitytd our customers' strategies to implement theaagihg environmental regulations into their
business. The inability to accurately determinecustomers' strategies could increase our inverttosys related to obsolescence.

Interruptions in our information technology systetosild adversely affect our busine®ge rely on the efficient and uninterrupted
operation of complex information technology systemnd networks to operate our business. Any sigmificystem or network disruption,
including but not limited to new system implemeittas, computer viruses, security breaches, or ertdegkouts could have a material advi
impact on our operations, sales and operatingtsedlfle have implemented measures to manage osrratited to such disruptions, but such
disruptions could still occur and negatively impaat operations and financial results. In additiwe,may incur additional costs to remedy any
damages caused by these disruptions or securiagihes.

Uncertainties arising out of economic consequeméesirrent and potential military actions or tertist activities and associated
political instability could adversely affect our dsinessLike other U.S. companies, our business and operatisults are subject to uncertain
arising out of economic consequences of currentpatehtial military actions or terrorist activitiasd associated political instability, and the
impact of heightened security concerns on domasiitinternational travel and commerce. These uaiotigs could also lead to delays or
cancellations of customer orders, a general deelieas
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corporate spending or our inability to effectiveiarket and sell our products. Any of these residtdd substantially harm our business and
results of operations, causing a decrease in @entes.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

In October 2012, our board of directors authoriteduse of $50.0 million for the repurchase of cammon stock, and in the year
ended December 31, 2014 , our board of directdimaiged the use of an additional $75.0 million leis purpose ($50.0 million was
authorized in May 2014, and $25.0 million was auttedl in December 2014), with repurchases to bewre according to pre-defined
price/volume guidelines. In the year ended DecerBigP014 , we purchased 1.6 million shares for&&dillion , and in the three months
ended March 31, 2015 , we purchased approxima#&B0D shares for $0.8 million . As of March 31, 20ive had $22.9 million remaining on
our repurchase program, which has no expiratioa. daithorization of future repurchase programg the discretion of the board of directors
and will depend on our financial condition, resatperations, capital requirements, businessitiond and other factors.

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number of  Approximate Dollar Valus
Shares Purchased asof Shares that May Yet be
Part of Publicly Repurchased Under the
Total Number of Average Price Announced Plans or  Plans or Programs (in

Period Shares Purchased Paid Per Share Programs millions)
January 1, 2015, to January 31, 2015 13,85. $ 49.97 13,85 $ 23,04:
February 1, 2015, to February 28, 2015 -3 — — 23,04
March 1, 2015, to March 31, 2015 3,000 $ 49.8] 3,000 % 22,89
Total 16,85: 16,85:

ITEM 6. EXHIBITS

See the Exhibit Index immediately following thersgure page to this Quarterly Report on Form 18)ch is incorporated by
reference here.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

POWER INTEGRATIONS, INC.

Dated:  April 30, 2015 By: /s/ SANDEEP N AYYAR

Sandeep Nayyar

Chief Financial Officer (Duly Authorized Officer,
Principal Financial Officer and Principal Accourgin
Officer)
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INDEX TO EXHIBITS

EXHIBIT
NUMBER DESCRIPTION
3.1 Restated Certificate of Incorporation. (Filed wiitle SEC as Exhibit 3.1 to our Annual Report on FafK filed on February
29, 2012, SEC File No. 000-23441.)
3.2 Amended and Restated Bylaws. (Filed with the SEExdmbit 3.1 to our Current Report on Form 8-K dilen April 26, 2013,
SEC File No. 000-23441.)
4.1 Reference is made to Exhibits 3.1 to 3.2.
10.1 () Compensation Arrangements with Named Executivecorf§
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Chief Financial Officer pursuawnt $ection 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification of Chief Executive Officer pursuant$ection 906 of the Sarbanes-Oxley Act of 2002.**
32.2 Certification of Chief Financial Officer pursuat $ection 906 of the Sarbanes-Oxley Act of 2002.**
101.INS  XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Docutne
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen
101.LAB  XBRL Taxonomy Extension Label Linkbase Document
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Doenoim

All references in the table above to previouslgdidocuments or descriptions are incorporatingethioeuments and descriptions by
reference thereto.

** The certifications attached as Exhibits 32.H&%2.2 accompanying this Form 10-Q, are not deditestiwith the SEC, and are not to
be incorporated by reference into any filing of Rowtegrations, Inc. under the Securities Act @33, as amended, or the Securities
Exchange Act of 1934, as amended, whether madeebefafter the date of this Form 10-Q, irrespecti¥ any general incorporation
language contained in such filing.

(1) Incorporated by reference from the disclosunder Item 5.02 of our Current Report on Form 83&EC File No. 00@®3441), filed witt

the SEC on February 2, 2015.
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

[, Balu Balakrishnan certify that:
1. | have reviewed this Form 10-Q of Power Integre, Inc.;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or aonditate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements$ odimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtf@ periods presented in this report;

4.  The registrant's other certifying officer anaré responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andérav

(@) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report isiige prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the preparati
of financial statements for external purposes toatance with generally accepted accounting priesijp

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentsi report our
conclusions about the effectiveness of the disctsantrols and procedures, as of the end of thegeovered by this report
based on such evaluation; and

(d) Disclosed in this report any change in thestgit's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5.  The registrant's other certifying officer arfthive disclosed, based on our most recent evaluatimiernal control over financial
reporting, to the registrant's auditors and thdtaxmnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

(@  All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting

which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
registrant's internal control over financial repugt

Dated:  April 30, 2015 By: /s/ BALU BALAKRISHNAN

Balu Balakrishnan
Chief Executive Officer




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Sandeep Nayyar, certify that:
1. | have reviewed this Form 10-Q of Power Integred, Inc.;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or aonditate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$ odimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtf@ periods presented in this report;

4.  The registrant's other certifying officer anaré responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andérav

(@) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report isiige prepared;

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the preparati
of financial statements for external purposes toatance with generally accepted accounting priesijp

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentsi report our
conclusions about the effectiveness of the disctsantrols and procedures, as of the end of thegeovered by this report
based on such evaluation; and

(d) Disclosed in this report any change in thestgit's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5.  The registrant's other certifying officer arfthive disclosed, based on our most recent evaluatimiernal control over financial
reporting, to the registrant's auditors and thdtaxmnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

(@  All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting

which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

(b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
registrant's internal control over financial repugt

Dated:  April 30, 2015 By: /s/ SANDEEP NAYYAR

Sandeep Nayyar
Chief Financial Officer




Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350SADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Poweegrations, Inc. (the “Company”) on Form 10-Q foe quarter ended March 31,
2015, as filed with the Securities and Exchangm@ission on the date hereof (the “Report”), |, BBalakrishnan, Chief Executive Officer of
the Company, pursuant to 18 U.S.C. Section 1358dapted pursuant to Section 906 of the Sarbanésy@xt of 2002 (“Section 906"),
certify to the best of my knowledge that:

(1) The Report fully complies with the requiremeotsSection 13(a) or Section 15(d) of the Secwsifi&zchange Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
the Company.

Dated:  April 30, 2015 By: /s/ BALU BALAKRISHNAN

Balu Balakrishnan
Chief Executive Officer

A signed original of this written statement reqditey Section 906, or other document authenticatiegnowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written statmhrequired by Section 906, has been
provided to the Registrant and will be retainedtiy Registrant and furnished to the Securities Brchange Commission or its staff ug
request.



Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505SADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Poweedrations, Inc. (the “Company”) on Form 10-Q foe quarter ended March 31,
2015, as filed with the Securities and Exchangm@ssion on the date hereof (the “Report”), |, SseplNayyar, Chief Financial Officer of
the Company, pursuant to 18 U.S.C. Section 1358dapted pursuant to Section 906 of the Sarbanésy@xt of 2002 (“Section 906"),
certify to the best of my knowledge that:

(1) The Report fully complies with the requiremeotsSection 13(a) or Section 15(d) of the Secwgifi&zchange Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
the Company.

Dated:  April 30, 2015 By: /s/ SANDEEP NAYYAR

Sandeep Nayyar
Chief Financial Officer

A signed original of this written statement reqditey Section 906, or other document authenticaticgnowledging, or otherwise
adopting the signature that appears in typed forithiw the electronic version of this written statmhrequired by Section 906, has been
provided to the Registrant and will be retainedtiy Registrant and furnished to the Securities Brchange Commission or its staff ug
request.



